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PRETACE

On August 5, 1968, the Committee on (Government Operations
issued its 36th report to the 90th Congress. The report, entitled “T.S.
ATID Operations mn Latin America Under the Alliance for Progress,”
was based on an 18-month study by the Foreign Operations and
Government Information Subcommittee.

The report contained many recommendations designed to mprove
the economy and efficiency of U.S. economic assistance activities in
the American Republics. A major section of the report expressed the
committee’s deep concern over the failure of U.S. AID operafions in
achieving the goals of the Alliance for Progress during the ‘“decade of
development” envisioned by the signatory nations at Punta del Este
in 1961.

Many members of the committee felt strongly that more realistic
goals should have been set in the first instance and events now required
a reassessment of those goals in light of our experience during the past
7 years of the Alliance. The aim, of course, was to encourage o more
effective and efficient approach to our assistance efforts.

Therefore, the committee unanimously recorumended thot the
Agency for International Development (AID) undertake a comprehen-
sive study ‘‘to determine whether the goals of the Alliance for Progress
are currently realistic or attainable.”

Acting ATD Administrator, Rutherford M. Poats, submitted the
following study in response to that recommendation on February 20,
1969, '

JoHn K. Moss,
Chairman, Foreign Operations and
Government Information Subcommitiee,
{1
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A REVIEW OF ALLIANCE FOR PROGRESS GOALS

(A Report by the Bureau for Latin America, Agency for
' Interniational Development)

PART I INTRODUCTION

The Committee on Government. Operations requested a study to de-
termine whether the goals of the Alliance for Progressias they apply
to -each country are currently realistic or attainable in light of the
experience of the past 7 years. The committee-asked that the findings
and recommendations resulting from this reassessinent be reported to
the Committee on Government Operations and other appropriate com-
mittees of the Congress.

Our review of experience of the past'7 years indicates that total ac-
complishment of the ambitious Alliance goals within the decade 1961—
71, as contemplated in the Charter of Punta del Este, is not possible.
The framers of the charter erected a goal structure which anticipated
too much too soom, and in recognition of this, the time fraine of the
Alliance has been extended beyond 1971.

Our review also indicates, however, that achievement has been sub-
stantial. We conclude from this veview that despite the initial un-
realistic 10-year time frame, the goal structure still affords an attain-
able set of priority guideposts for development of the hemisphere: The
development progress and momentum generated under the Alliance
justify promise for the future and merit continued U.S. support. *

This report does not attempt to treat the many, and still not. fully
understo o?i, variables involved in modernization and development, but
instead, is addressed to-the formal goal structure of the Charter of
Punta del Este. The formal objectives omit some eritical elements
which bear particular mention.

Major among these is the-critical variable of population growth. Al-
though omitted from Alliance goals because of its political volatility,
this factor has been central to what has transpired since. In most Latin
American countries, the birth rate is staggeringly high. The number of
schoolage children not 1n school tends to grow at the very moment
when new schools are being built at a record rate. Substantially in-
creased food production and remarkably expanded educational facil-
ities barely keep pace with population increase. High economic growth
tates are largely canceled: ot in per capita terms, as.the economie pie
mist be shared by‘a rapidly inereasing number of clatmants. The popu-
Jation question is now increasingly being faced up to in Latin Amerieq,
but much remains to be done as elsewhere Iin the.world. ;

The United States has made known its willingness to-assist, where
requested, as the countries of Latin America come to recogmize the
Population issue as.a matter of priority concern. While there are in-
creasing sigis of-this growing recognition throughout-the hemisphere,

(1) :
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there are few countries in which the issue is yet being squarely met.
Until these problems are better recognized and addressed in most of
the hemisphere’s couniries, the gquestion of attaining a satisfactory
level of development remains uncertain.
Another vital development priority not specifically identified.as a
Viormal charter goal was the need for all tountries to couple their firm
general commitment fo develop with vastly Improved competence,
efficiency, and vigor in-governmental opérations. Development requires
not only that the Latin American governmeits perform their tradi-
tional functions more efficiently and effectively, but also that they pre-
pare themselves for a broad range of innovative, technically complex,
and managerially demanding developmental undertakings. In the pre-
Alliance period one of the major roadblocks to progress and develop-
ment wasthe-inability of most Liatin American governments to-formu-
Iate effective policies-and to manage their affairs.and programs effic-
iently. Pervasive scarcity of technical and manageriali-competence,
coupled with archeic-and unserviceable procedures and organizational
structures: were characteristic of most governments of the hemisphere.

The Alhance years have left an imprint of new commitment, com]e-
tence, and confidence throughout governments-in the Lemisphere.
Thousands of miblic servants have received essential training, and key-
governmental policymaking and executing agencies in most.countries
have been—or have hegun to be—strengthened. At.the same time, the
Alliance has also been an essential factor i1 the new sense of commit-
ment to development, and in the realistic perception of the means for
1ts attainment, which appear everywhere in the hemisphere. Whereas

ew governments in Liatin America had even given lipservice to the key

)~ 1ssues of development prior to the Alliance, development is now every-

where the byword.of naticnal political life. No government or political

party can ignore it. This, in dtself, is 2 momentous achievement of the
Alliance.

The tangible evidence of this intensified commitment and growing

competence is evident throughout the hemisphere. The adroit manage-

» ment of complex stabilization programs in Brazil, Chile,-and Colombia
refleet newly achieved sophistication and discipline in policy manage-
ment and coordination. Taw colleations, reflecting in large part im-
proved adininistrative techniques and organization, ‘have been in-
creased for the hemisphere asa whole (on real terms) since 1961 by
30 percent. In Brazil they have risen some 26 percent since 1964, and
since 1961 in Colombia, Peru, and Chile by 80 percent, 56 percent, and
64 percent, respectively, In six other countries, taxes have increased
over 60 peteent. Of equal importance, impressive new-energies, methods
of doing business; new organizational forms, and-commitment in min-
istries of health, edueation, agriculture, transportation, and. finance,
ale 'amply reflected thronghount the heniisphere in the indicators of
achievement and assessments of progress discussed in, the body of the
report. ‘ )

An analysis of progress toward goals raises the question of relative
priorities. Viewed broadly, each of the charter goals theoretically
representsan equally high priority objective for each Alliance country.
A gain, theoretically, it is onlty through the eventual achievernent of all
the 'goals that a country can be said to have sucéeeded in providing
access to its citizens to meaningful productive opportunity and a
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greater share of the benefits of progress. Yet realistically, simunltaneous
progress toward each of the goals cannot be expected and the priority
significance of progress toward any goal or group of goals, in terms of
development strategy, varies widely among countries.and +within the
same country over time. There are great differences:between one coun-
try and the next in the development bottlenécks that require early
resolution as a precondition to progress on other fronts. Also, the
countries of the Iemisphere differ markedly in their capacities to
achieve political commitment and .consensus behind various policies
and goals, or to mobilize technical, financial and institutional resonrces
behind the programs leading to the goals. While every country needs
to base its development strategy on its unique development problems,
priority setting for operational programs must also take account of
the art of the possible within that country’s political, economie, tech-
nical, and adwinistrative constraints.

The charter specifies as a goal for the hemispbere as a whole, the

maintenance or establishment of that degree of monetary and fiscale

stability required to encourage: increased private and public sector
savings and investment. Private sector growth-and the rational alloca-
tion of increased public investments to such ofher priority require-
ments as education ‘and agriculture require, as a precondition, the
establishment and maintenance of a stable economy. They cannot be
sustained in a setting of uncontrolled or hyperinflation and recurring
foreion exchange crises. Thus, as a necessary precondition to growth
and development, the achievement and maintenance of financial sta-
bility is a clear first priority Alliance objective. Apart from the In-
equities of inflation falling most heavily -on those least able to afford
it, finanecial and monetary instability clearly frustrate progress toward
the social goals of the Alliance in such fields as education, employment,
health and agricultural reform.

Progress toward this goal has been impressive during the Alliance
years. Despite intensifying demands.for substantially augmented pub-
lic sector expenditures, most countries have avoided destabilizing fiscal
and monetary policies by collecting more taxes-and by following more
diseiplined buggeta.ry practices. Thus, for all of Central Amnerica,
Bolivia, Venezuela, Ecuador, and Mexico, inflation has heen minimal,
although public sector investments have risen -snbstantially. Bolivia’s
performance in the Alliance years may be contrasted with the twenty-
fivefold increase in price levels during the 1950°s, with a record 179
percent inflation rate in 1955-56. '

Inflation has been most serious in Argentina, Brazil, Chile, Colom-
bia, and Uruguay, and has called for highest priority attention in
those countries, even though. stabilization measures sometimes have
short:terin depressive effects on growth. The well-managed. stabiliza-
tion programs inChile; Brazil, and" Colombia, with strong support
from the United States,the TBRD, and the IMF, have not only curbed
the profound inflationary surges-in their.economies, but also appear to
have Testored these .countries to visible and promising growth paths.
Whereas per capita GNP declined and the rate of inflation reached
8090 percent in the.1963-1964 period in Brazil, the per capita growth
in 1968 was 2.9 percent, and the priceTise 24 percent. Colombia’s 16-to
17 percent-average inflation rate in.the early Alliance years has de-
clined:to n current rate of 6:5 percent, and GNP growth, though ir-

26-108—89——2
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regular, showed a healthy 6.17 percent increase in 1968. Chile’s 39 per-
cent price rise in 1964 has been moderated in recent years, although
drought and other conditions have kept growth down. In Argentina,
cost of living increases were annually above 20 percent throughout the
mid-60’s, but following stringent economic stabilization measures, 1968
Pprice rises were kept to 10-11 percent. . )
A second- and closely related priority goal in the charter is the
chievement of regional economic tntegration. Whils of potentially
Immense significance to all countries, the priority of this goal within
their development strategies is quite different from one country to the
next.

For the small countries.of Central America with a combined output

Zof less than $5 billion, growth and development in the short- and long-
term are closely tied to their ability to integrate their economies. The
perfection of the regional market hds.been, and remains, among their
highest immediate priorities. Progress towaxd this goal, strongly sup-
ported by U.S. assistance, has been notable, with integration increas-
Ingly operating as the catalyst to internal growtl: in these economies,
and giving Central America some of the highest rates of growth of
production and trade in the region.

A second group of countries—Colombia, Ecuador, Venezuela, Pern,
and Bolivia—for which integration is also clearly essential but not
quite so clearly an Immediate precondition to growth as in Central
America, have also begun to move toward this goal. The “Andean
Group” arrangements, which have been under negotiation over the
past few years have laid some of the basic groundwork for important
results in the coming few years. On the other hand, relatively large
internal markets in such countries as Argentina, Brazil, and Mexico,
with gross national products of $15 to $30 billion equivalent or more,
tend to reduce the short-term wrgency of this goal in these countries,
as compared to the goal of integrating internal markets and achieving
the immediate potentials of internal growth.

Related closely to the stabilization and integration goals are the

\/twin Alliance objectives of emport diversification and indusirial
growth. The first of these objectives is of highest priority for most
countries in the Hemisphere, since the economies of almost all are
highly dependent upon the export earning of a very narrow range of
primary commodities—coffee, tin, bananas, copper, and so on. Hxport
diversification is essential as 2 means of increasing exports, out of whose
earnings the foreign exchange requirements of development must be
financed. It is also essential 1n or(zler to insulate the Latin American
economies from the impact of volatile or unfavorable movements in
world markets of the prices of their major export commodities. Even
a small drop in world prices for any of the major Latin American
commodities can seriously derail development programs by reducing
the availabilities of foreign exchange required to finance machinery,
raw materials, and technology required for development. For example,
a one cent drop in the world market price of coffee, reduces Brazil’s
foreign exchange earnings by some’$23 million. Even though there has
been considerable progress over the past 7 years toward regularizing
world supply and demand for some of the key Latin American export
commodities through international trade agreeménts, emphasis must
remain on diversification. Progress here, which is closely related to
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industrial diversification, increased intraregional and world exports,
and intense efforts to maximize agricultural export opportinities, 1s
encouragingly reflected in the data. Decline in reliance on coffee as an
export commodity has been significant in such major coffes growing:
countries as Brazil (coffes down from 53 to 44 percent of total exports),
Colombia (74 to 65 percent), Costa Rica (56 to 40 percent) and Guate-
mala (67 to 31 percent).! Latin America exports of manufactured
goods have inereased from 9 to 13 percent of total exports over the
period. Brazil’s exports of manufactures in 1966 were almost four tumes
their 1962 level, and iron ore exports have grown importantly. In
Colombia, exports of chemicals, textiles and paper goods have gone up.
Central American trade in manufactures and other nontraditional
exports has heen greatly stimulated by the Common Market.

The framers of the charter were concerned with growth and in-
creased productivity. But they also recognized that the substance of
development is more far-reaching, its core being the creation of wid-
ened access for all segments of the population to participation in the
benefits of increased productivity. They therefore wisely combined the
clear “productivity goals” of the Alliance with objectives for increased
educational opportunity, agragian reform, and health and housing pro-
arams. Toaken together, these goals are clearly means to, and precondi-
tions for, what must be the primary development objective of the
Alliance ; that is, the attainment of o more ample and equitable distri-
bution of income. ]

In this context the educational goal is not only fundamental as o
means of inereasing the productive efficiency of the Latin American
peoples, but of the highest order of importance as the vehicle through
which vast numbers of economically and politically disenfranchised
people can ncquire access to productive opportunity and a stake in
development., Thus, for those countries with reasonable growth and
stability, the priority need is to open up “access,” through greater edu-
cational opportunity, which the economic preconditions male possible.
Even for Brazil and Colombia, where the attainment of stabilization
and growth have heen the major preoccupation of governmental policy,
it would seem that priority attention can now be (and apparently is
being) given to educational goals. While this goal is of lesser conse-
quence for such countries as Uruguay, Costa Rica, Argenting and
Chile, where literacy mates are 85 percent or more and over two-thirds
of all school-age children are enrolled, improvement in educational
quality, particularly on the secondary and university levels, remains
an important priority. For such countries as Bolivia, Honduras, and
Guatemala, where less than a third are literate, but where more than
half of the primary school-age children are now enrolled, the tran-
scendent importance of the priority is evident.

Qur analysis below demonstrates that there have been remarkable
educational successes, but for most countries, when measured against
the priority and the needs, progress is not yet adequate. Thus, for ex-
ample, the number of children 5 to 14 years of age who were enrolled
in sehool increased from 24.2 miiion 1n 1960 to 85.8 million in 1967,
an increase in the percentage of that age group enrolled in school of
from 47.8 to 56.8. At the same time, the absolute number of children
not enroited 1n school increased from 26.5 million in 1960 to 27.3
million in 1967.

1 Dafa between 1962 and 1967,

v
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The ggrarian reform goal of the Alliance, by which is generally
meant o Tedivision and distribution of land, is for most. countries the
most difficult goal to confront, Tand reform imvolving the breaking
up of large land holdings immediately brings a confrontation with an
element, of the power structure that is normally well represented in
the national government.attempting the reform. Also, for many coun-
tries, where there are large amounts of public land available for dis-
tribution, such as in Brazll and in parts of Central America, or where
the key to rural progress lies.in increased productivity by the poor
landholder, be he owner or tenant, land reform through large seale
distribution .of existing titled properties is not the clear path to
progress. For these reasons, many Latin American governments have.
put their priority emphasis on the promotion of agricultural pro-
ductivity, including technological modernization, and market develop-
ment including credit, extension services, feeder roads, -and storage
facilities. Half the countries increased their central government ex-
penditures on agriculture by more than 50 percent from 1963 to 1967.
oix of them more than tripled their allocations in that period, signal-
ing their clear recognition-of this priority area, and the desirability of
acting immediately on the basic productivity and production problems,
Increased agricultural productivity measures have directly affected
and benefited millions of small, impoverished landholders or squat-
ters. In Venezuela, for instance, the value of agrieultural production
rose from $574 per economically active person in 1961 to-$821 in 1967,
Credit cooperatives, -extension services and pricing programs have
brought visible benéfits to millions and, as the data in our report indi-
cate, have yielded considerable gains in productivity.

More basic approaches to the land tenure and distribution problem
=~ have come slowly, with many delays in securing needed legislation

and.required constitutional amendments. Legislatively authorized pro-
grams have also tended to start slowly as the administering agencies
sought effective methods throngh carefnl planning and expesrimenta-
tioh. Thers is still much controversy abont how to select land for
redistribution, to choose recipients, and how much and what kind of
help the new owners need in-order to-be successful.

Mexico and Bolivia began their land reform with revolution, and
have continned the process. with recent emphasis, however, increasing-
1y foeused upon productivity aspects. Venezuela, Colombia, and Chile
have redistribution programs in various stages of-advance. Brazil has
taken important steps toward opening her vast, underutilized public
lands to colonization and markedly improving agricultural productiv-
itv. Whether land distribution and productivity-inducing programs

- will reach the many millions of landless'and impoverished peasants in
Colombia., Peru, Ecuador, thé northeast of Brazil. and the countries
of Central America.in time to avert political and ecoriomic tnzmoil
yebremains a question. critical to‘the future of the Alliance. THe high:
priority of both productivity and distribution programs is clear.

Dramatic progress has been made toward alleviating certain ofi the
pressing public healtly problems -that -led the Alliance architects to
include hedIth aeasures:as a-charter goal. Thus, the charter target of

v~ furnishing at least-70 percent of thé hemisphere’s urban. population
with potable water Will be achieved by 1971. New or tmproved water-
supply services have been brought to some 43 million’ people: in the

1T

autt Poee  *



T -

TV e T e

7

cities of Latin America. This objective was singled out as of very high
priority beeause of the exceptionally high infant mortality rate and
pervasively debilitating impact on urban populations of water-borne
gastrointestinal disease.

The importance of the health goal and the remaining ereat health
needs in the Americas are evident. Fulfillment of the goals will turn
mn large part on progress on other fronts, such as the elimination of
malnutrition through increased foed -availability, and scientific break-
throughs yet to come, for example, with 2 preventative for Chagas

sease.

Almost every country in Latin America has successfully reorganized
and reoriented: its public health programs, and in each, considerable
Leadway is being made in public health educational efforts, vaccination
programs, malaria comtrol, and other key programs. The great de-
ficiencies in trained medical personnel are becoming increasingly recog-
nized and while progress is slow as measured against the need, it is
dramatic. The average number of physicians gradusting each year has
risen from 6,800 to 9,200 and will grow far faster when the 41 new
medical schools opened since 1961 begin graduating classes at full
capacity.

Lzaminaiion of progress toward the individual Alliance goals raises
several cautionary points which should be underscored. First, only a
few of the goals are “self-interpreting” in that they offer clear-cut
quantitative benchmarks against which to measure progress. Most are
susceptible to a variety of measures-and interpretations, In our discus-
sion we aftempted to describe these various ways of looking at the
meaning of individual goals, and to make explictt the sense in which
each is used in our-analysis. Second, even in the few instances in which

uantitative targets are specified, the significance for development of
the attainment or nonattainment of any or some of the goals is not
always selfevident. The significance of any country’s performance
vis-a-vis any particular goal or group of goals, or relative to other
countries, is susceptible to quite varymng interpretation. The tangled
cause and effect relationships of goals and priorities in each country,
and the many essentially qualitative aspects which must be weighed m
assessing development progress preclude the application of mecha-
nistic models in evaluating Alliance achievement. Inevitably, evalu-
ative conclusions must be based upon judgmental weighing and
analysis. While the data offer basic guidance for judgment, they often
maslk important interrelationships and significance. The trends meas-
ured by the statistics need to be taken only as indicators of the direc-
tion and order of magnitude of movement. Particularly when the aver-
age annual change over the period is small compared with the annual
fluctuations, any large annual change will have o velatively strong
effect on the average for the period. A relatively “successful” or “un-
successful” country may switch to another rating group as the result
of an atypieal year’s performance which, in fact, has little or no long-
range significance. The reverse is also true. If annual country changes
are relatively small, a country that has reversed its previous poor
record may have to do well for a number of years before its average
qualifies it to enter the relatively successful group.

Third, there is the question of comparability. Judging performance
involves the weighing and comparing of various factors which actually
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may be incommensurate—an apples-and-oranges addition problem.
How is a high level of attainment with a slow rate of improvement to
he credited: relative to a fast rate of improvement at astill low level of
accomplishment? Thus, primary school enrollment may have inereased
greatly, but with one country going from 40 to 60 percent of the school-
age population and another from 50-to 70 percent. Or one country may
have reduced mortality only of children under 1 year, while another
only of children from 1 to 5. Some countries performed well at the
beginning of the period, and in spite of faltering, show better averages
than poorer performers that recently have been progressing at an ac-
celerating pace, Finally, there are cases especially in respect to price
/ stabilization where we know that strong efforts have been made and
deserve commendation even though accomplishment in the sense of
achievement of relative price stability Is as yet incomplete.

The question of whether the Alliance is attaining 1ts goal points up
the difficulty that has plagued this effort since its beginnings. There 1s
no easy path to modernization of the traditional societies and archaic
economies of Latin Ameriea. Yet the rhetoric of development has so
overshadowed the reality, that reasonable men have been led to con-
clude that o decade of development could achieve progress to match
that of the Buropean nations under the Marshall Plan, The sober reali-
ties that must be faced, and the inevitable frustrations, delays, and
turmoil which must accompany the basic social and economic change
celled for in the Alliance goals, have been increasingly forced upon
those concerned with this great undertaking.

We believe that precisely this problem would have made more
specific quantitative and time frame benchmarks nndesirable. The most
unrealistic goal of all would have the attainment of all the objectives
of the Alliance, howsver quantified, in a 10-year period. Realism re-
quired that the goals be stated generally, leaving to the individual
countries the assignment of priorities in light of their own unique
needs and desires, obstacles and capacities. There can be no uniform
definition of the extent of these needs for all the diverse countries of
Tatin America, much less o uniform estimate of the nature or cost of
the policies and programs which are required.

The record shows significant accomplishment by every country in
some area of Alliance objectives. There is no question that the goals
are being pursued and can be met. Less clear is how long the process
will take. That the original Alliance period of a decade was far too
short a time span was realized long ago. It was formally recognized
in President Johnson’s message of November 23, 1965, fo the Second
Special Inter-American Conference at Ric de Janeiro:

Recognizing that fulfillment of our goals will require the continnation of ihe
joint effort beyond 1971. I wish fo inform. the Conference—and through you, your
respective countries—that the T.8, will be prepared to extend mutual commitment
beyond the time foreseen in the Charter of Punta del Este.

President Johnson’s affirmation was subsequently reaffirmed by the
Presidents of the American Republics meeting at Punta del Este in
April 1967.
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NoTE ON STATISTICS

Throughout this study we have relied mainly on the statistical data
used in the ATD congressional presentation in the spring of 1968.
Compilation of the updated series to be used in this year’s presenta-
tion 1s not yet complete. In the process of annual updating, we fre-
quently revise and refine prior year entries, Often entire series are
revised as stafistical collection agencies improve their work. It is
possible, therefore, when the revised date are presented later this year,
that certain trends may appear that give somewhat different measures
of progress, and lead to somewhat different conclusions about the
extent of accomplishment by individual countries, or their perform-
ance relative to other countries.



PART II. REVIEW OF THE GOALS
Charter Goals
Prr Carrra Growrn

To achieve in the participating Latin American countries a substan-
tial and sustained growth of per capita income at a.rate designed to at-
tain, at the earliest possible date, levels of income capable of assur-
ing self-sustaining development, and sufficient to make Latin Ameri-
can income levels constantly larger in relation to the Jevels of the more
industrialized nations. In this way the gap bebween the living stand-
ards of Latin America and those of the more developed countries can
be narrowed. Similarly, presently existing differences in mcome levels
among the Latin American countries will be reduced by accelerating
the development of the relatively less developed countries and grant-
ing them maximum priority in the distribution of resources and in
infernational cooperation in general. In evaluating the degree of rela-
tive development, account will be taken not only of average levels of
real income and gross product per capita, but also of indices of infant
mortality, illiteracy, and per capita daily calorie intake.

Tt is recognized that, in order to reach these objectives within a req-
sonable time, the rate of economic growth in any country of Latin
America. should be not less than 2.5 percent per capita per year, and
that each participating country should determine its own growth tar-
get in the light of its stage of social and economic evolubion, resource
endowment, and ability to mobilize national efiorts for development.

1. ANWALYSIS OF THE GOAL

Among the few goals precisely quantified by the Latin American
leaders in the Charter of Punta del Este was a minimum 2.5 percent
annnal inereage in per capita GNP. -

The stowdown in growth in‘many countries beginning in the latter
half of the last decade and early 1960°s vividly focused hemispheric
attention on the need for extraordinary measures to strengthen their
fragile economies. Fallure to grow had many and varied root causes,
with no two country situations being precisely alilke. Not only were
the policy and investment jg)rescriptions different for each country, but
so too, were the probable “development consequences” of attainment
of this growth rate. The charter framers recognized, of course, that the
2.5 percent growth target masked these very important country dif-
ferences buf assumed quite reasonably that meaningful and sustainec
development was more likely to occur in o bucyant setting of 2.5 per-
cent annual growth than in one of lagging productivity. They took as
their growth benchmark the rate attained by the region in the rela-
tively prosperous early 1950%. At 2.5 percent per annum, per eapita

{1i})
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income would double in. 28 years. At a lesser rate, for example 114 per-
cent, this would require 48 years. A slower rate would thus offer con-
siderably less hope of relieving the massive poverty of the region. This
Alliance per capita growth target has since been assigned great signifi-
cance by many as the most ready summary measure of progress.

While & per capita GNP growth rate is 4 convenient yardstick
against which to gage development, it is a rongh measure at best. It
readily combines the effects of the growth of total national product
and of population expansion. It also allows some limited inter-country
comparisons, but masks or omits numerous other developmentally sig=
nificant parameters. Also, there has been a tendency to use this short-
hand index number as a measure of governmental effectiveness, such
that perspicacity and vigor are uncritically attributed to governments
of countries in which the rate is achieved, and incompetence or weak-
ness to governments of conutries which fail to obtain this magic num-
ber. This use of the index neglects the fact that many, if not most, of
the forces which bear heavily upon GNP growth may simply not be
within the immediate control of the government and that key develop-
ment policies may not, on the othertiw,nd, be directly reflected in this
index. Reasonable policies in such areas as investment incentives may be
executed, for example, but still other factors such as adverse world
prices for key export commodities moay prevent the successful results
sought., External factors, such as weather, and world market prices,
have been very significant in affecting Latin, American growth. Also,
significant institutional reforms and the initiation of priority pro-
grams and investments may have little impact in the short run on
per capita growth, but should make a subsbantial contribution to
growth in the longer term. Further, as an “average,” per capita growth
masks the very uneven income-distribution, the large gaps between rich
and poor,.and: the disparities between urban.arid rural.sectors, existing
in many Alliance-countries, The social and political obstacles to achiev-
ing this separate Alliance goal of more equitable distribution as well
as the difficulties in measuring progress in the area are further dis-
cussed in the section on income distribution. _

Great: care is also required in using the per capifa data for intercoun-
try comparisons. Here comparisons are normally made in constant
dollar terms, calculated at existing exchange rates: In reality, however,
purchasing power within the many different economies in local cur-
rencies varies relative to the dollar in time, and from country to coun-
try. Thus, while perhaps a more useful index than most, levels.of per
capita income are not dependable indicators of relabive real income
among countries. Also, the short-term and artificial nature of the
calendar year measuring period for national accounting often lumps
together short-term fluctuations which distort or obscure important
underlying trends. As a result, any single year-to-year change is apt
to have little longer run significance,

Despite these many limitations, GNP growth remains the most con-
venient tool to measure increases in total national prodmetion and
through that the changes in the resources which each country has
available over time for consumption, investment, and exports, on which
both welfare and growth depend.

26-106—6G8—-3
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2. EXPERTENCE TO DATE

Over the ‘Alliance period, Latin: America has averaged 4.5 percent
growth per year of its total combined GN-P. In-comparison, the United

tates averaged 5.1 percent per anuuin over the same period, and the
OECD countries, 4.3 percent. Among other less developed regions,
South Asia (India, Pakistan, Ceylon) showed 4.2 percent average
yearly growth and Africa showed 4.0 percent, On the other hand de-
veloping nations in East Asia (Taiwan, Thailand, Korea, Philippines,
Malaysia) averaged 7.1 percent total GNP growth per year from 1961
to 1967. Such performance in part reflects the successful development
efforts of Taiwan, Thailand, and Korea. Since per capita GNP is a
Tunetion of both output and population, it becomes evident that Latin
American nations, with populations increasing at some of the fastest
rates in the world, must attain total growth rates of 5.5 percent and
more—higher than the United States average—to attain the Alliance
goals of 2.5 percent per capita. The diffienlty of attaining this target
must not be underestimated. Per capita growth is a function of the
change in GNP related to the change In population. While GNP
growth has been respectable, indeed exceptional for some countries,
population increase has also been rapid. It 1s in this ratio of population
to, productivity growth that the major dilemma of the Alliance ve-
sides. - While attention has been focused thus far upon GNP growth,
the population denominator in the equation Is now being given in-
creasingly-more emphasis.

Turning to the specifics of the actual Alliance period and progress
toward the per capita growth rate goal, the figzure combining averagpe
performance of all 18 Republics over all Alliance yéars (1961-67) 1s
1.5 percent. The actual significance of this figure, however, can be
understood only in analyzing individual country growth rates. Seven
* ¢ountries’surpassed the Alliance target, some by a substantial margin:
Panama (4.7 percent), Bolivia (8.4 percent), Mexico (3.1 percent),
Nicaragua (3 percent), Bl Salvador (2.9 percent), Peru and Costa
Rica (both 2.6 percent). Those whose per capita growth rafes ex-
ceeded the regional average (1.5 percent) but did not achieve the
minimum target of 2:5 percent are: Chile (1.8 percent), Guatemala
(1.7 percent}, Henador (1.6 percent), and Venezuels (1.5 percent). In
the low growth group fall Colombia (1.1 percent), Brazil (0.9 per-
cent), Honduras (0.9 percent), Dominican Republic (0.5 peicent),
Argenting (0:4 percent), Paraguay (0.2.percent), and Urnguay ( —1.1
percent), With one exception, per capita income growth in these latter
countries has fluctyated widely from year to year. Brazil’s per capita
growth rate, on the other’hand, has been moving steadily upward from
a low.base since 1963 of —1.4 to.2.4 percent in 1967 and a-projected: 2.9
percent in 1968. Colombia’s projected 1968 growth of 2.8 percent per
capita moves it for that year out of the low.growth category too. -

" Although data is still preliminary, the 1968 regional per capita
growth rate will apparently come very close to the Alliance gosl of
2.5 percent, Hconomic recoveries in Brazil, Argentina, and Colombis
as well as continued high growth in Mexico. and Venezuela contribute
to this achievement. A brief glance at-the country groups will make
evident a diversity of characteristics in respect to levels of industriali-
zation, resource endowment, size of economy and population, relative
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amounts of external assistance, type of political system, level of per
capita GNP, etc. Within each of the three groups, the countries com-
bined and used the total resources available to them an varying unique
ways. Bolivia’s output per person in 1967 for example.measured only
$161, while Mexico’s was $507. Yet the two countries grew at very much
the same rates.

3. CONCLUSION

All things considered, the 2.5-percent target is a useful, short hand,
and very qualified measure of performance. To jettison this target
would be difficult, given the importance it has had in Alliance discus-
sions. Also, 1t provides a useful vehicle for focusing attention in the
Americas on the substantively central issues that De behind the per
capita growth figure, such as productive capacity and efficiency, sav-
ing and investment levels and allocation, population and employment,
and income distribution. Despite all its many limitations, we therefore
see no objection to its retention as a goal for the future,

TABLE A—AVERAGE ANNUAL INCREASES OF PER GAPITA GNP
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TABLE B —GROWTH IN TOTAL AND PER CAPITA GROSS I‘"IATIONAL PRODUCT IN THE LATIN AMERICAN REPUBLICS
[GHP iy ulligns of US dellars, par capita GNP in US dollars) -

1950 1961 1962 1963 1964 1965 1966 1967t

Argeniina: e
E Grass national pradugh. oo .o oce e 13,780 14,710 14,450 13,950 15,060 16,350 16,240 16,550
Percent ehange. - measmr oo oo cmmceemea e 6.7 -—-1.8 =35 8 §8 —09 .8
Per capitd GNP ce e e ccccccca e €67 700 Th 643 684 733 716 78 )
Percent change_ o acemeeoom oo 4.9 —3.3 —5 6.3 7.1 24 0i3
Bolwia:
Gross national product._ 498 927 05% 584 616 659 698
Percent change 2 58 6 45 5.5 7 4.6
Per capita GNPeee n .o 132 136 142 145 149 156 - 161
| Percent changa__. i} 3.5 37 2.1 3 4.5 3.4
Brazil:
Gross national praduet. oo oo 20,080 21,540 22,700 23,060 23,780 24,700 25,790 27,100
Pereent change. o oeeeer oo L3 54 16 3.1 33 4.4 51
Per capita BNP - c e e e ceeam 286 297 304 300 300 303 307 316
Percent ehange . cccocammmencccccee e 4.2 23 =14 0.1 0.3 1.4 2
Chile:
Gross natronal product e aa- 3,623 3,848 4,028 4,226 4,395 4,597 4,87 5040
Percent change. - - ccecemcmcmmmmamasae 62 47 4 4.6 59 36

Per capita GNP_____ 471 480 502 513 524 535 556 563
o Peprll:ent change... e 4 25 25 1.8 2.2 3.9 1.2

See foatnales at end of table, p 5
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TABLE B.—GROWTH IN TOTAL AND PER CAPITA GROSS NATIONAL PRODUCT IN THE LATIN AMERICAN REPUBLICS
[GNP 17 mllions of U S. dallars; per capita GNP in U S, dollars]

1960 1961 1962 1963 1964 1965 1966 19671

Colar&‘ibla- 4204 4,389 4, 590 4,724 5,013 5,177 5,462 5,675
rass national prodoct. oo s y ” 3 s » s
Percent chgnge________.__-__ __________ 44 4.6 29 61 33 56 4
Per capla GNP ________ 273 276 280 278 287 287 293 295
Peteant CHANEE. oo e mmmmmmeem 1.1 1.3 ~0.3 23 0 2 0.8
Cust&mca 468 469 50D 528 546 593 631 K69
f03s national praduct.. .. .-
Percent chgnge __________________ .2 6.6 L 31 86 6 4 &
Par capita GNP____._______ 378 383 373 379 373 393 405 420
Percent ChanEe. e m e oo oo cmamm——— -3, 5 2,8 .6 03 4,6 25 2.5
Domimecan Republic:
Gross national product. oo oo oo e 894 807 518 967 1,034 389 836 1,026
Percert ehange. . iiieses-.- —3 5 13.8 3.3 69 -—I4 12 30
Per capia GNP oo oo e 282 256 282 287 296 245 265 254
Percent change. oo oo -3 2 98 1.7 3.1 17 3.3 —0.6
Ecuador.
Gross national Product. e eeece e e 862 g74 1,022 1,071 1,147 1,186 1,245 1,310
Percent change. - e 12 4.9 18 7.1 3.4 3 22
Pereapha GNP o e e e e oo eee 223 219 223 22 234 233 237 241
Pereentehange. oo eeeeeee. —1 8 18 L4 36 01 1.6 L8
El Szlvador;
Gross natonal product 583 608 G883 713 764 801 745 830
Percent CHaNge . e e e ime ceem e e ma e 43 131 36 7.2 4.8 5.5 4,1
Percapita GNP______ 23 237 260 261 21 275 281 286
Percent cHange . . e emem e e 1.2 9.7 0.4 3.9 L5 2.2 0.8
Guatemala
Gross matianal pradoet. .o 1,028 1,067 1,004 1,232 1,313 1,410 1,473 1,438
Pergent change . o ae e e mee e e amm e 3.8 z25 126 6.6 74 45 3,6
Pereapfa GNP .. 282 263 261 285 204 305 309 203
Hants Percent Change. c o occccc e em e e 0ie 08 92 32 38 12 04
.
Gross national praduct ______._. ... @ () )] («‘? (% 1327 (% ®
Percent change. e aee o uaw &2} (2) { ) ) G Ez)
Par eapita GNP e @ ) ()] %) (£ L7005 1)
Percent change. - o oo (a) @ *) O &) O] )
Horduras:
Gross natronal product... . oo ceccceeee e 429 430 449 460 485 516 536 586
Percentchange ..o inan 0.2 44 2.4 54 - 6.4 39 3.1
Per camta GNP...--- z2l 215 217 216 221 228 230 221
Mes Percentchange__._________ .. __. 2.7 1.3 =06 23 iz 07 0.3
[-34] 004
Gross natsonal produet.. o oo 15,150 15, GBD 16,430 17,460 15,210 20,240 21,770 23,160
Percent change_ . e 48 6.3 10 5.4 1.6 6.4
Percapita GNP oo e ceaeeeae 420 421 426 438 466 474 493 . 507
N Percent chamge._ . s .2 1.2 2,8 6.4 1,3 4 2.8
ICATAgY:
Gross natmnal prodect_. . 378 403 444 477 505 548 567 624
Percentchange. a oo oo oo aas 6.8 it 2 7.4 59 8.5 35 4
- PercapitaGNP_ . __ 268 2717 297 310 316 331 331 352
Percent changa,___.___ - I | 72 44 2.2 4.8 =1 .5
Panama.
Gross natianal prndul:i ................... 430 176 518 61 589 640 703 755
Percent ghange o oo oo oo 107 3.8 4.3 3 8.6 9.8 8.2
Percapita GNP ... __._. 408 435 458 481 489 514 546 5568
Parcent change e c e oo e 7.4 5,4 4,9 1.7 5.1 63 4.7
Parageay:
{aross national prodoci.. 377 366 408 117 431 456 463 458
Percent change. ... R | 57 22 34 5.8 1.5 1.1
Per capita GNP.__... 213 214 220 219 221 227 225 217
p Percent change . .. e —.5 2.7 —.b .4 3 -—-Lz2 -2
aru-
Gross national product___________________ 2,438 2, 53'] 2,881 2900 224 3,362 3,247 3,700
Percent Change .. e ieemaeeeas 8.2 93 3.8 7.8 4.3 55 4.3
Per capita GNP cce e e mmeemeee 243 256 2711 273 285 289 299 299
y Parcentchanga._ .. .o 5.3 6.1 T 46 1.1 23 1.2
fuguay: N
Gross nationak product .. 1,458 1, 502 1,469 1,45 I 511 1,526 1,85 1,525
Percent change . oo e m -2.2 —-1 3.9 1 2.6 =286
Percapita GNP_ . __.. 575 534 562 549 563 562 589 547
Percent change oo e e e e L -39 -214 2.6 =2 12 =39

See footnotes at end of table, p. 15
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TABLE B —GROWTH IN TOTAL AND PER CAPITA GROSS NATIONAL PRODUCT IN THE LATIN AMER|IGAN REPUBLICS
[GNP in mullions of U S dollars, per capitz GNP in US dollars]

1950 1961 1962 1963 1964 1365 1966 19671

Venezuela:
Grass national preduct__ 6,440 6,735 7,345 7,720 7,940  B,340
Pescent change..__ 52 4.8 g1 2.1 28 5
Per capita GNP________ 818 827 872 385 879 892
Percentchamge _____________________________ 1.8 1.1 55 L5 —.7 14

Subfotal, 5 CAEC Republies:

Gross natianal produet__....... 2,835 2,977 3,175 3,410 3,613 3,868 4,052 4,167
Percent change. . - vmeeevocmcvrronn L2 8.7 7.4 6 7.1 48 42
Per capita GNP oo ee 262 282 270 282 288 299 303 302
Pereent change___ . _____________ 0 13 8 2.5 3.7 14 .8

Total, 18 Latin American Republics:
Gress national product___ 72,790 76,544 79,556 81,584 B8f,936 91,357 95,209 59,514
Percentchange___________________ 52 3.9 2.5 6.6 5.1 4.3 4.5
Per capita GNP...... 374 382 385 384 397 406 411 418
Percent change_______._.__.___._.. 2.4 1 0.4 36 2.1 1.3 1.5
Total, 18 Latin American Republics . -
withont Argentina and Brazil;

Gross national product________ 38,933 40,294 42,406 44,574 48,096 50,277 53,269 eomnoo-.
Percentehange. . _____.________... 35§ 5.2 51 19 4.5 | T
Per tapita GNP .- oo cccmeeee 375 376 384 391 409 414 425 ..
Percent change.__________________ L3 21 18 4.6 i,2 Y

1 Rough estimate
2Trend data not available.

Nole GNP-data are expressed in 1986 constant prices, converted to dollars at official or elfective 1986 exchange rafes;
they remain unadjusted for mequalities in purchasing power among countries All data are approximate, but per capita
GNP growth rates in parficular may show some 2pparent discrepancies due both 1o varations [n estimated annuat popu-
lation growth and 1o the sflects of ruundmg. Data nok shown arenot avallable In this form, 1967 data are estimates based
on avaifable information as of Janvary 1968,

Source. AlD: PC/SRD.

Ixcone DisTRIBUTION

To make the benefits of economic progress available to all citizens
of all economic and social groups through a more equitable distribution
of national income, raising more ra,pidply the income and standard of
living of the needier sectors of the population, at the same time that a
higher proportion of the national product is devoted to investment.

1. ANALISIS OF THE GOAL

If the purpose of development is broadly viewed as being the attain-
ment of a more adequate and ample income distribution this goal can
be viewed as the paramount Alliance objective. In this sense the other
charter objectives are means to thisend.

The aim, as in the case of per capita income growth, was inereased
welfare for the economically disadvantaged. Greater income for the
poor can come from either greater output or more equitable distribu-
tion. However, measures to transfer income may reduce saving and
investment by the higher income groups, increase the total of resources
used for consumption, and reduce the rate of growth of output. The
authors expressed their recognition of this problem by specifying that
2 higher proportion of the national product should also be devoted to
investment. On the other hand, if conflict between growth and distri-
bution policies ean be avoided, it 1s clear that the E.igher the growth
rate, the easier it may be, both economically and polit'mallg, to carry
out policies with redistribution effects, since no groups need suffer an
absolute decline in income,
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Standards of living are affected not only by changes in levels of per-
sonal income in cash or kind, but by the availability, quality, and rela-
tive prices of goods available for personal consumption, and by the
total environmental conditions under which people live, including the
adequacy of public health and education facilities, social insurance,
employment opportunities, and civil and pelitical rights. There is no
precise way to measure total economic welfare in this sense, or to com-
pare the welfare of one group with that of another.

2. EXPERIENCE TO DATE

While the developed countries of the world have statistieal systems
which turn out data relating the number of individuals or familiesin
* an economy with various levels of annual income; most Liatin American
countries have not collected this kind of information and none has
collected it over time so as to permit measurement of change through
the Alliance period. Census and household budget survey programs
getting underway in several countries should provide considerable
help for the future, although none can reasonably be expected to rem-
edy fully the conceptnal difficulties discussed above of measuring
income comparable in welfare terms.
A, TN, Economic Gommission for Latin America study issued in
- 1967 showed income structures of Argentina, Brazil, and Mexico that
"were remarkably similar with the top 10 percent of the population
recelving about 40 percent of total income, and the bottom 40 percent
receiving 10 to 14 percent. It seems likely that these basic proportions
have changed little since the early 1960°s.
Scattered data on wage rates in relation to prices (i.e., “real” wage
rates) in various industries in various countries show increases, but
“thers is no rveliable way to separate any redistributive element from
the positive influences of general income growth, special prosperity or
union strength in speecific industries, or the negative influences of
anti-inflation programs, or unempioyment, rural-fo-urban migration,
and accompanying overcrowding of service trades.

_Until more appropriate direct data are collected, we are left mainly
with indirect indicators. These are provided, for example, by develop-
ments in the fields of health and education. Inereasing life expectancy,

“through improved sanitation and nutrition, malaria control, and
inoculation against the epidemic diseases, and more widespread access
to eduncation are major welfare-sharing mechanisms as well as means
for making the disadvantaged groups more productive. The priority
-attention being given in development planning to increasing agricul-
tural productivity also aims at helping some of the lowest income
groups in the region, namely the agricultural worker and small
cultivator. . .

3. CONCLUSION

-" The mnavailability -or weakness of data reflecting shifts in welfare
‘and income distribution handicap—but do .not make impossible—
"nationa] development and aid programing. Continued and more inten-
sive-efforts to develop and reform such data.are elearly important to
better measurement of problems and progress.-While we may not be
able to compare exactly the relative income and consumption of the
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millions of the poor who£ill the soil, we know that every country needs
to take a variety of measuresto make this.group productive, both as a
means to improved welfare and as a base for economic development
and growth. Similar judgments can be made for education, employ-
ment, and urban development policies. Governments and aid agencies
can tell where to put their money by looking at the basic economic and
social problems such as those revealed in the examination of the other
Alliance objectives. .

. Trape DIVERSIFICATION

To achieve diversification in national economic structures, both re-
giongl and fimetional, making them increasingly free from dependence
on the export of - limited number of primary products and the im-
portation of capital goods while attaining stability in the prices of
exports or 1n income derived from exports.

1. ANALYSIS Oor THE GOAL.

‘Lhis goal reflects the long-standing concern with the dependence of
the Latin American countries on-the export of o few primary commodi-
ties. Thé degree of this dependence varies of cotrse. from. country to
country. Hor Mexico, which already trades in o large number of com-
modities, trade diversification. is a Jower priority goal than, for exam-
ple, Brazil or Colombia who depend heavily on-coffee, or Chile, whose
exports are T0 percent copper, or the Dominican Republic, half of
whose exports are sugar.

Success 1n. this area, along with industrialization, is a good general
indicator of economic devéldprent. Progress in achieving-this objec-
tive can be measured, among other ways, by considering trends in
development of main sectors contributing to Latin America’s gross
domestic product, and also'by anralyzing the-composition of the region’s
exports. T '

) 2. ESPERIENCE TO DATE

The evidence :of diversification.under way in the structure of Latin
America’s economies is encouraging. A look at-Latin America’s-gross
‘Jomestie product, by sector (table A), shows a generally healthy mo-
mentum in industrial production, particularly the manufacturing sec-
tor, which accounted for a 28 percent share of total product in 1966
compared with 21.3 percent in 1960. Conversely, the share of agricul-
ture decreased to 20.8 percent in 1966 from £21.8 percent in 1960.

A review of thé composition of Latin America’s exports during the
decade of the 1960’ confirms progress in diversification, indicated not

-only by an increased pércentage.of exports.of mamufactures and.semi-

manufactures, but also:by a swing away from -dependence on only one
‘of bwo commodities among exports of primary produets.”

" Data for 196066 show -exports-of manufactures-and semimanufac-
tures (SIT * categories 5-8) increasing from 9-percent of 'total esports
in 1980-to' 18 percent in 1966, The rate of ;growth of exports: of manu-
factirés and semimahufactures during the period has heen anore dy-
namic than that of total exports—91 percent over the 6-year period,
compared with a 85-percent expansion for all exports (table D).

2 Sfandard International Trade Classificatlon,
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The growing importance of manufactures in total exports is notable,
for instance, in the cases of Argentina, Brazil, and El Salvador (table
C). In Argentina, exports in the SITC 5-8 categories inereased from
4 percent of total exports in 1962 to 6 percent in 1966, prowing by 136
percent, compared to a 31 percent growth for total exports. Brazil’s
exports of manufactures increased by 235 percent from 1962 to 1966,
compared to a 43 percent increase in overall exports; as a share of
Brazil’s total exports, manufactures, and semimanufactures grew from
3 percent in 1962 to 7 percent in 1966. Developments in Bl Salvador are
even more striking : exports of manufactures in 1966 were 291 percent
above 1962 levels, representing an expansion in manufactures’ share of
total exports from 8 percent to 23 percent. In Mexico, on the other hand,
where manufactures already accounted for a substantial portion of
total exports in 1962—23 percent, this share remained at approximately
the same Jevel throughout the period. While exports of manufactures
grew at g less dynamic rate than total exports—8 percent as compared
with 33 percent, the growth rate for the manufacturing sector reached
10 percent in 1966, well above the average for the last decade (8 per-
cent) ; thus, nanufacturing was the principal factor responsible for the
overall growth of Mexico’s gross national product in that period.

Evidence of increasing diversification in Latin America’s exports
15 also found in intrazonal trade. As indicated in table Dy intra-
LAFTA trade, while still consisting largely of primary products,
shows.a growing relative importance of hoth manufactures and semi-
manufactures.

The growth of the industrial sector is not the only evidence of diven-
sification of the economic base, and diminishing dependence on tradi-
tional export products. For instance, in 1962, six Latin American
countries depended on coffee for more than 50 percent of their total
export recelpts; by 1967 the number hrad dropped to two. A comparison
of the relative importance of coffee in the total trade of the major
coffes-exporting countries in 1962 and 1967 (see table E) shows de-
creasing dependence on coffes in all but two countries, and in these
two, coffee was not of major importance. Additional evidence of the
movement into new lines of agricultural production is found in the
rapid growth of meat exports from the Dominican Republic and
Central America In recent years.

3. CONCLUSIONS

7

The goals of the Alliance with resg;act to diversification of Industry
and agriculture are as important to the development of healthy Latin
American economies today as they were in 1961. Whether the momen-
tum of recent years can be maintained depends on many factors, first
amone which is the ability of the countries fo maintain financial
stability. Rapid progress toward development of an integrated Latin
American Common Market would provide a stimulus to more rapid
diversification of both industry and agriculture. Also, proposals now
under consideration for according preferential tariff treatment to-ex-
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ports of less developed countries could be an important factor in en-
couraging diversification of Latin American industry and broadening
the range of products which figure in Latin America’s export frade.
The recently established Inter-American Export Promotion Center in
Bogota, Colombia, should make a contribution to the export diversifi-
cation. programx by developing market information and providing
Latin American entrepreneurs with training in marketing and adver-
tising methods.

Diversification of agriculture in countries overly dependent on a
few crops should continue to receive priority attention.

‘We conclude not only that this goal should be kept, but also that in
fact it is 4 ‘basic economic policy goal of almost every Latin American
government, Since the major constraints may well be in trade oppor-
tunities with Europe and the United States, this goal should be stressed
in United States and European policies vis-a-vis the Latin American
countries.

TABLE A—LATIN AMERICA: GROSS DUMESTIC PRODUCT, BY SECTOR, ! 1960, 1965, AND 1966

[Percentages]

1960 1365 1966

1 Agricubture; forestry and fisHer#8.um e cans e mmam e oo ZLB 2L.5 20,8
2 Mining and qUATTYINE o e eeceecmeme———————————aeaanae 5.1 5.0 49
3 ManufaeRering . o e mm e ———— 213 223 23"
L T 3 T o L RS 33 30 3
5 Electcicity, gas and waler ______ i e eceieiceemamem——e————— 14 L7 LE
& Transport and cOMMURIEAtONS .. o o oo e o e oo emmmae 8.5 65 6.5
Subtotal: Essential poods and SErviCeS. e moccccccccmcmcccaean 59 4 60 0 60.2

7. Trade and RRANCe_ - a oo emmmm—ca—a——cme—mm—cammeeem 182 18 5 18,5
8 Public admunistration and defense.. . cemecmcomccmccccmacazammrm o 1.3 B.8 6.8
O OHHEr SEIVICES o o o iamiammmmm———————— 151 147 14 5
Tolak o iamaamae . 100.0 100.0 1000

t Caleulated on the basis of the gross domesbic produet at Factor east and expressed in constant 1960 prices.
Source: ECLA, on the basis of official statistics

TABLE B—LATIN AMERICAN EXPORTS BY COMMODITY CLASSES, 1960-G6
[Millions of dollars Fo b |

Mano-
Total! facturets Percent
(SITC 09 (SITC 5-8) +of total
8,610 800 9.3
8,710 823 5.5
9,170 859 94
0’740 883 10.1
10, 500 1,146 10.8
10,000 1,284 11.6
11,660 1,526 131
Increase 1960 ko 1965 (percent). i e e B [ R,

151TC section 9. Miscellanecus transactions and commed ties—n.e s,
Source “‘Monthly Bufletin of Statistics,” Unitad Natians, March 1966 and March 1958,

26-106—890——4
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TABLE C.—EXPORTS OF SELECTED LATIN AMERICAN REPUBLICS BY COMMODITY CLASSES—1962-66

[Milhens of dollars f o b.)

Total! Manufacturers Percent of
(8ITC -3 (SITC 5-8) tokal
Argentina
1962 e e — 1,216 42 35
1963 e m———————— e oo amam 1,365 84 62
IO e e e e I, 41 M 7.4
108 e T 1,493 82 595
T 1,593 9§ 6.2
Increase. . e e e e e e o 31 136 e et
Brazil:
1962 1,214 37 3.1
1,406 42 3.0
1,430 77 5.4
1,535 127 30
1,74 124 71
a3 235 o nam
136 11 g1
154 19 23
178 a8 o
189 33 12.5
189 43 22.8
Increase lSE:E to 1365 (101 39 29 e
Mexico
R | -899 208 '23.1
936 263 28.1
1,022 223 21.8
1,111 238 2L.4
1,192 225 18.9
33 B
1SITC section 5: Miscellaneous transzctions and commogities, ne 5.
Source: "“America en Cifras'’ 1967, OAS,
TABLE D—INTRA-LAFTA TRADE FOR THE YEARS 1962-65.CLASSIFIED AS PRIMARY PRODUCTS, SEMI-
- - MANUFACTURES, AND MANUFAGCTURES
[In thousands of U S. dollars and percentages]
1862 1863 1954 1965
Tofal value e e i e 3321,836.9  ©446,393.0  §573,305.3 $676,933.3
Primary:
Valwe o rcaaa. $232,262.6  $£298,591,2  $388,615.0 $446,870 4
Percent of fotal. ..o oe e e 2.2 66. 9 67,7 66,0
Semi-Manufactures.
AlUe. e e e e e ————— $71,229.3 Bi17,115.2  $143,733.9 5181,892.8
Percent of fotal oo e 2.1 26.2 25,1 26,9
Manufactures:
Value. .o - - $18,345 0 330,686.6 41,546, 4 $i8,170, I-
Percent of value. o coac e e R 5.7 6.8 1.z 7.1

Source: Compiled by using LAFTA trade data ard applying criteria for elassifying products contain'ed in delinitions

developed by the United Nations Statistical Survey and the UNCTAD Sefretarial.
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TABLE E—BECLIRE IN RELATIVE IMPORTANCE OF COFFEE IN LATIN AMERIGA'S EXPORT TRADE, 1962-67

[Dallars in milhans]

1962 1567

Exparts all Exports Percent  Exparts all Exports Pereent

Country commodities coffes coffee commodifies coftze coffes
Brazil 1 e 1,214 643 53.0 1,652 733 44.9
Colombma e . 164 343 M0 498 322 65.0
Gosta Rica1__.___ 8 47 %60 133 a5 10.0
Domincan Republic L 172 20 120 152 17 il 0
X TEL Y N, 117 21 18,0 191 41 22 0
El Salvadert_______________ 140 74 53.0 200 99 500
Guaiemala 1 - 109 74 67.0 215 58 3L.0
Hatb oo _ 30 z1 00 2% 13 30
Hondurasa . 78 1t 150 160 17 1.0
MeXico e 901 71 8.0 1,172 64 6.0
Nicaragua®t ____ ... ____________ 82 i 19.0 146 21 14.0
Panamad___________ . 36 i 4.0 81 1 2.0
Poru . oo 540 24 5.9 774 7 30
Venezuela. 2,740 14 16,5 2,830 15 .5
Total W He oo 7,108 1,380 18.1 3,105 1,501 16.5

1 Gountries whose dependence on coffee has decreased,
Souree: Annual Coffee Statistics, Pan Amencan Coffee Bureau, 1962 and 1967,

INDUSTRIATIZATION

To accelerate the process of Tational industrialization so as to in-
crease the productivity of the economy as a whole, taking full advan-
tage of the talents and energles of-both the private and public sectors,
utilizing the natural resonrces of the country and providing productive
and remurerative employment for unemployed or part-time workers.
Within this process of mndustrialization, special attention should be
given to the establishment and development of capital-goods industries.

1. ANALYSIS OF THE GQAL

Industrialization has long been o symbol of economic development,
as well as a major instrument of production and welfare as economies
develop. The relation of industrialization to overall growth and devel-
opment, however, is not arsimple-one. Many less developed countries
have tended to promote industrial expansion while neglecting agrieul-
ture and education. In many cases, this leaves industry with an inade-
quate raw materials and human resource base for efficient production,
while low output and income in other sectors restricts demand for
industrial produets. .

Indicators of industrial growth, therefore, are only rough measures
or outlines of what is happening in an economy. They give little indi-
cation of the desirability or \eﬁ:ciency of that expansion, or whether
some of the capital speut on it might have been more productive if
used for-other purposes Nevertheless, they remain valuable means of
measuring the overall direction and rate of change of the structure of
developing economies,
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2. EXPERTENCE TO DATE
Industrial activity

Reports on gross domestic product show that value added in manu-
facturing contributed a larger peccentage of the gross domestic prod-
uct and income in 1966 than it had in 1960 in 15 of 18 republies, For
the region as & whole, manufacturing now contributes approximately
one-fourth of the gross domestic product, with the second largest share,
about one-fifth, coming from agriculture, forestry, and fisiing.

Those eountries with the largest percentages of gross domestic prod-
uct coming from factories are among those considered the most ad-
vanced of the region. They are, in order of the relative size 0f manu-
facturing production, Argentina, Brazil,Mexico, and Chile. The great-
est relative increases during the 1960—66 period were in Panama and.
Bl Salvador, in both of which the percentage derived from manufac-
turing inereased by about one-fourth.

In the 12 countries for which figures are available on growth of out-
put measured by value of end products, there was an average 1crease
of 40 percent between 1960 and 1966. Production more than doubled
in Panama and Il Salvador and increased by two-thirds in Peru and
Mexico. The smallest increase reported was that of Uruguay, 9 percent,
but even there the index of manufacturing had advanced to 12 percent
above the level in 1963.

Another indication of industrial advance in Latin America 1s fur-
nished by the reports on production of electric power. Output during
the Alliance years in Latin America rose from 69 billion kilowatt-
hours in 1961 to 100 billion in 1966, with 106 billion estimated for
1967. The 45-percent increase from 1961 to 1966 was exceeded in 11 of
the 18 countries. Output in Honduras doubled in the 5 years, and five
other countries increased power production by 75 percent or more.
Two-thirds of the power is produced in Brazil, Mexico, and Argen-
tina, The relative increases in these countries were: Brazll, 84 percent;
Mexico, 62 percent ; and Argentina, 83 percent.

3. CONCLUSION

Industrial growth In Latin America ¢ontinues to outpace growth of
total output—showing that most countries are malring progress to-
ward this Alliance goal. The imprecise meaning of this growth, how-
ever, leads attention to other means of -diagnosing and appraising
country problems, policies, and development progress. The goal 15 use-
ful, however, as a shorthand trend indicator of progress.
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TABLE A —MANUFACTURING AS PERCENT OF GROSS DOMESTIC PRODUCT AND ELECTRIC POWER PRODUCTION

OUTPUT
Millon kilowatt-hours
Percent Percapt
Latin American Republics 1860 1966 change 1561 1986 change
Total e 23,8 immeccmnma- 68,735 169 927 45.3
Argentina___________ ... 32.2 33.4 37 11, 550 215, 400 33.3
BobVia e L 13.4 14.5 8.2 460 2580 26. %
Brazil (including mining, construction,
ublites). o o 26.0 27.0 38 24,400 32,650 B
e o e e a——————— 23,3 24,4 17 4, 880 &, 600 3852
Calombaa, oo e e 17 0 156 9.1 3,740 15,870 3L.7
Casta Rica (mcluding minfng)..cevae-n 17.2 18.3 64 460 1700 5.2
Dommican Republic o o e e e e 17,5 16 5 —57 370 2820 67 6§
Eeuador e 15 6 17.4 115 410 2630 37
El Salvador. ... 146 181 A0 270 L 480 77.8
Guratemala__ 12.9 14.3 10.9 290 1520 79.3
Honduras._. 12,1 14,4 19.0 100 2200 100.0
Mexito..-. 230 261 135 11,750 19, 000 6l.7
Nicaragua. . oaee.. 312.8 £14.1 s10.2 200 360 80 0
PBAAMA. oo oo oo 13.0 16 3 25 4 260 470 08
PaF2RUAY . e em e ememe e e amamam—aa e 16 7 151 -31.6 100 L 140 20,0
Perleemme oo 1.2 815 5 —4.1 2,940 14,030 388
Uruguay Cincluding mmng) ... __ 212 22 6 6.6 1,330 I, 840 38.3
VeneZuela_ e na—e 12 6 1486 159 5220 8, 740 67.4
1 Es{imate
2 Preliminary.
31965
11967
5196771565,
¢ 1963

Source: Economic Dala Book and Economic Growth Trends, December 1968,

AcrrcouTorar, DEVELOPALEXT

To raise greatly the level of agricultural productivity and output
and to improve related storage, transportation, and marketing services,

1. ANALYSIS OF THE GOAL

This Alliance goal is not expressed in terms of the quantitative di-
mensions of contemplated growth or improvement, and accordingly is
open to considerable ﬂexi%i]ity of interpretation. Generality in the
statement of the goal was appropriate in the face of the scope, di-
versity, and complexity of agriculture sector problems, involving as
they do so wide a variety of crops grown under so many different con-
difions, and encompassing not only production, but a wide range of
input commodities and services, sugply and marketing institutions,
and world market supply and demand conditions.

The indexes of agricultural production for the Latin American
countries prepared by the U.S. Department of Agriculture illustrate:
certain of the difficulties of evaluating improvements in output. Over
the 8 years from 1960 to 1968, the indexes for all but tiwo of the coun-
tries listed in table B rose markedly. It is, however, a trivial view of
the goal which would deal only with gross output and not relate it to
needs. Yet there is no simple way to relate production to needs, since
country resource endowments are go varied, and countries can or should
import and export widely differing proportions of their consmnption
and output.
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- Productivity, as distinguished from production, could be indicated
by output per worker, or by yield per unit of land. However, it is not
reasonable to interpret a productivity goal as contemplating that all
countries producing a given crop should attain yields approximating
those found in countries with the highest attained yields. Variations
in the quality and fertility of the soil, in climate, rainfall, use of
irrigation, 1n available labor, all argue against such an interpretation.
The U.N. Food and Agriculture Organization’s 1967 Production Year-
book provides yields per hectare for a wide variety of crops. In the
attached table thess are presented for 18 Latin American countries
and 11 major crops, expressed as 100 kilos per hectare, This publica-
tion shows that the yields per hectare vary considerably among the
countries listed. Cassava, yieﬁds, for example, are 8.5 times as great in
Argentina as in Costa Rica; the sugarcane yield is six times as. great
in Peru as in Honduras; Niearagua produces 5.3 times as much cotton
per hectare as does Paraguay; and so forth. Inereases in yields may
be a more useful indicator of progress, but the difficulty of judging
the degree of success remains. Crop yields can be computed for the
same-country -ai different dates, but unfortunately it is often difficult
to discern trends because of relatively great year-to-year variations in
output, due, for example, to varying weather conditions even when
acreage remains about the same. For example, potato productivity per
hectare In Argentina in 1965 was 20 percent greater than in 1961,
but productivity in 1966 was 12.percent below that of 1961. Or to
consider an example in the other direction, the yield per hectare of
corn in Niearagua in" 1965 was 25 percent below the 1961 yield, but
the 1966 yield was 12 percent above the 1961 yield. To discern the real
trends, the datd should be smoothed by using moving averages or fitted
curves which dampen the influence of short-term variations. The Alli-
ance period has not been long enough to provide a sufficient number
of observations in the series needed for this purpose. The same prob-
lems and limitations apply to many other indicators snch as credit
availabilities, mimbers of agricultural technicians, and public expendi-
tures on agriculture. Higli prices may indicate undesirable scarcity or
a policy of desirable incentives to producers: low prices may reflect
efficiency and abundance, or acufe discouragement to expansion and
moderiization.

All things considered, the best general indicator of agricultural
progress is the index of agricultural prodiction per capita. A reason-
able transition of the goal into a common measure would be raising the
level of agricultural production at a pace greater than the grow@ of
the population. Such a formulation would at least suggest the direction
of movement of each country’s ability to satisfy its needs.

2, EXPERIENCE TO DATE

The index of agricultural production per capita over the period
shows that, despite the increases in total output attained, the output
per head for the region as a whole did not increase appreciably over
the period. However, the regional average conceals a rather wide range
of individual country experiences from major increases to substantial
declines. While use of single years as base and as end of the period
makes the result overly subject to the influence of especially good or
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bad erop years, the data for the Alliance period show seven countries
with increases of 5 percent or more in per capita production, eight
countries with declines of § percent or more, and three with no sig-
nificant change (i.e., less than 5 percent).

Some indication of recent trends in agricultural productivity may
be had from FAQ data on production and acreage for the leading crops
of each country. To reduce the problems of measurement resulting
from annual flectuations in production, the FAQ-data were average
for 1961 and 1962 and for 1965 and 1966, and the differences between
ylelds based on these averages for thedive principal crops of-each-coun-
try represent measures of changes in agricultural productivity during
most of the Alliance period. The discerned changes in'yields for indi-
vidual erops were converted to national weighted averagrﬁes with
weights proportional to the 1967 dollar value of output of each crop-in
each country as reported by the U.S. Department of Agriculture.

In all, yield figures were examined for five ¢crops in each of 18 coun-
tries, or.a total of 90 crop-country combinations. In 60 of the 90 cases,
or two-thirds, there were inereases in yields. In a few cases, out of 18
countries, there were more crops with declines in yields than with in-
creases, and there was no country which did not have an increase in
yield in ot least one of its principal crops. It is therefore clear that some
progress has been made during the Alliance period in raising agri-
cultural productivity. ) -

It is also clear that the bald figures on the nwmnbers-of crops for
which there have been inereased yields do not tell the whole-story, and
indeed, may even present a misleading impression. For-one thing some
of the changes in- yield. may be so small-that they are dwarfed by pos-
sible errors of measurement; in-such cases prudexice dictates that they
be considered as representing no-change at-all, ©f the 90 crop yields
reviewed, 80 changéd by léss than § percent, These include 28, percerit
of the. crops showing gains.in yield and 48 percent.of those showing
losses: Furthermiore, in this view of the case, each of the five leading
erops -of a country is:given equal weight, and a gain in productivity
for thé fifth crop+haé the-same mmportance assa . gain for the leading
crop. In Ecnador, for example, the value of the banana crop is:eight
times -as gréat as the potato crop. The yield per hectare of bananas
dropped by 17.6 percent while that of potatoes rose by 0.8 percent.”To
avold these probléms,.the yi€ld figures must be taken in such a way as
to reflect the relativé economic importance of each crop. This was doné

" by weighting as-desciibed above. On this basis it-appears that 19 of the

18 countries had gains in productivity from 0.8 percent in' Paraguay
to 24.8 percent in Mexico. Overall, seven countrieshad weighted pro-
ductivity- gains of 5 percent or more, two had losses of five percent.or
more, and the other nine had gdins-or losses within the range of five
percent or, efféctively, no provable gain-orloss. -

" Agricultural productivity expressed in ferms of output per-agricul-
tural worker, or preferably, per man-year of agriculture iabor, is. at
this time an unmeasurable coneept for most 0f Latin America, owing to
the absence of data on agricultural employment. Such a data. base is
usually available when a census is taken, but unless there are sample
surveys after:the census, it is not possible to measure changes in pro-
ductivity. Such figures are available for Venezuela, where the aggre-
gate value of agricultural production per economically active person
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in agriculture rose from $574 in 1961 to $821 in 1967 in constant dol-
lavs, vepresenting an increase In productivity fer agricultural worker
of about 43 percent. Thus, it appears that productivity per hectare in-
creased by 9.8 percent in the 4 years between 1961-62 and 1965-66,
while productivity per economically active person in agriculture in-
GI‘BE}SEE by 43 percent in the 6 years from 1961 to 1967. On an annual
basis, productivity per hectare was growing at a rate of about 2.2 per-
cent and productivity per-economieally active person in agriculture at
a rate of 6.1 percent. The added dimension provided by the availability
of both types of productivity information greatly facilitates an ap-
preciation of what has been the character of produetivity ehange in
agriculture and is a powerful argument for encouraging all Latin
American nations to compile current series on the size of the agri-
cultural labor force.
3. CONCLUSIONS

It is reasonably clear from the record of the past several years that
continued increases in production are possible, and indeed likely to
take place, throughout Latin America. It is equally clear that an in-
crease in per capita agricultural production is not negessarily an indi-
cation of suflicient progress unless it is accompanied by increases in
exportable surpluses, decreases in imports of products economical to
produce domestically, and-in general an enlarged supply of agricultural
products available for domestic use. During the Alliance period seven
countries provide reliable evidence of increased production per capita.
Increases in productivity, expressed as weighted average yields of the
five principal crops of each country, are found in E-ié'il‘t countries.

Interesting and significant is the fact that if the countries are ar-
rayed in groups according to the apparent rates of growth of produc-
tion, per capita production, and of productivity, the three arrays have
little in common. For example, the rate of growth of production in
Argentina was 32.2 percent between 1960 and 1968, bat the five-crop
vield figures declined by 0.9 percent during 1981-62 to 1965-66. For
the same periods, El Salvador'rl)mda 31.0 percent increase in production
and 2 2.4 percent decline in productivity so measured, and' Peru had
8 17.3 percent loss in production but a 7.8 percent. growth in produc-
tivity (seetables A and B).

If relatively large increases in produciion are at times accomplished
in association with declines in productivity per hectare, and smaller
productivity gains sometimes go hand in hand with larger production
increases, production volume is obviously influenced by factors other
than productivity per hectare. Additions to the area under cultivation,
changes in the proportion of land devoted to different agricultural
uses, in theagricultural labor inputs, in the use of fertilizers, pesticides,
and. fungicides, in the proportion of dand which is irrigated, and so
on, each play a part in the process. More meaningful and systematic
analysis of progress toward the agricnltural goals of the Alliance
requires more and better information on these complex factors than
is now available, and warrants the'use of agricultural censuses, sample
surveys, and other devices to produce relevant statistical information.
In the absence of more adequate knowledge, we can only conclude
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from the existing indicators that change is widespread, and probably
the llmrbingel‘ of the kind of progress envisaged through the Alliance
goal. -

 In the face of these complexities, this goal is a valid and accurate
general diagnosis of the agricultural situation in Latin America and
serves the essential purpose of reminding all of the essential role of
agricultural productivity in the development process. While the data
for measuring progress need continued Improvement, the policy meas-
ulres needed in most countries to pursue agricultural development are
clear. ’

TABLE A.—CHANGES IN AGRICULTURAL PRODUGTIVITY IN 13 LATIN AMERICAN COUNTRIES MEASURED BY
YIELDS PER HECTARE OF THE 5 PRINCIPAL CROPS OF EACH GOUNTRY, 1961-62 TO 1965-66

Number of crops with— Weyghted

v -— auerage par-

' Changes in cent change

Increases Declines yield lessiban  Inyeeld of B

Country - inyield in yield 5 percent . CIops

L 2L (o T S 4 1 2 —0.9
=) L P 3 2 2 2.4
51 . | 3 by 1 —2.6
Chele, e e 5 0 1 18,8
ColombEa e e cemmmem e mm—mm———————— 1 4 1 -7.3
Gosta Rread o 2 3 0 L9
Dominitan Republic 1. - 2 3 3 —2.0
Ecuador L2 ... - 2 3 2 135
El Salvador, ., - 4 1 i —2.4
Guatemala - 4 1 0 13,2
Honduras. . 4 1 3 5.7
Lt R 5 0 i 203
Nicaragua1 P 4 1l 3 2.2
211111 T S 3 2 2 10,0
PATAGUAY . smmmmmm <o e e e 3 2 i N
Pl e amemmsmmee—mme— = —— & 1 i 7.3
LT 3 2 P 1.8
Venezuglal. e cecemacemmenacam e - 4 1 2 9.8

1 Coffee omitted because acreage not available, country’s 6th [eading ciop substituted
2 Cacao beans emitted because acreage not avatlable; country’s 7th leading crap substituled.

Source: Based upon data comptied by the US. Department of Agriculture and by the Food and Agrieniture Organt-
zaton of the United Nations,

TABLE B,—PERCENTAGE CHANGES IN TOTAL AND PER CAPITA [NDEXES OF AGRICULTURAL PROBUCTION FOR
18 LATIN AMERICAN GGUNTRIES, 1960-68

Country Total Par capia
Argenting. e oo e +3z.2 +16,1
Bolmvia_ 8.7 -5,1
Brazil... 421 7 —4 0
Chile. ... +13.3 -5.0
Colombra +15 0 —-8.1
[ T SRy - +27.7 —2.8
Domimnican Repudlic. ca v v oo o e e ieciecssamssreassamas—-emmeraa —1LE.5 -33.3
EOUadDr o immmemmr—m A= m—— e mmm o mmm e mmem +22.6 —5.6
El Salvador. o o oo e eemeemmmm e m o mmmdmmmmmmmmemm—mm—m e e m e +31 0 +1.0
GUaleRIEl . scccmsemmme——smmmm e mm—ameeiesmsmssssssusammasssmssese==se== +45 1 +i2.9
Honduras_ e memmmmmmmmm— e amem e e 7. 4 +13,2
B L0 e oo e e e s aeammmmmmEmEEE— AR o - mm @ mmmm m o ——m e mmmm e -}-43.9 +410.0
NICaragUa e issessseamseasmss—m——m—mmmemme—em e a———————— -89, 4 +44.9
P AT A o e e e s s mr e e e et —am m mmm s mmm +54.8 +18.3
P ATy cnsnnn tmmmtmmnmm e m e mm e e s e emsssmemeEsas s —aname————————— +20.8 —5.2
POl e e e e e e e o e e e m i mmm i m e e +14.4 —17.8
[T P ~b 6 —15.5
Venezuela_ i ieasmmmmmmmrm————m—mmmmmmmmmmmm— e —mmm e +38.7 5.6

Soyrce: U §. Department of Agriculture,

26-106—69

5
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TABLE € —YIELDS OF-SELECTED CROPS:FOR:18 LATIN AMERICAN COUNTRIES,.1266

N [¥ields expressed in 100 kg. per hectare]
, . Got~ Cat-
Sugar- Pota-- Cas- Dried Ba- tan- ton
Country Yheat Barley -Corn< Rice canme: toes .sava beans nanas:  seed (hinty;
Argentina___-___._. 120 10.% 2L.5 353 494 50 - 116 105 3243 48 26
Bolvia_.coceeeee.. 7.8 BB 129 180 391 35 170 67 O {H )]
razil:__..._. LR B6 84 131 45 a3, 6] 133 65 ‘185 30 1:6
Chilge o e e 149 17.8 32.4 229 82 O 1L (D (2 m
Colombia____.._..__ &2 il 913 193 438" 63 * 69 58 1148 - 53
Costa Rrca....___ .. ) ()] 10,0 145 368 94 200 20 29 (1) )
Dominican Republic. (1) ) 136 15.3 560 25 M 106 160 47 - 23
Ecvador. oo 10,0 5.9 67 183 830 29 100 55 153 44 25
El Salvador.. 2=..20 () El}. 128 35,6 65/ 67 80 . &9, . 131 79
Guatemala_ . _....__ 88 1) 10.5° 15.8 627 13 30 L) 67" 1L9 na
Hongdurasammmeaaaax 5.6 @) 2.0 16:2 250 21 32 £7 154 12,5 7.3
Mexico.... 23.5 9.8 113 196 651 83 @ 45 133 121 7.9
Nicaraguza {1} El) 9.4 1414 500 47 43 7.4 107  13.6 8.0
Panama {1 (1) 7.9 10 7 500 73 75 3.2 177 C? ()
Paragia 1.0 (&) 1.0 22,0 380 FiTH 141 8.0 314 i 1.5
Peru__..__ 93 w00 14.9 24 1,49 66 100 8.9 G 31 5.5
Uraguay.__..ove.- 87 66 B5 3D 380 Q) 6.7 Q 4.1 2.0
Venezuelaee_____-- 50 (1) 114 202 7oz 87 125 4,8 12 5.6 3.3

INo significant production in the country. -
-Source: Food and Agneulture Organfzation, 1567 production yearbook. .
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TABLE D —CLASSIFECATION OF 13 LATIN AMERICAN COUNTRIES ACCORDING TO (A PERCENT CHANGE IN AGRICULTURAL PRODUCTION, 1961-68; (B) PERGENT CHANGE [N AGRICULTURAL
PRODUCTION PER GAFJTA 1961—58 AND (C) PERCENT CHANGE N WEIGHTED AVERAGE YIELDS PER HECTARE OF THE 5 LEADING CROPS OF EACH COUNTRY, 1961/62-1965/66

Praduction Praduction per capita Produchivity
Growth (5 peruent Little if any change  Declinos (5 pereent Gruwth (5percent  Litlle If any change  Declines (5 percont  Growth {5 percent  Little if any change  Declmes (5 percent
oF more) {5 percent) oF moro) more) (=5 parcent) or ingrey or moko) (=5 parcent) or mare}
Argentina Deminican Republic  Argenlina Braal Bolivia Chile Argantina Colombia
Bolivia Uruguay Guatemala Costa Rica Chite Ecuador Bolivia
Brazil Hondruas El Salvador Colarmbia Guatemala Brazf
Chile Mexieo Dominican Republic  Honduras Costa Mica
Colombia Nigaragua Ecuador Maxico Dominican Republic
Cosla Rica Panama Paraguay Panama El Salvador
Ecuador Venezuela Peru Peru Nicaragua
El Salvador Uruguay Venezuela Paraguay
Guatemala Uruguay
Honduras
Mexico
Nicaragua . .
Panama
Paraguay
Peru

Venezuela

B¢
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Agrarian RErFord

To encourage, in accordance with the characteristics of each country,
programs of comprehensive agrarian: reform leading to the effective
transformation, where 1'equire,=(zl, of unjust structures and systems of
land tenure and use, with a view to replacing latifundia and dwarf
holdings by an equitable system of land tenure so that, with the help
of timely and adequate credit, technical assistance and facilities for
the marketing and distribution of products, the land will become for
the man who works it the basis of his economic stahility, the founda-
tion of his increasing welfare, and the guarantee of his freedom and
dignity.

1. ANALYSIS OF THE GOAL

Agriculture is the mainstay of Latin American economies, and over
half of the population of the area lives in rural areas. Because of this
and because of the highly uneven distribution of land, the problem of
agrarian reform is one which has a direct relevance to the lives of a
Iarge percentage of the population.

Much of the best land is In the hands of a very few owners, while
the great majority of the farm population is situated on plots too small
to provide an adequate living. Recent studies have shown that sub-
family farms (large enough to provide employment for less than two
people) made up 43 percent of all farms in Argentina, 23 percent in
Brazil, 37 percent in Chile, 64 percent in Colombia, 90 percent in
Ecuador, and 88 percent in Guatemala and Peru. It showed further
that 60 percent of all farm laborers are landless 1n Brazil, 48 percent
in Chile, 35 percent in Feuador, and 25 percent in Guatemala.

When nonfarm employment opportunities are severely limited, con-
trol of Iand is also control of economic opportunity, and land owner-
ship in Latin America is traditionally strongly related to social status
ancd political power.

No goal of the Alliance for Progress, therefore, proposed more pro-
found or difficult change than the one relating to land reform. The
authors clearly were not proposing that land redistribution be pursued
througl violent revolution as in Bolivia and Mexico. That they were
proposing peaceful and orderly change is reflectéd in their choice of
words: “to encourage, * * * in accordance with the characteristics of
each country, programs * * * Jeading to * * * effective transforma-
tion, where required.” All the Latin American countries could be said
to need improvements in land tenure, and use, and improved facilities
to help the cultivator. The nature and seriousness of this need also
vartes widely from conntry to country, as does the political difficulty of
agreeing on policies and programs, the technical and demographic
limitations and possibilities, and the financial and administrative ca-
pacity to design and carry out programs. These complexities also make
1t impossible to establish uniform benchmarks as to what each country
needed to do, how much progress it should have been expected to make
over a given peviod of time, or to measure against clear standards the
value of such work as they have carried out. Also, while agrarian re-
form has been and will continue to be equated with expropriation and
redistribution, and while such measures are necessary and possible,
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expropriation can generally be expected to be confined to unpro-
ductive or inadequately used properties, except under very unusual
circumstances.

Txpropriation and redistribution cannot by themselves solve major
land tenure problems or alleviate rural misery. It is important that
collateral reform measures not be neglected, particularly with regard
to (1) more effective land taxation, (2) more equitable tenancy arrange-
ments, (8) improved conditions for agricultural labor, and (4) provi-
sion of secure land titles. In particular situations, the eorrection of
these conditions may obviate the need for expropriation, or may yield
more effective results of broader significance.

The success of agrarian reform m improving the welfare of its bene-
ficiaries is closely related to increases in productivity which require the
availability of technical advice, adequate credit, and improved market-
ing arrangements. Research, extension, credit, and marketing nstitu-
tions are ot agrarian reform measures, but they are important comple-
mentary activities.

9. BXPERIENCE TO DATE

Many of the countries (15) have enacted agrarian reform laws and
established institutions to administer them. The laws covering agrarian
reform generally provide for the expropriation of privately owned
lands (with compensation), distribution of public lands, and the pro-
vision to settlers of complementary production facilities, such as credit,
seeds, and technical assistance.

With the exception of Mexico, Bolivia, Chile, and Venezuela, Latin
American countries have been slow in expropriating privately owned
land for redistribution, and especially in the subdivision of large
estates becanse of the basic political problems presented by such a
program. Therefore, the countries have placed greater emphasis on the
distribution of public lands through colonization programs, confirma-
tion of title to squatters, and the provision of complementary produe-
tion facilities to them and to other small farmers. Nevertheless, based
on data received from the countries, almost a million Latin American
families were settled or resettled during the period of 1960-67. About
half 2 million land titles were distributed, as were almost 40 million
hectares of land. About half of this land was in Mexico, but other large
dciﬁgibution programs are found in Bolivia, Venezuela, Colombia, and

8.

Land tenure and distribution is not a very serious social problem
m Paraguay, Costa Rica, or Urugusy. In these countries, the problems
are those of underproduectivity, with root causes In faulty market and
distribution mechanisms and an administrative incapacity for effec-
tively organizing needed, and complex investment and technical input
programs which effectively reach the small farmers.

In these countries and in Brazil, Honduras, Guatemala, Nicaragua,
Panama, and the Dominican Republic, relatively large amounts of land
are available for new settlement, with -the result that there is often
less incentive to implement politically difficult land reform legisiation
and proposals. For example, in Guatemala less than 50 percent of the
arable land of the country has ever been farmed and is available for
settling. Likewise, with minimum inputs of capital—a simple plow,
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v machets, -and labor—10 percent of the land presently unused in the
awestern-two-thirds of Brazil ean economically be brought under culti-
vation, and with more substantial inputs—seed, fertilizers, etc.—about
50 percent .can, The substantial recent increases in agricultural pro-
ductivity 1m Brazid, in fact, largely reflect a process of bringing new
t1land under cultivation, . :

- Therefore, concentration has.been placed in these countries onindi-
rect ‘measures encouraging-better land use such as-cadastral surveys,
‘studies 40 -explore the percentage of presently nnused land which can
+he economically brought under produection, land tenure tax changes
to reduce the attractiveness-of holding large areas of idle land, and
opening credit facilities for new settlers In areds of spontaneous coloni-
zation. ’

In these countries and in others of the hemisphere, the number of
.extension agents almost tripled during these years, thereby reducing
the average amount of arable land and land in permanent crops from
about 37,000 hectares per agent to about 12,000. Agricultural credit
increased considerably,and almost 11 million loans were granted since
1960, with about 2 mallion farmers in Latin America receiving loans
in: 1967, While this-growth in eredit represents substantial progress—
particilarly insofar as the numbers themselves do.not readily suggest
the -considerable new institutiona] capacity which has been created—
rand which can'now be-built upon for famming eredit out into the sector,
the remaining needs are stilliimmense. An estimated 10 to 14 million
families in Latin America remain to be settled-or resettled. This figure
isinereasing faster thanthe current rate of resettlement. At an average
cost of $1,000 per family, close to $15 billion in agrieultural crecit
would be needed now for agrarian reform purposes—a sum approach-
ing total annual gross investment for the entire region.

Programs of varying magnitudes are thusunderway in mosi,-coun-
tries to-improve cultivator security, improve resource use, and bring
improved income and: welfare to the recipients. Nevertheless, actual
redistribution of underutilized large estates has been slow and, par-
ticularly in the Andeanregion, the number of landless families:added
te rural society each year far outstrips the number of families. bene-
fited. Consequently, small plots-tend to be snbdivided because of popu-
lation pressures, inheritance, and the lack of alternative employment
opportunities for'rural people. Latin America is far from.accomplish-
ing comprehensive agrarian reform, and with some exceptions such as
Mexico,'Venezuelax, and Chile, has not yet effectively tackled this
major-issue. : -

" - 3. ‘GONCLUSION

Particularly in, light .of this lack of progress the Alliance should
clearly not abandon. this objective. Without this formal commitment,
the-progressto datedn political consensus on the prineiple of distribu=
tion, in passage of specific legislation, and in executing programs

would almost surely have.been slower, or not have materialized at all.

+

Eooearron

- To eliminate adult illiteracy and by 1970 tor assure,.as e minimum,
access to 6 years of primary education for each school-nge child in
Latin America; to modernize and expand vocational, technical sec-
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ondary and higher educational and training facilities, t6 strengthen
the capacity for basic and applied research ; and:to provide the compe-
tent personnel required in'rapidlygrowing societies. .

1. ANATLTSIS OF ‘THE -GOAL

Two of the education goals of the Alliance for Progress are very
closely interlinked. One is to. eliminate adult lliteracy, and the other
to.attain, as a minimum,.accessto 6 years of primary education for each
school-age child. If in fact the second goal is realized, the first will also.
be attained, albeit somewhat later, through: the: process of population.
aging and the addition of.annual quotas of 15-year-cldswho have had
more recent and better educational opportunities and are more literate
than their elders. This is precisely swhat has happened in the United
States where, for some years now, it has no longer beén necessary to
even try to count the number of illiterates. , 2

Primary education needs can be measured from available data by
comparing enrollment 6f school-age children with thetotal numbers.of
school-age children in the population. This apparently straightforward
index, however, must beused-cautiously since enrollment per se canmot
be taken-tomean that all children recorded as attending school actially
attend classes, orthat the quality of education was-adequate. Because of
poor attendance and the poor guality of teaching, many, particularly in
rural areas, enroll for many years without learning to read and write:
Also, only a very small percentage of thosé .enrolled graduate from
primary school (11 percent) and-only 7 percent of thé population 1540
24 vears of age has entered secondary school. .

2, EXPERIENCE TO DATE
iliteracy .

Statistical data on illiteracy in Latin America, are in many cases
inadequate, inaccurate, or not comparable from country to: country.
These statistics come from censuses and househdld sample:surveys and-
represent responses to a question as to whether the person can read,
and write. To.measure what progress has been made in reducing il-
literacy requires at least two observations, one of which should be of
recent date. The only Latin Afnerican country for which such a pair
of observations is available is Venezuela, where the number of il-
literates declined by 97,000, or 7 percent, in a 614-year period ending
August 1967. During the same period, the adult population aged 15
years and over increased by 11 percent. The jolnt effect of these two
factors was-a yeduction in the adult illiteracy rate from 34.2 percent to
26 percent, or about one-fourth, in 614 years. : -

Tor the other countries of Latin America, where an apt pair ‘of
observations is not available, it 1s still possible to perceive illiteracy
trends indirectly by calculating the effects of removing from the adult
population those who will die and adding back those who will each
vear reach. the 15th birthday, associeting avith each group its attained
literacy proportion at a not-too-far-in-the-past census. This requires
but a single observation, and as all Latin American countries but
Bolivia have had a census since 1960, it may be done readily. The
process may be illustrated for Guatemala, which, according to the cen-
sus of 1964 had an adult population 15 years old or older of 2,271,000,

; -
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of whom 1,411,000 were illiterate. The adult illiteracy rate was 62.1
percent. If, by 1979, or 15 years after the 1964 census, there is no en-
largement of primary school edueational opportunities, the adult popu-
lation will be augmented by successive annual waves of persons reach-
ing their 15th birthday and the proportion of each wave which is
illiterate will be about the same as the proportion of illiterate 13-year-
old persons in 1964; namely, 51 percent. The removal from the popu-
lation by death of persons 15 years old-and older in 1964 will bring the
total number of adult illiterates to 2,039,000, and the adult illiteracy
rate should fall to about 55.8 percent. In other words, the adult popu-
lation will increase by 1,384,000, or 61 percent, the number of illiterates
will rise by 628,000, or 44 percent, but the rate of adult lliteracy will
fall to about 55.8 percent, or by about one-tenth. As more years pass
the rate of adult illiteracy will continue to drift downward toward the
51ipercent level. ) . )

f, however, there is an expansion of primary education sufficient
to give virtually all children § years of schooling before the 15th birth-
day, adult illiteracy will decline far more rapidly. Should this some
about by 1970, as stated in the educational goals of the Alliance for
Progress, the number of adult illiterates would be about 10 percent
smaller in 1979 than in 1964 despite the great growth in total adult
population, and the adnlt illiteracy rate would be about 37 percent or
about three-fifths as great as in 1964, Moreover, adult illiteracy wouid
be concentrated among people over 30 years old, with virtually none
among younger adults. The attrition of death would thereafter move
theilliteracy rate inexorably toward zero.

Primary education

The enrollment of school-age children in primary schools increased
by about 50 percent during the years 1960 through 1967 from 24 mil-
lion to 36 million. Despite their great limitations the data show a great
expansion in school facilities. During the Alliance vears, school en-
rollment increased an average of 6 percent annually, while the popu-
lation of children of primary school age (5 to 14) increased by 3 per-
cent annually. As a result the percentage of the children not enrolled
in school declined from 52 to 43 percent over this period. Fowever,
because of rapid population growth, there remained over 27 million
children not registered in primary school, or 740,000 more than in
1960. This increase in enroliment required a strong budgetary effort.
(See section on “Government Expenditures” below.)

We may divide the Latin American republics into three groups
according to their ability to reach the goal of enrollment in primary
schools of their 5 to 14-year-old age group. In the first level, with two-
thirds or more of the children enrolled, are the following countries:

Aroentina Peru
Chile Urnguay
Costa Rica -

The second group, with half to two-thirds of the children enrolled
in school, includes:

Bolivia Mexico
Colombia Panama
Dominican Republic Paraguay
Ecuador Venezuela

El Sailvador
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The final group of countries is composed of those with fewer than
half the number of schoolage children envolled :

Brazil Honduras
Guatemala Nicaragua

This division into levels does not reveal the relative improvement
made by the countries during the Alliance years. It is desirable, there-
fore, when locking at the data to keep in mind that the schoolage
population which must enter school if this Alliance goal is to be met
is constantly increasing. Qur review shows that only six countries
have decreased both the percentage and the absolute numbex of chil-
dren not enrolled in school from the 1960 level. They are:

Argentina Costa Rica
Bolivia Peru
Chile Uruguay

A second group has deereased the percentage of children not enrolled
in school, but has not quite been able to reduce.the absolute number
not enrolled. They are:

Brazil Mexico
Colombiz El Salvador
HEeuador Niecaragua

A third group presents g poorer picture than in 1960, for despite the
fact that primary school enrollment has increased, the schoclage popu-
lation has grown to such an extent that the percentage of children not
enrolled in school has increased. This group includes the following
countries,

Dominican Republic Panama.
Guatemala, Paraguay
Honduras Venezuela

It is expected that there will be about 69 million children of primary
school age in 1970, This is almost twice the number enrolled in school
in 1967. If the present trend of 6 percent increase in school enrollment
annually were to continue, enrollment would not reach the level of 69
million children until 1679. By that time, of course, the school-age
population would be well above that level, or about 92 million, so there
would still be 23 million-children not enrolled in school. Not until 1986
wonld the entire school-age population be enrolled, if present rates
of population growth and school expansion continue.

‘While school enrollment obviously needs to be augmented at a faster
pace to meet the target in a shorter span of years, it is clear that there
1s no chance of getting all the children into schools by 1970. T'o provide
schooling for 69 million children at the present rate of 31 children per
teacher, would require 8.2 million primary teachers. Since Latin Amer-
ica now has 1.2 million teachers, it would have to frain or recruit 2
million more, compared with 136,000 now graduating annually, only
about two-thirds of that number actually joining the teaching force.
Similarly, almost three times-as many classrooms would be needed.

The manifest impossibility of meeting this goal within the targeted
time illustrates well why President Johnson recognized the need to
extend the Alliance period beyond 1970 in his message to the Inter-
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American Conference at Rio in November 1965. Although the goal
of primary education for all Latin Americans cannot be reached by
1970, if the rate of improvement can be increased, the objective may
come within grasp.during the decade of the seventies. If the current
rate of increases in schoofenrollment were to be stepped up from 6 to
9 percent per year, the entire expected schoolage population of 85
million would be enrolled in school in 1977.

Secondory and higher education

The goal of the Alliance relating to secondary and higher education
is that it be modernized and expanded, along with vocational and tech-
nical education and training facilities. Examination of experience in
the past 7 years points unequivocally to significant progress.

Clearly, secondary, vocational secondary, and higher education facil-
ities have expanded under the Alliance. In 1960 there were 2.7 million
students enrolled in secondary and higher schools, constituting 7 per-
cent of the population between 15 and 24 years of age. By 1967 this had
more than doubled, reaching a level of 5.8 million students, or 13 per-
cent of the population. Enrollment has increased in all 18 Latin Amer-
ican Republics, and the percent of the population enrolled has doubled
or more in Nicaragua, Peru, El Salvador, Bolivia, Colombia, and
Guatemala. :

Considerable improvement, though less than in the ficst group, is
indieated by the rise in the percent of the population attending in the
following eountries: Brazil, Costa Rica, Dominican Republie, Beuador,
and Mexieo. The remaining countries showed slight improvement.

During the same years, the number of teachers employed in second-
ary and higher education also more than doubled, rising from 213,000
to 438,000. This number is.still low relative to the population, though
it has risen from six to 10 teachers per 1,000. The number of secondary
and higher teachers more than doubled in Chile, Colombia, Dominican
Republiec, Mexico, Nicaragua, and Peru. Slightly smaller increases
occurred in Brazil, Ecuador, El Salvador, Guatemala, and Uruguay.
The remaining seven countries, most of which already had high teacher-
st%(lient gatios, show increases in teachers of at least one-third. {See
table B.

The average of only 10 secondary and higher school teachers for
each thousand of the population between 15 and 24 years of-age covers
sitnations that'vary greatly among the Latin American countries.
Those countries in which this averageis met or exceeded are : Colombia,
Ecuador, Mexico, Paraguay, Pern, Urnguay, and Venezuela. The rate
per thousand is between five and 10 in Argentina, Brazil, Chile, Costa
Rica, Nicaragua, and Panama. In the other countries it is five or less.

Vocational secondary education

In conformance with the goal of expanding vocational education, it
is possible to review reports of student eurollment, and teachers em-
ployed in vocational secondary schools of Latin Ameries. These re-
ports show that the number of students in such seliools has just about
doubled, and the number of teachers has increased nearly as much.
The greatest relative increases in enrollment during the Alliance
years took place in Brazil, Colombia, Ecuador, Guatemala, Peru, and
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Venezuela. Other large increases occurred in Argentina, Bolivia, Costa
Riea, Dominican Republic, Panama, and Uruguay. A poorer sifuation
is found in a third group of countries, Chile, El Salvador, Honduras,
Nicaragua, and Paraguay, where there were small increases or even
decreases in the number of teachers. No enrollment data are available
for Mexico.

Several of the countries have increased the number of vocational
teachers twofold or even more during the Alliance years. They are:
Bolivia, Colombia, Feuador, ] Salvador, Guatemsala, Mexico, Uru-
guay, and Vehezuela. Increases of between 50 and 80 percent are found
in Argentina, Brazil, and Peru. Relatively small increases and even
decreases in the number of teachers took place in the third group of
countries, Chile, Costa Rica, Dominican Republie, Nicaragua, Panama,
and Paragnay. Insufficient data are available from Honduras.

Government expenditures

In rea] terms, the 18 Latin American republics increased their ex-
penditures on education by nearly 62 percent between 1961 and 1967.
Inecreases ocourred in every country, ranging from 20 percent to over
200 percent. Education rose from 9.3 percent of total central govern-
ment expenditures for the region in 1961 to 18.3 percent in 1967, re-
flecting similar increases in 12 countries. During 1967, 13 countries
devoted more than 15 percent of their central government expendi-
tures to education; only five countries reported that education repre-
sented a smaller percentage of their tofal expenditures than it-had in
1961. These expenditure data omit those by State and local govern-
nients, which, In some countries, ineluding Brazil, provide much of
the 'ﬁnancing, ) )

3. CONCLUSIONS

Regarding illiteracy, while the-caleulations would involve different
numbers for differént; countries they cannot but lead to thée same con-
clusion, namely that-adult illiteracy can be wiped out over varying pe-
riods of time by providing a primary school education for all school-
age children, and that the process-can be accelerated by giving a high
priority to the primary education goal. ) . ) ]

Latin America clearly cannot attain the primary education:target
by 1970. As extended at Punta del Este in 1967, it remains-an essential
development objective. The marked improveimnents in several countries
show thaf reasonably rapid progress can be made. Qur view is that uni-
versal primary education should remain a major Alliance goal each
country should seek to reach as rapidly as feasible, and consistent with
effective quality and collateral needs in secondary and higher educe-
tion. We are seeking to induce the countriesto face up to the problems
of educational expansion and progress and to formulate comprehensive
programs of reform and development, using the device of sector loans
for education as a means of inducement and assistance. The costs are
high, Devising and earrying out snitable education programs for mil-
lions of impoverished slumdyellers and in remote and scattered rural
communities will require monumental efforts. Nevertheless accom-
plishments to date make evident the feasibility of substantial
progress. u .



33

TABLE A_—PHIMARY SCHOOL EDUCATION, 1960 AND 1367
[Children 1n thousands]

Enrolled b to 14 years of age not en- Percent not en-
raklad rolled
1960 1857 Difter- 1950 1567 Differ- 1960 1967
Country ence ence

ot eenemmcccmm—cmeecmeeeeee- 24,239 35819 11,580 26,517 27,257 740 52.2 43.2
Argenima____ 2,948 13,600 4652 1,444 860 —181 28,4 211
Boliviz 349 603 =254 534 434 —100 60,9 4.9
Brazil. 7,477 11,013 -+3.53 11,258 11,857 4898 601 5L &
Chile.. 1,186 1,837 +651 677 459 =218  36.3 20,0
Colombia, 1,690 2,77 1,086 2,775 2,790 +15 62,2 50 1
Costa Riea, e 203 15 +112 161 147 -4 M2 3.8
Dominican Republic . ___ _cccenee 505 585 480 376 533 +163 427 48 0
Eewader.____ . ___ 596 904 4308 614 6l6 |2 507 40 5
o ) (U [ - -4 | 473 +152 356 378 +22 526 44.4
Guatemala_ __ ____ ... 278 Alh +197 833 920 +87 75.0 £5.9
HondUlas. . . .veecemmemccccmmemeneoo 205 371 -+166 350 936 +46 63 1 51.6
Mexico.. ... ABBS 7772 12887 4,822 4918 96 49,7 38.8
Nicaragtia. 145 242 497 283 305 J17  66.5 55 8
Panama.._ 162 220 -+58 116 128 +12 41.7 36.8
Paraguay. 306 385 -3-78 177 229 432 36.6 37.3
Peru.___. 1,440 2,300 360 1,216 1,091 —125 45,8 32.2
Uruguay._ .. - - 320 381 +61 137 120 —17 300 24,0
Yenemwala_.__ ... 1,223 1,568 +345 643 g70 +287  35.8 382

I Estimated ALD/W.

TABLE B.—GENERAL SECONDARY TEACHERS EMPLOYED, 1960-67 ¢ALL SCHOOLS)

Percent-

age

Lztin American Republics 1960 1967 1960-57

- 193,107 391, 252 103
Argentina 22,753 28,093 29
Bolinia... 2 662 4,128 55
Brazil.. 58, 295 1114,997 97
Gl e et e aaa— 6, 000 12,400 107
oMM e e 12,762 26,280 105
i Tl 4 1,805 2,627 46
Domnican Republic. o e e et meeme——— 1,265 2,734 116
Tt o 4074 17,418 az
ElSalvadar . o e e e e ——————— 1,286 2,400 83
Guatemala. .o . T 1, 857 2 507 29
ondutas. ... o ____ 1,570 2,190 39
L 51, E30 138, 069 166
Micaragua 457 1,326 184
Panama.. 1,337 2147 6l
Paraguay._ 3,117 4,970 56
T e 11, 300 24 098 113
gAY e 3,500 6, 788 94
VEMEZURIA e e e e e e e e e e e 7,218 11,933 65

[ Estimate

Hmarme

To inerease life expectancy at birth by a minimum of 5 years, and to
increase the ability to learn and produce, by improving individual
and public health. To attain this goal it will be necessary, among other
measures, to provide adequate potable water supply and sewage dis-
posal to not less than 70 percent of the urban and 50 percent of the
rural population; to reduce the present mortality rate of children less
than 5 years of age by at least one-half; o control the more serious
communicable diseases, according to their importance as a cause of
siclkmess, disability, and death; to eradicate those illnesses, especially
mealaria, for which effective techniques are known; to improve nutri-
tion; to train medical and health personnel to meet at least minimum
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requirements; to improve basic health services at mational and local
levels; and to intensify scientific research and apply its results more
fully and effectively to the prevention and cure of 1llness.

1. ANALYSIS OF THE GOAL

The charter’s health .goal has two aspects; the first appears to be
clearly measurable, to increase life expectancy at birth by a minimum
of 5 years; the second is expressed in very genera) terms, to increase
the ability to learn and produce by improving individual and publie
health.

The data necessary for the measurement of life expectancy at birth

are far from satisfactory. Life expectancy ds calculated from age dis-
tributions of the number of deaths 1n the population. Death registration
however, is incomplete in many countries; and even in countries which
have relatively good registration, there are large, particularly rural,
areas for which registration is poor. In addition, data are offen de-
ficient for infants, many.of whom are born and die without any legal
registration being made of their existence. Under-registration of
deaths results in the caleulation of low death rates, which produce an,
exaggerated life expectancy. Without special and costly surveys, it is
not possible to gauge the extent of under-registration. However, for
our purpose of comparing death rates over a period of years from 1960,
observation of statistical practices indicates that registration in Latin
America has improved. Therefore, increases observed in life expectancy
may safely be assumed to be conservatively stated, rather than
exaggerated.
The second goal, which speaks of improving individual and public
health, further lists several measures which can.help to produce such
improvement. Progress toward attaining these subgoals is measurable,
although accurate appropriate statistics may not always be obtainable.
These data relate to the availability of adequate potable water and sew-
age disposal, reduced mortality rate of children under 5; control of
communicable diseases, eradication of dizeases such as malaria, im-
provement_of nutrition, training medical and health personnel, 1m-
proved-health services, and-intensified scientific research.

3. EXPERIENCE TO DATE

Inereased life empeétam;

Although detailed and up-to-date information on changes in the
expectation of life in Tatin America since 1960 is scarce, the Pan Amer-
ican Health Organization has been able to estimate that the average
futire lifespan inereased from 60.2 to 62.5 years between 1960 -and
1966. This represents a gain, of 2.3 years in the expectation of Iife. Had
there been a uniform annual inerease in expectation of life sufficient to
add 5 vears to the average lifespan during the decade beginning in
1960, the increase by 1966 would have amounted to 3 years. Thus, the
PAHO estimates indicate that during 1960 and 1966, the average life
span increase was about three-quarters of the increase which would
have_oc(cl:urred had the progress contemplated by the Alliance goal been
attained.. .- . o -
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Specific data are available for o very few countries. In Mexico and
Chile the estimated improvement in life expectation was 3.2 and 3.0
years, respectively, and f improvement continues at the same pace,
these countries will each have a 5-year increase in average lifespan
during the decade. The improvement in El Salvador is reported by
PAHO at 2.1 years between 1960 and 1966, so that at the same rate
through the decade, the extension of the average lifespan there will
reach only about 8.5 years.

The increase reported by PAHO for Venezuela was only 0.2 years
during the first § years of the decade. However, the goal of the Alliance
to increase life expectancy by 5 years between 1961 and 1971 is not so
urgent for countries which start from higher levels of life expectancy
than for those with lower levels to begin with. Thus, an improvement
of o fraction of a year in life expectancy for Venezuela, which by 1860
had already attained 2 level of over 62 years, would he perhaps as
satisfactory an accomplishment as a gain of 8 years in Chile where life
expectation was only 56 years in 1960.

Progress in increasing life expectancy depends largely on the success
of another general goal of the charter, to Teduce ehildhood mortality
by 50" percent. For Latin America as a whole, PAHO estimates that
1.0 of the 2.3 years gained, or 43 percent, resulted from the reduction
m child mortality. Deaths of children under 5 account for 44 percent
of all deaths in Latin America. The goal is to reduce these deaths by
one-half in the deeade ending in 1971 ; this implies reducing them by
one-fourth by 1966. Infant mortality decreased-by only 12 percent, or
less than half this goal during the first 5 years. Deaths of children in
the 1- to 4-year age group, however, have decreased rapidly, approach-
ing the goal of the charter. Over 90 percent of the decrease required
for ‘half the decade was achieved in South America, and two-thirds of
the desired decrease was attained in Middle.America.

Potable water supply. - . :

A leading cause of the death of-childrén in Latin Americais gastro-
enteritis. These. deaths are preventable and to a large extent can be
controlled by a sufficient.supply of potable water and-cleanliness.

Remarkable success has been made toward achieving the goal of
supplying potable water for 70 percent of the urban populafion b
1971. Only 60 percent of the group had water service in 1960 ; this ha
increased to 69 percent by 1967. Attainment of the goal of 70 percent
can be expected before 1971. .

The goal for the rural population provides for potable water for at
least 50 percent of-the population by 1971 ; an intermediate goal would:
be 25 percent by 1966. However, only 19 million rural people have
potable water out of an estimated 1971 rural population of 128 million.
An-additional 45 million must be provided to reach-the 1971 gosl. Pres-
ent plans, limited primarily by cost factors, do not inelude provision
for programs likely fo achieve coverage of more than 10 million in
that time. :

Sewerage.

There has been less progress toward reaching the goals for sewerage
than for water supplies. In 1967 only 48 million persons, or 86 percent
of the population, were provided sewerage services, leaving 'some 62
million to be provided for.
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Convmunicable diseases

There has been moderate success in pursuing the goals of controlling
the more serious communicable diseases and eradicating those for
which effective techniques are known. During the decade ending 1966,
death rates from these causes declined by 48 percent in Middle America.
and 22 pereent in South America. However, the 1966 death rates were
91.2 and 74.7 per 100,000 population in the two regions, about ten times
greater than the rate in Northern America.

Morbidity and mortality. from the major epidemic diseases have been
diminished, but they remain a threat, affecfing both the health of the
people and their economic development. Eradication programs for
malaria, smalipox and yellow fever have been intensified with good re-
sults. bub greater investment is needed to accomplish their eradication.
Nutrition '

The tmportance of improving nutrition in Latin America is nnder-
scored by a recent study of child mortality indicating that nutritional .
deficiency as an underlying cause of an associated canse of death is re-
sponsible for a high proportion of the deaths of young children. Total
food production in Latin Americs although it hasrisen by 37 percent
over the 1957-59 level, hasjust about kept pace with population growth
during those years. According to -calorie requirements estimates by
IFAO, only 5 of the 15 commtries for which data are available have food
calorie supplies above their-average daily requirements, The situation
is further complicated by uneven ‘distribution of food and purchasing
power within the countries. C '

Efforts have been made to increase the supply of profein, particu-
larly for young children, by developing protein-rich food:in thelabora-
tory. Some successthas been achieved %y the production of such prod-
ucts as Incaparina in Guatemala and Colombia, Over 5 million pounds
were produced in 1967, Other products make use of fish flour and soya.
Local health services in every country of Latin America are under-
taking activities to improve nutrition.

Health personnel

There are marked differences in the availability of trained health
personnel from one country to the next, with striking deficiencies in
the rural areas in nearly every country for which data are available.

Despite the.growth of health programs large numbers of physicians,

technicians, nurses, and- dentists are still needed in every country of.
Latin America, :

In 1966 there were about 148,000 physicians in Latin. Ameriea, or
6.0 for each 10,000 persons; in North America the ratic was 15.2
per--10,000. There was considerable variety among the countries of

atin America, from 16.4 per 10,000 in Argentina to- 0.7 per 10,000
in Haiti. Only four countries had more than the. average of 6.0
Argentina, Cuba, Urugnay and Venezuela. N

Between 1960 and 1966, the number of physiciansin Lafin America
increased by 30 percent compared with a population growth of about
19 percent. As a result, the number of physicians per 10,000. people
rose from 5.4 in 1960 to 6.0 in 1966. Incomplete data for 1968 show
this trend was continuing. Between 1960 and 1968, the number of
physicians in Colombia rose 43 percent, Bl Salvador 57 percent, Vene-
zuela 59 percent, and Honduras 276 percent.
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Growth in the number of physicians has been felt largely in the
capita] city or larger urban aress. Poor living conditions, lack of hos-
pitals and Jow incomes have discouraged physicians from remaining
in rura] areas, There are now 137 medical sehools in Latin Americs,
of which some 41 were founded after 1960. Over 9,000 physicians are
graduating each year, compared with 6,800 in the early 1960’.

Differing definitions make comparisons of health services between
countries cﬁﬁicult, but within individual countries there is encouraging
evidence of increases in services provided. While progress has been
made however, much remains to be done in response to the 50 percent of
the population living in rursl areas where such facilities are not ac-
cessible,

3. CONCLUSIONS

There has been progress toward im%'oved health in Latin America,
although the ambitious objectives of Puiita del Este are still beyond
our grasp. Available data suggest strongly that life expectancy at
birth has increased. Mortality of infants and children under the age
of 5 has shown a marked reduction. Fewer deaths and less illness
result from the prevalent communicable diseases. There has been a
considerable increase in the provision of potable water, especially in
urban areas, and some increase in sewerage systems, bub improvement
in rural areas has been negligible. Nutrition programs are being car-
ried on in every country by local health groups. The number of physi-
cians in Latin America has greatly increased, though their distri-
bution within countries is still not satisfactory. More hospitals and
health centers are available. The Latin American countries have ac-
cepted as national policy the national health goals of the Alliance for
Progress. Further time, effort, and expenditure will be needed to reach
these objectives.

TABLE A —ACHIEVEMENTS 1N REDUCING INFANT DEATH RATES IN RELATION TO GOALS OF THE CHARTER OF
PUNTA DEL ESTE

Death rate per 1,000 five births

Percent of
Average, decrease
Country 1960-62 1966 Goal, 1968 achieved
Argehtina___ —- 6l 0 53.3 45.8 11
gulm'a_ . y 103.0 ® 108.2 © T2 cacae 5
razil. _ 1y ) 1
Chilen e e e e e e ——a—— 117.8 01,9 2g 4 54
Colombia, + v e e v rr—m e e mm——em 92.8 81.2 89.6 L)1)
Costa RiCa. _ o e e 661 630 496
Dominican Republie, oo oo 9%.1 8l.1 706 53
Eewador__ o aiaus 99,4 - 90 4 7.5 36
EESalvador. o o e e maa— 725 62.1 b4 4 af
Guatemala___. 39 3 91,4 620 .
Honduras___ 45 4 36.7 63 97
Mexico.._.. kA 62.9 536 18
NICaragUA. e e e e e 63.1 A7.9 47,3 96
Panama. o iimsmaeac———- anl 45 0 33 48
Paraguay. . o anieaemmmemem £9.7 269.6 87,3 90
PO e e ———————— 529 253.0 69,7 129
Urugeay. oo eemee 44,8 42.7 3339 17
VeneZuela. oe o erococmucpaemmzmma e 52,1 267 39.1 42

1 Not available
2 Provisional.

_Sourge~ “Facts on Health Progress,” Pan Amenican Health Organization, Wl:lﬂ, September 1968.
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Low-Cost Housixe

To increase the construction of low-cost houses for low-income fam-
ilies in order to replace inadequate and deficient housing and to reduce
housing shortages; and to provide necessary public services to both
urban and rural-centers of population.

1., ANALTSIS OF THE GOAL

The goal of adequate housing for all is obviously desirable, but
realistically one which cannot be soon realized. The total need for
housing in Latin America has been estimated as being between 15 and
20 million units. This deficit is increasing by at least one million units
8 year. Squatter settlements continue to mushroom. Given higher
priority needs for the use of searce internal and external resources,
the countries of Latin America will not be able to meet the housing
need in the foreséeable future. Economic development priorities will
not in any country result in substantially larger resource allocations
for housing.

The greatest need for housing is for low-income families. Unfor-
tunately, persons in this income éategory can make little or no con-
tribution to the cost of their housing, and generally require some form
of public subsidy. This raises the hard economie question of the feasi-
bility and desirability of allocating large amounts of capital to low
rent housing.

o. EXPERIENCE TO DATE

Since the ineeption of the Alliance, every Latin American country
has created or strengthened a national housing agency charged with
responsibility for providing low-cost housing. K11 hiave received finan-
cial assistance from IDB or AXD, or both. Prior to the Alliance, those
agencies already in existence produced a limited amount of housing,
and this was confined almost exclusively to middle rather than, lower
income housing. Loans made to these agencies for low-cost housing
under the Alliance required matching budgetary contributions and
focused some attention on low income housing needs. However, the
experience with low-income housing has not been satisfactory. There
remains resistance by national institutions to minimum standards and
alded self-help, and a tendency to-favor middle-income housing, where
demand is both strong, and unlike low-income housing, effective in
terms of fimancial capaciby.

As a matter of policy, both AID and IDB have made loans for sale
of housing only, and have required that the loans be made on a self-
liquidating basts. This requirement has limited the reach of externally
financed efforts, since cost factors tend to make the imposition of
economically required payments schedules unrealistic.

What hag been accompliched to date by such external assistance has
been the creation of intermediate credit institutions, such as savings
and loan banks, whose experience may one day point to ways to accu-
mulate savings to finance middle-income housing. Such financing is
clearly needed, but it is not the answer to the growing sluns and to the
crowding of poor people into shacktowns 1 the cities and huts in the
countryside.
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Recognizing this, Brazil end Peru, whose urban slums are among the
worst in the hemisphere, have begun programs for upgrading the hous-
ing in the favelas and barrios. These programs assume that tearing
down large areas is too disruptive for the people and too expensive for
the society and that some other means must be found to create accept-
able living conditions for the slumdweller. But slum rehabilitation is a
slow process, and far-reaching progress will no doubt turn largely
upon 1mproved economic opportunity, more than upon subsidized
physical construction, community organization and planning efforts.

3. CONCLUSION

Latin America’s housing problems will be solved only when most
families aze in a position to demand decent housing because they can
afford it. But that condition presupposes enormous economic develop-
ment strides forward. At the same time, intensive efforts to reduce costs
through the development of new construction techniques and material,
community self-help techniques, and the elaboration of new financing
aproaches and methods should be intensified. Breakthrough in all or
any of these areas can meaningfully advance the time frame within
whieh the hemispheric housing need ean be met.

STABITIZATION

To maintain stable price levels, avoiding inflation or deflation and
the consequent social hardships and mnaldistribution of resources,
always bearing in mind the necessity of maintaining an adequate rate
of economic growth.

In addition, national development programs are to dnelude:

The basic fiscal and monetary policies to be followed in order to
permit implementation of the program within a framework of price
stability.

1. ANALYSIS OF THE GOAL

Inflation has been a prominent feature of the Latin American eco-
nomic landscape.

Among economists concerned with Latin America’s development,
far from.any clear cut consensus, there are strongly contending schools
of thought. The position taken in'the Charter of Punta del Este reflects
the notion that extreme price instability results not only in an unfair
allocation of burdens, but inevitably retards progress through inade-
‘quate stimulus and mechanisms for savings, ineflicient allocating
mcentives for investment, and the almost inevitable concomitant of
unsettling political side effects. There is similar diversity of opinion
about the causes of inflation—in somewhat capsule form : '

(1) The “structuralist” view, that inflation is caused by inelastic

‘supply conditions, especially in agriculture. Attempts to expand the
economy run up the prices-of vavious kinds of commodities and services
instead of calling forth additional cutput. The money supply then has
fo be increased proportionately to prevent unemployment and reces-
sion. This view is.sometimes accompanied by a rather fatalistic view of

-politics—that public policy can’t or at least doesn’t respond with meas-
ures adequate to solve the underlying “structural” problems.
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(2) The “monetarist” view that inflation is caused by printing too
much money. In 1ts most simplified form, this view may be accom-
panied by the attitude that any inflation is bad and should be stopped
at virtually eny cost..In respounse to the structuralists, a member of
' this sechool might argue that most of the “structural” obstacles to

growth with price stability are the results of past, present, or expected
future inflation, even though these obstacles-themselves may in turn
magnify inflationary forees further.

(8) The “eclectic-pragmatic” view that inflation-comes (2) partly

from external demand -pulls; () partly from the.cost-push factors
that operate everywhere (labor unions, rising land: values, rising pay
for services not counteracted by prodictivity improvements) (¢) but,
In Latin America, mostly from budget deficits financed by excessive
money and credit creation. The budget deficits themselves result from
different circumstances in different countries; but almost all follow the
Ppattern of political demand and legislative appropriation of funds for
public services at a level which cannot be financed by non-inflationary
revenues becanse of (i) Jack of political consensus on who would pay
“the taxes; (1i) which in turn resulés in toleration of-country revenue
-administrations’ inability to collect even the-taxes levied ; (i11) which
results in inflationary financing that is accepted as the lesser evil, or
Perhaps the inevitable resnlt of the political process, depending on the
vantage Iioint of participant or observer. )

The political push. for expanded public expenditures both for direct
welfare programs and capital-investment tends to make the fiscal prob-
lem worse. As the-data show, many countries feel the political pressure
to lift development expenditure whether-or not the “rising expecta-
tions” are generated by public awareness of Alliance goals, or under-
privileged groups seeking a greater share of themational income. The
availability of external financing on concessional terms for develop-
ment, projects may make it still harder to resist the pressure to-spend
before revenue is in sight. This promotes & race between the need to
spend more to do what %19, Alliance calls for, and-the ability to.mobilize

-additional internal resourceswitheut inflation. - -

ATID-and multilateral agencies furnishing -assistance to the hemis-
phere, such as the IMF and IBRD, have.subscribed. to various views
at different times for different countries, recognizing essentially that
the origin and significance of, and-prescriptions-for containing, infla-
tion, vary widely -according to differing country’s circumstances at

-various points in time. The validity of the goal—containing inflation
while maintaining respectable growth—=is.not in doubt. There inevita-
bly is often great uncertainty abouf the-level:of inflation which..can
be tolerated, and the appropriate policy prescription to be applied at
any.-time. et - - ", -, <

The economics.of disinflation is not very, well elaborated, either as
science or the art of public policymaking. Some of the more successful
stabilizations in.Kurope included at least temporary recession and
sometimes substantial unemployment -for extended periods.of time.
Other cases, -such .as..(Greece and -Austrin, suggest that all-at-once
adjustments can effectively stop the inflation cycle., The recent Latin
Ainerican approach of trying-to cut the.zate of price increase from,
for example, 40 percent a year to 10 percent over 3 .ears without
cansing unemployment represents a compromise method secking a
practlcal solution,
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Fven if the executive anthorities in the Latin American countries
have full power to choose apt policies, their tools are not always up
to the taslt. Central control mechanisms for money and credit tend
to be weak. However, the foremost problem is the weakness of tax
systems and collection machinery, Under these cireumstances, when o
government starts a stabilization program, it may find it cannot raise
enough revenue or cut its expenditures enough to balance its budget.
It therefore often seeks to reduce the flow of eredit to the private
sector. The credit reduction may succeed in depressing activity but
not in halting the buildup of excess liquidity enough to prevent a
continued rise of the price level.

2. BXPERTENCE TO DATE

Nine countries in Latin America—Venezuela, Nicaragua, Panama,
Paragnay, Mexico, Honduras, Guatemaln, El Salvador, and Costa
Riea—have experienced relative price stability over the Alliance years,
with less than 18-percent inflation, or less than 3 percent per year.
(See table, p. 47.) i

A second group including Bolivia, the Dominican Republie, and
Fcuador experienced mild inflationary pressures over the period,up to
36 percent increase in prices, less than 6 percent a year.

A third group—Uruguay, Peru, Colombia, Chile, Brazil, and Argen-
tina were plagued by strong inflationary pressures which, in our view,
weakened growth performance and abilily to focus on long-range de-
velopment problems in each of these countries. Inflationary incresses
in these countries ranged from 95 percent in Peru to 1,300 percent in
Brazil over the period.

Becanse of the relative ease with which governments ean increase
expenditures and the-corresponding difficulty of raising more revenue,
one could have reasonably expected that an upswing in public expendi-
ture in the Alliance period would have produced more inflation than
actually has oceurred. Yet, ag a result of often very adroit programs,
which in many countries have been influenced by the requirements of;
ATD and other international lenders, the inflationary results have not
been evident or have been dampened.

Most: Latin American countries have managed to keep a reasonable
degree of price stability. The major unsolved problems lie mostly in
Brazil, Chile, and Colombia, where price stabilization efforts have been
made, but where stabilization is yet precarious. Even of this group of
countries with hard-core problems, those which have received substan-
tial support through AID in the form of program loans, have made
basic progress in closing their budget deficits. Brazil ran a deficit equal
to over 40 percent of its total budget through 1964, but by 1967 this
figure had been reduced to 12 percent. Colombia and Chile, in somewhat
less critical situations than Brazil (their revenues nearly always more
than equalled current expenditures) both experienced declining deficits
during the Alliance period. Colombia’s deficit averaged over 30 percent
of its total budget In the early Alliance years (1961-63) but dropped to
around 15 percent on the average from 1964 on. Chile’s deficit began to
drop significantly after 1965, to less than 5 percent of total expendi-
tures by 1967.
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3. CONCLUSION

For the governments of the less stable countries, stabilization pro-
grams pose disconcerting dilemmas. The experience of Argentina and
Brazil shows that stabilization through monetary austerity measures
can produce painful business recessions, loss in real income to large
segments of the population, particularly labor, and risky political con-
sequences, without widely felt benefit to the economy or political sta-
bility through stimulation of growth and development. On the other
hand, without stabilization, inflation can clearly frustrate prospects
for growth. Keeping the goal in clear focus, the question forthe coming
few years is whether these countries can thread their way successfully
through the dilemmas by keeping inflation within tolerable bounds.

Several points give ground for optimism that countries will success-
fully control inflation. First, governments of the still inflationary
countries show signs of genuine belief that inflation interferes with
progress, and of determination to find some way to solve their prob-
lems. Secondly, partly under the stimulus of program loansand partly
under their own initiative, Brazil, Chile, and Colombia have started
basic tax reform programs that will give them the means to close their
deficits. Brazil and Chile have also made good progress at rationalizing
public control of their banking systems.

The United States, and other credit supplying countries and inter-
national agencies should continue to encourage and aid these countries
to work at stabilization, but must be aware that their interest in pro-
moting higher development expenditures may conflict at Ieast in the
short run with their interest in combabing inflation. In some cases a
standstill or temporary cut in public eapital expenditures combined
with a more effective overall stabilization program may pay off better
results m the long run.

In conchision, mflation is 2 major problem.only for o few countries,
and most of these it has troubled for a long time. Nothing in the ex-
perience of the Alliance period suggests that the aim of stabilization is
undesirable nor can we conclude that it is unattainable.

TABLE A.—COST OF LIVING
[Parcent increase aver previous year]

Latin American Republics 1962 1963 1864 1365 1366 1367  196E-67
Argenting. . .oeerarunmans - 25.4 26.8 22 28.7 318 20.5 325 4
8.3 —t.0 0 27 7.1 7.4 36.3

52.8 72 4 87 [ 46 7 29 8 1,413 2

13.1 44.9 46 23.8 22,9 18,2 34].5

z 27 36 18 3.4 19,7 82 13,5

CostaRica ... nen 3.2 3.1 . 3 0 ] 1.0 10.6
Deminean Repoble_ .. __________ 82 87 , 2 —2.0 8.0 0 27.1
Eeuador . o maeeeaee e 22 6.4 4 2.9 5.6 1.5 27.2
El Salvador . e eeecmeemaan.- 10 10 2 0 —1.0 i.¢ 4.1
Guatemala_ 2.0 0 0 —1.0 L0 Q 2.0
Honduras_, 1.0 31 b Z3 1.9 27 i7.7
Mexico. ... 1:0 10 2 3.0 3.8 16 16.3
Nicaragua.. .. ________ 0 10 b 2.9 3.7 0 131
P AREMA e e oo e e e e e e 1.0 0 2 1.0 0 1.0 51
ParagNaY e e ee i e e 10 20 4 3.3 28 .9 13.4
o= 5| 6.8 6.4 10 17.3 93 9,9 6.1
UrUgEaY o e e e emmm e s - 107 20.3 43 56.6 1.7 89,2 881.3
Venezuela. oo ——— 0 0 1 20 0 —1.0 2.0

Source: IMF “Internafional Financial Statistics,™
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INTEGRATION

To strengthen existing agreements on economic integration, with a
view to the ultimate fulfillment of agpirations for a Latin American
common marlket that will expand and diversify trade among the Latin
American countries and thus contribute to the economic growth of
the region.

1. ANATYSIS OF THE GOAL

Progress toward the Punta del Este goal for economic integration
is diffieult to quantify meaningfully. The approval of resolutions,
modification of existing arrangements, or even conclusions of new
agreements are not always synonymous with effective progress. Trade
developments are subject to the influence of factors other than those
provided for in infegration agreements, and growth frends too are
caused by factors that are not directly velated to fhe integration
process. Nonetheless, trends in regional trade diversification and eco-
nomic growth ({lmte sections detailing these) indicate some positive
relationship to the Alliance goal of integration.

2. EXPERIENCE TO DATE

At the time the Punta del Bste Charter was signed, two basic inte-
gration agreements—the Genersal Treaty of Economic Integration of
Central Emerica,' and the Treaty of Montevideo providing for the
Latin American Free Trade Association—had been concluded. Since
the origin of the Alliance for Progress, efforts to achieve economic
integration in Latin America have proceeded under these agreements,
ag well as under several new arrangements.

(@) The Latin Admerican Free Trade dssociatton (LAFTA), de-
signed to lead to the establishment of a free-trade area within 12 years,
took form in 1961 with the ratification of the Treaty of Montevideo
by seven countries. Today 11 Liatin American republics, accounting
for about 90 percent of production and trade within the area, are mem-
bers of the association. Reflecting in part tariff concessions negotiated
during the annual conferences, intrazongl trade, which was $360 mil-
Jion in 1961, rose to an estimated $760 million in 1967. When compared
with overalltrade developments-during the same period, the share of
intrazonal trade in total LAFTA member country trade increased
from 6 percent in 1961 to almost 11 percent in 1967. In addition, five.
complementation agreements (agreements designed to further indus-
trial integration and diversifieation by providing for the coordination
of investment and for immediate free trade for a specifie product or
products) have been concluded.

(6) The Central American Comnon Market (CACAL),composed of
Costa Rica, Il Salvador, Guatemala, Honduras, and Nicaragua,is now
near its goal of achieving common market status through the virtual
elimination of barriers to trade for goods of Central American origin
and the substantial establishment of a common external tariff. Nearly
free trade has helped stimulate the rapid expansion by over 500 percent
of intrazonal trade, which grew from $36 million in 1961 to $213 mil-
lion in 1967, When expressed as a share of total imports by CACM
members, intrazonal trade has grown from 7 percent in 1961 to 21 per-



49-

cent in 1967, A common external tariff has now been established for 87
percent of the tariff classifications, Trade under ‘93 percent of these
classifications is free within the region, Perhaps even’more important
than these trade developments has been the establishment of regional
institutions under CAEM. ‘Such institutions include the Hconomic
Couneil, comprised of the ministers of economy of the member states,
which acts as the primary policymaking body of the common marlket,
and the Iixecutive Couneil (composed of the vice ministers of econom
which meets at more frequent intervals to oversee developments in t%e
region. Other regional institutions include the Central American Bank
for Heonomic Integration and the Central American Institute for In-
dustrial Research and Technology (a consulting body for private
industry m the area). Although the latter two institutions are inde-
pendent of the Geueral Treaty organizations, in practice they maintain
very close ties. Through the establishment of the general treaty organs
and the affiliated organizations, the CACM members are developing
the institutional bases for an enduring regional structure.

(¢) The Andean Subregional Group, a recentontgrowth of LAFTA,
seeks to unite Colombia, Chile, Venezuela, Bolivia, Beuador, and Peru
in & subregional common market with free trade to be achieved 5 years
before the 1985 Latin American Common Market (LACM) target, If
* properiy constructed, this community, designed to put its membersin a
more competitive. position with the bigger countries in the area, could
be a positive step toward creation of the common market. To date, all
countries have signed (though not ratified) the statutes of an Andean
Development Corporation to promote the 1dentification and execution
of multinational projects, and four members have signed a subregional
complementation agreement for petrochemicals. Flowever, the six coun-
tries have not yet agreed on the basic statute for the subregional
community. - )

(d) The Caribbean Free Trade Agreemeni (CARIFTA)Y entered
into effect in May 1968, and has since been joined by virtually all
English-speaking countries in the area. The agreement astablishes free
trade among members except for certain products on which-restrictions
are permitted for from 5 to 10 years. Althongh the agreement makes no
Frovision for-closer integration, the heads of the member governments

nave indicated their intention that CARIFTA should be a first step
toward a Caribbean corhmon market. Just where CARIFTA will fit
in the long-term move toward economic mtegration in Latin America
canhot be fully answered as yet, for although there have béen some
tentative indications of a relationship with the LACM movement,
CARIFTA members’ ties have traditionally been with the United
Kingdom and the Commonwealth,

(¢) Other developments—In addition to these broader arrange-
ments, the Latin American ¢ountries have commenced s number of
projects, and studies designed to foster regional infrastructure and
strengthen physical and other ties between and wmong the States.
These have been largely in transportation, especially highway develop-
ment, and telecommunications svhere the eonstruction of facilities for-
satellite communications promise-to improve significantly the regional
networlk: Following the summit declaration 11n§lerscoring the need for
completing and modernizing Latin America’s pliysical infrastricture,
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additional resources were allocated to the Inter-American Develop-
ment Bank to finance studies of multinational projects. In addition,
President Johnson suggested that o task force be established to recom-
mend priorities and guidelines for carrying out physical integration.
The IDB is currently drasing up an inventory of regional projects and
is carrying forward studies related to physical integration in.coordina-
tion with CIAP.

Degpite the positive developments noted above, progress toward
effective economic integration has been halting—particularly in the
most recent years. In part this reflects the magnitude and complexity
of the economic problems facing the area which became visible largely
after the initial effort got underway. Probably equally important have
been such noneconomic factors as rising nationalism, the preoccupa-
of Latin American leaders with other problems, and frequent changes
in povernments, often accompanied by markedly different outlooks and
policies. In virtually every instance integration efforts have slowed
following an initial spurt of active development. A second general
trend has been & movement toward diversification characterized by
the initiation of efforts in directions and areas other than trade liberal-
ization which was the prineipal initial approach. The more recent
developments noted below exemplify these trends.

LAFTA.—After a substantial rise in the early years of the associa-
tion, the growth of intra-LATTA. trade has slowed down. Such trade,
which accounted for 12.9 percemt of total zonal imports in 1965,
dropped to 115 percent in 1966 and to an estimated 10.8 percent In
1967. Progress in the annual tariff negotiations has been substantially
less than I the earlier years, and efforts to adopt procedures for auto-
matic reductions have not yet succeeded. There has been no real prog-
ress in establishing a common external tariff, and effective advances
in complementation agreements have been slow in coming.

CACN —The CACM ecountries, after 5 years of highly satisfactory
growth and economic stability are now experiencing a slowdown in
the growth rate accompanied by fiscal and bala,nce—ofipayments prob-
lems. While these problems are also the result of factors unrelated to
the integration movement, efforts to overcome them have led to serious
strains among CACM members. ,

Andean Group—Despite continuing efiorts by Colombia, Chile, and
Bolivia to push forward with a subregional agreement, the uncertain-
ties arising from recent government c?}mnges in Venezuela, Peéru, and.
FEcuador, coupled with private sector opposition particularly in these
countries, signify a slowdown in getting this subregional effort
underway.

At the 1967 Summit Conference the Latin American Presidents
committed themselves to take action beginning in 1970 to establish
progressively the Latin American Common Market (L.ACM) which
should be substantially in operation within 15 years. Although a mech-
anism for coordination between LAFTA and CACM has been estab-
lished and CIAP has sponsored a series of meetings to discuss the
mobilization of resources for an adjustment fund, the Foreign Min-
isters have been unable to agree on the most important proposals
needed to carry out the presidential declaration, and the summit com-
mitments remain unimplemented.
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3. CONCLUSIONS

After more promising initial progress, economic integration in Latin
America has reached a platean from which further significant ac-
vanees will require considerably more effort on the part of Latin
American governments to take the action necessary to achleve stated
objectives, as well as substantially more time than has been anticipated.
The near-term outlook, in fact, is unclear. While we are convinced that
the integration movement will persist, it is evident that its fubure
course will be slower than hoped. This course will probably alsc pro-
ceed in a manner somewhat different from that envisaged in 1961, as
Latin American proponents of integration seek new approaches that
offer the best hope for progress in their quest for the long-term goal.

Although economie integration has faiclled to develep as anticipated
and has suffered scme serious shortfalls, its importance as the best
course to increase regional trade and growth remains wndiminished.
For this reason integration should continue to be emphasized as a
long-term goal of our inter-American policy and program. The prin-
cipal impetus for integration must come from the Latin Americans.
Navertheless, it is desirable that the United States continue to demon-
strate its support for Latin American efforts toward economic integra-
tion, and should also be prepared to respond fully to those initiatives
that promise effective resnlts.

CoarponiTy STABILIZATION

To develop ccoperative programs designed to prevent the harmful
effects of excessive fluctuations in the foreign exchange earnings de-
rived from exports of primary products, which are of vital importance
to economic and social development; 2nd to adopt the measures neces-
sary to facilitate the access of Latin American exports to international
marlkets.

1. ANALYSIS OF THE GOAL

Instability of export prices and export earnings has been an obstacle
to the development of countries heavily dependent on production of
primary products. Growth of less-developed couniries depends to a
considerable extent on the availability of foreign exchange for import
of capital goods. Government revenues also depend in large measure
on export performance,

Ten products acecount for 70 percent of Latin America’s export re-
ceipts. They are primarily foodstuffs and industrial raw materials,
most of which are subject to greater price variability than the com-
modities Latin America imports. Price stabilization would help to
smooth income flow and permit more rational long-range development
planning. However, price stabilization must be supplemented by ex-
panding market opportunities to provide the growth in income that
developing countries need. The broader goal is to maximize foreign
exchange earnings over the long term while minimizing short-ferm
fiuctuations. The success of programs to stabilize prices is not easy to
evaluate in terms of this broader goal.
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5. EXPERIENGE TO DATE

Price stabilization agreements for 'a number of Latin American
expolt products have been proposed since the Alliance was formed—
all in a world rather than a Western FHemisphere context—since they
are world-trade commodities. Four have been successfully negotiated
and are now in operation, that is, coffee, tin, grains, and sugar. Discus-
sion of a cocoa agreement is far advanced. In addition, tentative pro-
posals for international agreements for cotton, bananas, and copper
have been considered, but the proposals met with so little encourage-
ment from producing countries that they never reached the negotiating
stage.

Tin.—A third International Tin Agreement was negotiafed in 1965.
The United States participated actively in the negotiation of the
agreement, but has never become 2 member. Bolivia, the only major tin
producer in Latin America, is a signatory.

Ooffee—The International Coffee Agreement is the most important
recent effort to stabilize prices of commodities important in Latin
American trade. Coffee is Latin America’s most important agrienltural
export. Value of exports in 1967 exceeded $1.5 billion. It is grown in
14 countries and accounts for about 18 percent of their total export
trade. The coffee agreement was negotiated in 1962 and became effec-
tive in 1963. It was renewed in 1968 for a period of 5 years. The agree-
ment lras heen relatively successful in stabilizing coffee prices.

During the years 195462, just prior to negotiation of the coffee
agreement, the average .S, spot price of Brazilian coffee (Santos 4),
was 49.19 cents a pound; fluctuations below that price averaged 10.8
cents; fluctuations above that price averaged 18.52 cents. During the
period 1963-67, with the agreement in operation, the average of fluctu-
ations on the upside of an average price of 40.83 cents was only 4.85
cents, and the average of fluctuations on the downside was 4.87 cents—
less than half the average variation during the preagreement period.
The price of coffee in Colombia, the second largest Latin American
producer, has alse shown much greater stability since the agreement
went into effect. The average fluctuation in price above and below the
average of 45.24 cents a pound has been only 3 cents. This compares
with average fluctuations of 14.47 cents above and 10.78 cents below
the preagreement average price of 56.15 cents.

The coffee agreement is the first international commodity agreement
which makes a serious effort to promote a better supply-demand bal-
ance for a commodity in surplus supply. The revised agreement calls
for production controls, under penalty of sharp reductions in export
quota for a country which fails to meet its obligation, and also sets up a
“diversification fund?” to assist countries to convert coffee land to crops
for which there are better market prospects. The United States was
instrumental in developing this diversification program, and has of-
fered to lend from $15 to $30 million to help get 1t in operation.

Sugar—The United States has made an important contribution to
the stabilization of Latin America’s income from sugaxr exports through
revisions of the U.S. Sugar Act. The U.S. market for sugar from Latin
American countries other than Cuba has grown from about 275,000 tons
in 1959 to over 8 million tons in 1968. This sugar receives the T.S.-
stabilized price, less duty, and the premium over the world price in
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1968, amounted to .about $90 per-ton. Many Latin American countries
exporb sugar only to the United States. Some, however, have exportable
surpluses 1n excess of their quotas for the United States, and these will
benefit 1f the recently negotiated International Sugar Agreement suc-
ceeds in raising sngar prices onthe world market.

The International Sugar Agreement, negotiated in 1953 and revised
in 1958, became inoperative in 1961 After a number of unsuccessful
attempts at renegotiation, a new agreement was signed in October 1968
and entered into force on January 1, 1989. The minumum price objective
of the new agreement is 3.25 cents a pound. This compares with an
average world market price of about 2 cents a pound In recent years.
Neither the United States nor the European Economic Community is 2
signatory of the new agreement. Since the T.S. sugar quota system 1s
completely separate from export quotas established under the agree-
ment for sales in-the world market, and since the U.S. price exceeds the
maximum of 5.25 cents a pound provided for under the agreement,
nonparticipation by the United States has no implication for its effec-
tiveness. Nonparticipation of the BEC, however, with a large potential
export availability, does pose a threat to the stabilization of prices
under the agreement.

Coeoa—Cocoa prices are notably volatile. During the period of the
Alliance, they have fallen below 12 cents a pound and in recent months
have ranged above 45 cents a pound. Proposals for an international
cocoa agreement have been under discussion for a number of years, and
the United States has taken an active part in all negotiating confer-
ences. Latin America is a relatively small supplier, but cocoa is an
important export crop in Brazil, the Dominican Republic, Beuador
and some Central American countries, and stabilization of cocos prices
would be helpful to them. The initiative for resuming negotiations lies,
at present, with the producing countries.

Wheat—A new International Grains Agreement was negotiated in
1967 and became effective in June 1968, to replace the 18-year-old Inter-
national Wheat Agoreement. It consists of two parts, a Wheat Trade
Convention and a Food Aid Convention. The Wheat Trade Conven-
tion provides new and improved procedures for stabilizing world
wheat prices. It is designed to protect importing countries from exces-
sive increases in price under conditions of world shortage. The United
States, one of the largest grain exporters, has a direct interest in
stabilizing wheat prices in world markets. Argentina, the largest ex-
gorter in Latin America, will also benefit, as will Urugusy to o lesser

egree.

WNeasures To Broaden Latin American Acocess to World Markets

In addition to supporting measures for stabilizing prices of indi-
vidual commodities, where such measures appear practical, T1S. policy
has stressed efforts fo reduce barriers to trade and consumption and has
supported establishment by the IMF of an adequate compensatory
financing facility. The United States reduced tariffs, during the Ken-
nedy round, on a number of commodities that figure in Latin America’s
export trade. It has supported Latin American efforts to obtain access
on more favorable terms to Turopean markets for such products as
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bananas, coffee, and meat. It is supporting proposalsto establish a sys-
tem of tariff preferences to be extended by industrialized countries to
products of less developed countries.

Other stabilization measures

The compensatory financing facilities established by the Interna-
tional Monetary Fund in 1963 have made available $374 mullion to date
to various countries, including some Latin American countries, to help
stabilize their income. The Fund will meet requests for drawings by
member governments whose export needs fall short of their medium-
term trend of earnings. Drawing rights are limited to 50 percent of 2
country’s Fund quota, and must be repaid, but the compensatory fi-
nancing arrangement does provide temporary relief to countries whose
export Income declines sharply from causes over which they have no
control. Tt does not provide relief to compensate for a decline in the
long-term trend of earnings resulting from changes in demand or loss
of market to synthetic products. Countries heavily dependent on such
products as rubber, jute, and nitrates, which have experienced such
secular declines in income from export trade, continue to urge the
establishment, of a “supplementary” financing program to assist them
to reorient their economies. The proposal is under study by the IME

andd TBRD.
3.. CONCIGSIONS

Most products offered as candidates for intergovermmental price
stabilization agreements have now been thoroughly stuzdied. The major-
ity of those where such an arrangement offered promise are now cov-
ered by agreements—coftee, grains, sugar, and tin. A cocoa agreement
may prove feasible. Proposals for individual commodity price stabi-
lization arrangements should continue to be studied on a case-by-case
hasis, but the scope for assisting LD(C’s by this means 1s somewhat
limited.

The IBRD and the IMTF are currently investigating the need for
broadening the coverage of the IMF’s compensatory financing facil-
ities as well as possible need for providing increased assistance to
LD(C’s seeking to diversify their export opportunities or to reduce
production costs of products which are adversely affected by competi-
tiou from synthetics.

Producers of snch commodities as cotton, bananas, and fats and oils,
for which formal price stabilization arrangements may not be prac-
ticable, can benefit from further extension of the work of more informal
international study groups such as the Banana Study Group estab-
lished, with U.S. support, under FAO auspices. Exchange of informa-
tion on production and marketing trends, and joint promotion
efforts, can do much to Jimit price fluctuations and to expand export
opportunities.

Other Alliance Perfermance and Self-Help Indicators: Resource
Mobhilization and Allocation

Although not included among the formal goals of the Alliance, the
charter recognized the central importance of and need for “More effec-
tive, rational and eguitable mobilization and use of financial we-
sources * * *” The record of achievement in the areas of total invest-
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ment, and government revenue and expenditure has come to receive
as much attention as the 12 objectives treated above. The indicators
available 1o us in these fields have & pattern of usefulness and limita-
tions similar to those applying to-the major objectives, and we there-
[ore examine them-below in a similar format.

Gross INVESTMENT
1. ANALYSIS OF GROSS INVESTMENT

Economic theory has always considered capital accumulation not
only a principal factor in increasing production, but also the activating
ageni for introduction of technological advances and use of idle natural
resources, In national income accounting, the most commonly used
indicator in this area is gross investment, which measures the total
expenditure on goods.and services devoted to the building of new pro-
ductive facilities, and embodied in the inventories of goods which tend
to be needed as total production grows. In theorHy, the greater the rate
of investment, the faster output should grow. How much investment
an economy needs to grow at any specified rate, therefore, depends on
how productive the.investment is.

The productivity of investment or the adequacy of its level to pro-
dunce a desired growth rate cannot readily be determined by comparing
current or recent rates of investment and growth. Current investment
may not produce its intended ontput for some time after the bulk of
the expenditure on new facilities is made. It may cost more than ex-
pected ; it may pay off less than expected; new production from new
{acilities may be offset by loss of production from old faeilities. Fx-
pected market demand may fail. Qutput may be reduced by any num-
ber of internal and external factors.

The level of investment and its productivity are only partly subject
to public policy. It may be possible to stimulate private investment
by = variety of fiscal and monetary policies as well as direct financing
and protection measures. Nevertheless, the level and productivity of
private investment depend strongly on private decisions to invest, in
turn affected by the profitability of opportunities, confidence in the
future, financing capacity, and managerial knew-how. The best of pub-
lic help and support may not pay off, at least in the short run.

Public investment is.under more direct control of the govermment,
but Iack of political consensus may hinder attempts to malke it pro-
ductive. Also, public works-type investments such as transportation
facilities are in. practice a help to private produetion, but depend on the
latter for their major contribution to economic output.

Raising funds for public investment may also take funds or credit
from potential private investors, thereby causing a shift in the mix of
total investment rather than an increase in amount.

2. EXPERIENGE TC DATE

In examining the data on gross investment levels in the Alliance
countries we generally use as a standard measure of investment the
relation of investment to GNP. Comparison of trends and period
averages—rather than yearly fluctuations—gives a better idea of the
effects of investment. Over the Alliance years, gross investment in
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Latin America has been about 18 percent of regional GNP, which
compares with 16 percent for the Near East and South Asia area, 20
percent for the Far East (excluding Japan) and approximately 18
percent for the United States. The ratio of gross investment to gross
national product in Latin America shows a drop from 18.3 percent in
1960 to 17.8 percent in 1963, and recovery to 18.4 percent since then,
The decline was mainly due to stabilization efforts with reduced eredit
availability and curtailed public spending by Argentina and Brazil.
If these two countries are excluded, the regional ratio rises from 18.6
percent In 1960 to 19.8 percent in 1967, with Bolivia, Nicaragua, Hon-
cluras, Panama, and Peru making particularly notable gains in this
vatio. The Central American Economic Community eountries as a
group ‘have not yet caught up with the regional average, although
their investment is increasing at a faster rate—with a 47 percent rise
between 1963 and 1967 compared to 2 28 percent regional increase.
Investment in these CAEC countries averages just above 15 percent
of GNP. .

A comparison of Alliance period investment rates and growth per-
formrance shows that, of the Latin American Republies with invest-
ment-GNFP ratios of over 18 percent, nearly all are above-average
growth performance countries. (See table A.) Mexico, Panama, Peru,
and Venezuela show capital investment generally above, and often well
above, the average for every year of the Alliance period. The first three
countries are in the high growth category (above the Alliance mini-
mum target of 2.5 percent), Venezuela shows average growth (5 per-
cent Increase in total GNP). Nicaragua, another fast grower, has ex-
perienced steadily rising investment from a low 13 percent of GNT in
1964 to a current level of close to 21 percent. In two other countries—
Chile and Colombia—gross investment fluctuated around the average
during all of the 1960’s, with Colombia at the slightly higher level.
Both of these countries averaged just above 4 percent growth of their
economies annually. The exception among high investment countries is
Argentina. With the highest rates of gross investment of any of the
Latin American Republics (2824 percent) for the first years of the
Alliance, Argentina suffered significant drops in investment with only
incomplete and intermittent recoveries during the rest of the period. Its
growth rate suggests that there are serious obstacles to the productivity
of its capital investment. .

Moreover, most of the countries with low investment-GNP ratios
show only mediocre growth performance. Investment in Brazil, about
18 percent of GNP for the first few years of the decade, began to drop
in 1963, leveling at just -a little over 13 percent in 1965, and has only
latelv revived to 15 percent. Paraguay, Uruguay, Honduras, and the
Dominican Republic, all below average In per capita income growth,
show very low investment-GNP ratios, never attaining 18 percent in
any vear during the Alliance. Guatemals and Ecuador, Jikewise very
low in investment, just barely surpass the 1.5 percent average for Latin
Amerjea per capita income growth.
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But, as with the high investment group, there are exceptions. Bo-
livia, El Salvador, and Costa Rica all surpass the Alliance minimum
for growth, despite investment inputs of only 14 to 16 percent of GNP,
sugeesting productivity of investment was high.

3. CONCLUSIONS

The data show clearly that most Lafin American countries have
either substantially increased investment levels or maintained already
high Ievels of investment. The major exceptions are the countries where
inflation became disruptive and where price and balance-of-payments
stabilization programs made restriction of demand necessary.

TABLE A —INVESTMENT AS A PERCENT OF GROSS NATIONAL PRODUCT IN 1957

Peru_ Costa Rica. S 16 2
Panama.. B O I e e e e i e e 159
Mexico__ HoNdUIBS e e cmeeme———————————————— 15.1
Nrearagua.... Branl____.______ —— 15.0
Venezuela___ Ectiadot, ... 14.3
Colombia_ El Salvador__ 14 2
Chile.. Guatetnala. .. 12.6
Argenfina ... Uruguay e s e i e e 12,0
Domunwan Republic 3 —
P2l 2By e e e e mm e m e e mm—————— AvVErage.. — _ 18.4
TABLE B—LATIN AMERICA GROSS INVESTMENT
[in milhions of dellar equivalents at 1966 prices]
1960 1961 1962 1963 1564 1865 1966 19671
ARZEMEENA . oo e e 3,207 3,543 3,175 2,450 2,948 3,197 2,900 3240
BOHVIAs e e mmrs o cm e mem e 62 50 82 a0 87 103 106 114
BrazZi e 3,569 4,033 4,100 3,958 3,86 3,307 3,723 4,085
[ 1 - U 616 708 692 7179 743 334 380 935
Calombia e iemaaaa . 502 989 925 §09 1,008 920 1,174 1,095
Gosta Rit8.ceeoeae o 86 ] g0 83 & 1}3; 106 107

135 173

151 154 18 153 164 167 178 189
8z 7l 74 86 108 119 128 124

Domincan Republic 2.
Eewador. .o oooeeo-
El Salvador2__

Guatemala___ 118 125 124 143 175 185 196 207
Horduras2_ __ o oeoo. o 50 B4 ! 72 15 79 g4
=4 U 3,020 2,040 3,040 3,360 4,080 4,210 4,570 4,940
Nicaragira2 ... ___. o e am e mmmmmm mmmmm o 49 53 B3 18 89 97 119 122
Panama_ e 69 88 97 110 100 113 159 176
PAr3EURY e oo csmmmcmmcmm i manmm———————— ) (33 45 40 45 68 81 i8
L A1l 70 522 195 517 650 796 860
Uruguayl, oo . 223 229 211 195 185 198 186 133
Venezuela_______________ . 1,316 1,280 1,383 1,390 1,837 1,815 1,710 1,725
CAEC gross investment (383) (38 (405) (361} (B28B) (603} (6EZ) (G4d)
Latin Amenca (tofal, 28 Republes).. ... 14,054 15,057 14,936 14,527 16,274 16,282 17,226 18,417
Latin America (without Argentina and
21 -F.01 ) U 7,232 6,434 7,660 8,110 9,480 9,778 10,603 11,112

1Prehimipary pstimates 1967 dala ave estimates based on available information up to January 1368
:ﬁlctlss ﬁxletli] lrrn.lestment only; data on changes in slocks not avallable.
ot avarlable

Source PPG/SRD,
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TABLE C—LATIN AMERICA, GROSS INVESTMENT

[In percent]

increases in investment (consfant

prices) Percent of GNP

1960-63 1963-67 1950-67 1560 1967

ARANE N e o e e ——— e -2 24 1 233 18.3
Balvia. . et 28 55 84 12.7 158
BRIl e e amaecc s ——————— 10 —13 13 17.2 150
GBIl e eamm———r——————u—— 27 25 52 17.9 18,5
oMb o oo e e e 3 20 21 215 19.3
Costa Rica______ _ e aammeeeee- -3 2 24 18.4 16,2
Damfmcan Repblic 1o oo e eecicremr—m————— 88 43 137 g5 16.9
ECUa 0O mt e e mmee——s—————————— 1 24 25 115.7 143
[T LT 15 o S N 5 46 51 14.1 14.2
[HTE= T 21 54 15 11,5 16 6
Honduras b o e e e e e m e 32 21 56 12.5 15.1
ot 11 52 63 19.9 211
Micaragua L, ____ e e eememam 59 90 14% 13.0 206
PaRAMAe.  ieae o smaimemmesameanes————— 59 96 155 16.0 22.9
Paragaay 2 —13 82 59 @) 16 4
-1 1 20 . 83 109 16 9 23.1
Urupueay 4 e v ——————— —12 —f —18 15.3 12.0
Y ENEZURE o oo e e eemm e e m emm e = e m e 5 26 31 21.7 20.6
Latin America (averaga 18 Republics)- - 3 28 i 19.3 18.4
Central America (5 CAEG Republies)___..______ 19 a4 €6 13.5 15.3

1Gross fived investment only, data oh changes in stocks not available.
2 1962-64 only; 1960 and 1961 ot available.

3 Not available,

4 Preliminary estimales,

TABLE D.—LATiN AMERICA, INDEXES OF INVESTMENT (CONSTANT 1566 PRICES)

1960 1961 1962 1963 1964 1965 1986  1967!

Argenfira_ ___. e . e 1105 930 T6 7T L9 997 904 1010
Boltvia. et e cie e e e e m e —m——— i m e e 100 807 1323 129.0 140.3 186.1 171 0 183 9
] 1 | 1 100 1120 1149 1109 1048 92 104.3 113.9
Chile__ e 00 1149 1123 285 1206 1354 142.9 151 8
ColomBIa. . ucceeceecsmmmamammmam—caaae 00 109.6 1026 1008 11L9 1020 1302 121.4
GostaRica__________ - 100 2. 2 93.0 96 5 977 130 1233 124.4
Domimecan Republc .l 795 5370 187 M3 119.2 1850 2379
Ecuador. . _._ 100 10z20 95,7 101.3 1086 110.6 1i79 126.2
ElSalvador? 100 86 6 03 1049 1318 145.2 1562 151.3

Guatemala 100 1059 1051 1212 1483 165.3 1861 175.4
Henduras

- 92
Mexico____ - 100 100.6 100& 111.3 1354 1394 1513 163.6
Nicaragua 2

Panama. . e 100 127.5 14906 159.4 1449 1638 230.4 255,1
PATARUAY . o e e e s e e ———m————————— - 1000 89 97.8 147.8 1761 169.6
o 1 ing 1144 1270 1204 1258 1606 1937 209.2
Priguay § e e 100 1027 97.3 87.9 34.8 88.8 83.4 821
Yenezoela. .o e w0 973 1055 1056 1396 137.9 129.9 1211

Centrat Amenca, 5 CAEC Republies 100_._. 100 946 W41 1185 1357 1550 16L.4 169 6

Total Latin Amerita, 18 Republics o aaan cu 100 1071 106.3 1034 1158 1159 1226 131 0

L Prehminary estimates £957 data are estimates based on available information up to January 1968
2Gross fxed ivastment gnly: data on changes in stocks net avallable,
3 Base year is 1962,
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TABLE E~LATIN AMERICA; GROSS: INVESTMENT AS PERCENTAGE OF GROSS NATIONAL PRODUCT
N [Milltans of doltar eq;uva[enls at 1966 prices]t

1960 1861 1952 1963 1964 1965 1966 1867

. .

Argenfina

e e —m—————————————— 3 2.1 225 17.1 9.6 151 17.9 18.3
BB e e e e e ____ M1277 10.0 16,4 16 0 15.7 16,7 161 15.9
Broaml e e a2 17 8 18.7 13 4 17 6 16 & 13 3 14.4 15.0
iy 0 18.4 16 0 18.8 17.8 18.5 181 18.5
2L5 22.5 19:4 19,1 185 17.4 215 193
18 4 47 11 157 155 196 169 16 2
8,5 1.2 11,3 143 16,6 9.8 13,6 169
157 15.8 14.3 14:3 14,3 14.1 14,3 14,3
41 117 108 120 141 149 152 142
Guatemala. o oo e ieeeme—eee 11,5 i 7 10,5 13 130 138 133 136
Honduras? oo e eeeeeee-. 1206 116 144 155 149 145 148 15,1
MeRIeD e oo e —2rraeae 198 19.4 18,5 19.2 . 21,3 20,8 210 11
NCATAUA e o e e e ceemam e e m— e ———————— 130 132 144 167 "184 182 210 20.6
11T 11| e 150 ‘185 19 8 2000 i7.8 181 22.6 22.9
|GG N {2y (5] 1L 4 9.7 10,5 149 17.5 16 4
POt e 16.9 17.8 233 208 18.8 20,8 225 231
Uruguay-.._. 153- 152 153 d3'% 125 13.0 120 12,0
VYenezuelat ... 2L7 2079 19.9  14.5 23.4 233 2L 5. 206
Latin America (tstal 18 Republics)________ 133 19.7 183 17.8 187 178 181 18.4
Latin America (without Argentina and Brazil) 18 6 160 18,1 18,2 18,7 19 4 199 19.8

* Central Amersica (5 CAEC Republics)oaa.. .- 13,6 124 128 "~ 13, 146 156 15 5 15,

11867 data are eslimates based on available infarmaftion up to January 1968;
2 Gross fixed investment only; d2ta on changes m steck not avaiiablé,

3 Naot avadable,

$ Prelimenary.estimates.

Source; PPC/SRD.
‘GOVERNMESNT REVENTES

1. ANALYSIS OF REVENTE PERFORMANCE

The charter’s call for tax reform aimed at improvements in (i) the
countries’ ability to collect levels of revenue adequate to support the
various public development programs needed to reach other Alliance
goals; (1i) the equity of the tax systems in order to improve income
distribution; and (in) the effectiveness of the tax systems as instru-
ments to promote growth and development.

A major question is what to measure. Our standardized data are for
cenfral government tax and total revenues. However, many countries
have state and local government revennes and wlso substantial social
insurance collections. Tables B and C show, respectively, central gov-
ernment revenues and estimates of all levels of government plus social
insurance, each as a percent of GNP. A comparison of the two indicates
how the. countries vary in revenue structure between federalized and
centralized systems. Some countries (e.g., Chile).are highly centralized,
while in others (e.g., Brazil, Argentina, Mexico), the regional and loeal
governmenis have considerable taxing and revenue powers which are
not reflected in centra] government figuzes.

Probably ‘the best single yardstick that-allows for some quantifica-
tion of country performance in this field 1s the revenue or tax burden,
namely, that portion-of total income-collected by government, usnally
caleulated as-total revenue or taxes as a percent of GNP. This measure
gives some 1idea of the government’sswillingness to tap domestic sonrces
to finance public efforts in development. Another way of measuring
révenue effort or tax system effectiveness is to caleulate that portion
of additional, or incremental, income (GNP) that goes to the govern-
ment each year: Both measures are used lLere. '
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The numerical indicators by themselves, however, cannot provide
an evaluation of country self-help in this field. The adequacy of rev-
enues dependspartly on the needs for public funds to finance develop-
ment expenditure. Needed expenditure depends on the nature and
severity of the country’s problems, and the extent to which the country
must rely on government activity and financing.

2, EXPERTENCE TO DATE

Central government tames as a percent of GNP

Available data (see table A) shows that 13 of the 16 countries had
nereased their ratio of taxesto GNP (tax burden ratio of central gov-
ernment revenues) in 1967 compared with 1961 data. Chile, Colombia,
Ecuador, and Honduras increased their tax share of total inceme mnore
than 25 percent between these years. On the other hand, in 1967, Do-
minican Republic, E1 Salvador, Uruguay, and Venezuela all-collected
a lower portion of income in taxes than they did in 1961. In Argen-
tina, the ratio in 1967 had just recovered to 1961 levels, after declining
to a 1964 low.

By 1967, central governments were collecting 12.2 percent of total
income in taxes, a subshantial increase considering that the ratio had
fluctuated between 11,1 and 11.5 percent through 1965. Recent efforts
to improve tax administration and eollection and to reform tax struc-
ture have helped achieve this increase. Venezuela and Chile colleet the
largest percent of GNP in taxes, 21 and 20.5 percent, respectively.
Mexico has consistently collected the smallest percentage.

Total cendral government domestic revenues as g percent of GNP

Central governments have sources of revenues other than taxes, of
course. State-run enterprises are one example. Thus, total domestic
revenues, tax and nontax, provide a clearer picture of government in-
come than taxes alone, particularly because some Latin American
countries receive as much as 20 pexrcent of their revennes from nontax
sources. .

In Latin America, the central governmments collected 13.6 percent of
total income in 1967, 12.2 percent of it in taxes. Considering the ratio
of annual increases in revenues to annual increases in GNP, as another
means of evaluating the trends, we find that Chile far surpasses othex
governments in tapping new revenue sources—with an average revenue .
gain equal to 44 percent of the GNP increase. Ecnador’s ratio, 34 per-
cent, isalso high. The average of this “incremental™ ratio for the region
1s 14.5 percent. (Seetable E for complete details.)

Revenues of all levels of governmnent

"The measure of revenue that includes revenues of the central govern-
ment, extrabudgetary agencies, regional and local governments, and
social insnrance agencies gives the best picture of all public resources.
Axvailable data show that, in 1965, five countries had revenues from
all levels greater than 20 percent of GNP, (See table F.) Chile {26 per-
cent) and Venezuela (23 percent) were again in this high group, but
were topped by Brazil {(30.4 percent) with its more federalized.system
of government. Mexico and Guatemala show lowest percentages (total
revenues of 10.4 and 10.7 percent of GNP, respectively).
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: ‘ '3, CONCLUSIONS

3

It is apparent.that most countries have begun to make their revenue
systerns into effective and adequate tools for development and income
distribution,-and that most, of Latin America must yet continue to give
tax laws and other revenue-related issues specific attention, Further,
reform laws that 'are legisiated need to be effectively enforced. Almost
every government has received technical assistance in tax administra-
‘tion and collection, and improved: collections are beginning to .show.
But the most critical process—that of changing public attitudes to-
ward taxation—remains a slow one. Ultimately, these attitudes turn
upon both the fairness and thoroughness with which- the tax laws are
administered and upon public confidence in how well and wisely
the government will expend revenues it has collected. Public con-
fidence-in the probity and efficiency of-government is not high in most
of Latin A mericy. - o

In broader perspeotive, we conclude that considerable additional
tax modernization is required. Levels of revenues are adequate or be-
coming more adequate in many countries. The quality of the tax:sys-
tems, the efficiency of the taxes, and their suitability as instruments for
stimulating development require much additional reform, which in
turn needs much-study and experimentation, and considerable political
courage and.adroitness.

TABLE A.—LATIN AMERICA. TAX AS A PERGENT OF GNP -

1961 195277771963 1964 1965 1966 1967
Argenting. o veeciccameesesseesememmmmmmammmmeemae 101 10,0 86 1.6 86 8.8 e
Balwia e mmememm—— B4 &9 8.8 5.9 8.2 9.8 3
BraZileee e oo camssm wmErn T o — e 133 13.0 135 131 141 165 145
ChIle e iiiussmmesmmmees—————————— 16,4 i5. 8 13 9 15. 4 11,7 19.9 208
Colombia____ e 6,2 5.2 63 8.7 68 83 8.3
el ——— e 13 12z 109 19 7121 °i23 12 2
Damfnican Republic. .. — - - 4.5 1.8 147 151 l1L7 142 14.3
Ecuadar 13.7 134 142 155 145 11 15.8
El Salvador. 10.0 9,6 9.8 W7 .6 g9 8.4
Guatemala._ 1.6 .4 . 62 68 716 _ 7.3 i.3
Honduras_.. 1.5 a1 .3 &pD 23 9.4 96
Mexico - 59 &1 6.4 6.8 _T.1 6.5 io
MICAragUa. e eueeamm e mee . 8.5 8.3 86 9.2 _10.6 10.5 106
PaNAME e amnammmamemwrm—mermrr e e eeeeeee= L0 0.5 0.8 9.97 710,4 " 11.0 116
PALAZUAY e cee e e mmnmmemm oo —ucnnasmamunen e 8.6 7.8 7 9.6 9.5 9.9
PO e ee e e e emmmmmmme =130 "14.2  1E] 1574 143 144 14 4
U UEURY o e oo emecemccmemoon s mmeemmeeemme—eeee JE3 13,1 13,4 134 123 131 8.5
Venezuela . __.___ e eaim 228 21,8 221 29 20.0  20.4 20,8
Latin America (total 18 Repubtics). o o coeeomcme e 1.4 IL3 L3 1.1 1.5 120 121
Gentral America {5 CAEG Republics). o __.. 5.2 8.7 g2 g9 9.5 8.4 9,2

TABLE B-LATIN AMERICA: CENTRAL GOVERMMENT REVENUES AS A PERCENT OF GNP

1961 1962 1963 1954 1965 1966 1967

Argentima_ L eaan 14.4 1.8 10.8 97 186 110 12,5
BONYIE . n e camammmammm e m—————————— 6 . &2, 10l 11.1 1.6 11L& 1L.6
2T 4:1 1387 141 13,8 151 161 15.2
Chile. mmmwemeeemomr e m e mmmmmmmmm e mmmm e mm o 200 20,7 198 19,0 22.4 ?24.8 25,7
Colombia_____.__ R A S - 17 3.0 7.7 g1 9,
Costa Rica. e eme——————— 4.F 14,5 1217 3.4 17.5 17.4 1.6
Domtnican Republic. - - .- . 1?75 131 1.9 188 131 163 16.7
Ecnador. ..___ 185 181 195 20.4 19.8 1849 22.6
El Salvader. 12'9 118 126 125 11.9 11,2 109
Guatemala... 83 8.0 7.0 75 g4 82 B4
Honduras__ 108 1.5 W5 .7 1.6 1.4 112
MexXito. o« e ccaimesamvaanes RO 72 - T 7.7 83 80 7:6
NICAragla. cecmmumromnmensmmsnmcemnmmancemmennamne a9 9.2 87 108 .12 122 12.1
Panama... . 139 "+43F 131 1R 137 141 14.9
L4 - 91 .93 3.5 g6 - 1004 106 41,2
PeI o e 15 2 15,8 13 3 18,2 17:6 1.9 177
UMBUAY .. e ceeceicammmamsmmmacemsssmeera--eeanee 164 150 140 48 12,7 144 9.3
VENEZUEI B e e e cme sme mnecmmcnmnanemmemmnm e mnamaee 23 § 22,4 23.1 22,0 21,2 217 21
Latn Amerea (totat 18 Republies) . oo .. 13.4 127 129 125 131 137 13.6
Central America {5 CAEC Republics) 0.7 10,4 9,9 10,2 11,4 1L.2 11.2
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TABLE C—LATIN AMERICA: REVENUES OF ALL LEVELS OF GOVERNMENT (INCLUDING SOCIAL INSURANGE)
AS PERCENTAGE OF GRDOSS NATIONAL PRODUCT

1951 1962 1963 1964 1965 1966

1]
MM e e e e e e e e ——e 2,205 203 183 189 192
BOWVI e oo e e -i28 141 .155 187 147 150
(7| N - N - 267 29,8 2179 30.4 29.2
L] ] - 257 280 24.4 22.7 25.8 ,27.3
Colambla, oL 149 42 14 133 13.4 149
Costza Rrca__________ 17 2 17.5 158 185 16.9 17.6
Daminican Repoblic. 198 190 19.8 199 143 18.7
Ecuador.. . 21.4 21°0 22,5 23,7 229 22.6
Ei Salvador 14.2 129 138 13.6 . M43 14.3
Guatemala,. 10.2 9.9 9.1 94 10.7 10.7
Honduras_ _ N L6 1.6 1.7 125 14,3 13.9
Mexieo. .o oo ene e emmm e . e—— A 9.7 10.1 1o *.10.4 10. 4
MNicaragua. e —mammmm———n 11 7 12.0 13.0 13.6 143 14,5
T 1 - D U I SR I A 17.5 17.7 18:6 19.1
Paraguay____ o emamme 1.4 110 -1L1 1,2 130 12.6
o (N o 0] -y ! ) 1y 1
UIUBURY e tmmmmmmmemmn——ea W23 295 288 W7 225 18,2
VeneZUBlA, . oo e emeeccseemnm s R A 250 2x4" 25;2 23,00 23.0 235

Latin America {average, 18 Republeesy oo oococcceem-. 215 205 2008 197 204 20,5

Central America (average, 5 CAEC Republicsy——eenomceeeen. 12,5 123 120 12,4 1314 13.3

1 Not avaidable.
TABLE D.—TAX'AS A PERCENT OF GNP 1967

Venezuela. - e 21 O] PaI2BU8Y e e e e mmmm e mm oo oo e e e mm———— 10.0
1 Y ] = R — emm—m 9.6
Ecuador oo e e 16,8 | HOROUT2S e e e e a
{41 P, 4.5 | El Salvador. oo : 9.4
PErY e e I _ 14.4 | Cofombea__________ 8.6
Dominican Republie oo _ e 14.3 | Bruguay._ . cceana- 8.3
Costa Rica e reermemeaeee 12 0| Guatemala_.__________________________ 7.7
PANAMA . oo e m it m 118 | MeXK0mccemaaan e FAL
Argentingeemeaccmeen-r— w1l —_—
Micaragua, ... i ¢ Regional average. . mmmm e emamnmmac e 12.2

TABLE £ —INCREASE IN CEMTRAL GOVERNMENT REVEMUE AS PERCENT OF INCREASE IN GNP, 1967 OVER 1961

Chile e 44,1 | Colombia________ A Ammmmsmam—=—— 15 2
Eetador e ——— e 34.1 { Honduras______________ 13,3
C05ta RICAn m e mc e e cmemm e e e e —— 26.0 | Dominican Republic.._._ 13 7
PRIl - e imim e mm————————— 23 8 Mexico_ _______ 38
Paraguay.... —— 20 3 | Guatemala.. o 8.4
razl .- —e 19 2 | H Salvador. G 3
5 15] L - 19, 0 | Argentina. =13
Venezuela 7.6 | Uruguay.. . oe.- - —154;3
Nicaragea.. 169
Panama. . - oo e 66 Average. . —— 14 5

TABLE F.—LATIN AMERICA: REVENUES OF ALL LEVELS OF GOVERNMENT PLUS SOCIAL INSURANCE AS A
PERCENT OF GNP, 1955

Bolwia
Nicarzgua....
El Salvador_

ColombiAe e oo ee e aaaas 13,
P ABNAY o e e e e m e 13
[T TER 1 1 - RSN 10
MEXICD - e e ———— 10.

CeNTRAL (FOVERNMENT KXPENDITURES
1. ANALYSIS OF EXPENDITURE PATTERNS

The other side of the inecreasing revenues story is the change'in the
expenditures of central governments, and more significantly, the
changes in the way they allocate their budgetary resources. The
Charter of Punta-del Iste points out that country development pro-
grams should include the adaptation of budget-expenditures to meet
development needs. For a measure of how successfully Latin. American
governments.have executed this.suggestion, we ean compare changes
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in public:capitalioutlay and.in expendituies.on:agpriculture and educa-.
tion to:changes‘insuch less development-oriented-sectors as defense. .

These indicators are highly imperfect measures because: they Tep-
resent only-direct expenditures of central government, possibly omit-
ting anivestments; made by public corporations and by State and local -
governments: with funds.obtained from sources-other than the eentral
covernment budget; agriculture programs operated by agricultural
banls and development corporations; and education outlays of State
and local governments. They give no indication of the quality of the
expenditure, nor of the wisdom of the allocations in individual cases,
e.g., whether capital outlay for roads should have been smaller, and
operating expenditures for education higher. Nevertheless, the general
trends can serve to snggest what kind of attention these Alliance pri-
orities are getting in the ¥arious countries.

2, EXPERIENCE TO DATE

To give some idea of allocation changes within budgets, statistics
show that, regionally, capital outlay averaged 26.4 percent -of total
budgets in 1961, but had risen to 80.9 percent by 1987, Central gov-
ernment expenditures on education amounted to 9.3 percent of all ex-
penditures af the beginning 6f the period, increasing to 18.8 percent by
1967, These figures, however, do not reflect the full size or increase in.
public efforts to improve education, since regional and local govern-
ments (for which comprehensive data are not available) contribute
substantial amounts to this sector, particularly in countries with de-
centralized .government structures, such as Argentina, Brazil, Colom-
bia, and Mexico, Similar data on-ceniral government, agricultiral ex-
penditures are unavailable for many countries before 1963, but for
that year Latin American budgets show an average-of 4.6 percent of
total expenditures going to agriculture. This figure had increased to
5.8 percent by 1967. In comparison, the region’s defense expenditures
were 11.5 percent of total central government budgets in 1961, increas-
ing-to 12.9 percent in- 1964 -but declining to 12.4 percent by 1967. Since
defense is an exclusively central government responsibility, there do
not exist’ unaceounted-for local 'inputs, as exist for agriculture and
education." : - - -

Although the expenditure pattern varies from country to country,
the increases in total.expenditures during the period are lower than
total domestic révenue increases for the region, reflecting & reduction
m the large budget deficits in some countries at the beginning of the
period. Considering the actual amount of the increases, total central
government expendifures in Latin America rose 13 percent from 1961
to 1967 in real terms. However, this figure is heavily influenced by
major ¢ountries, especially Argentina, with a .10 percent drop, and
Brazil, with large austerity cutback since 1985 to help reduce-inflation.
Excluding these two countries, total expenditures in the regicn have
risen 44 percent. Within this total increase of 13 percent, capital out-
lay, which goes, for example, fo such public investment projects ias
roads- and: water -systems, has-risen 32 percent (35 percent excluding
Argentina). Central government expenditures on education rosemnearly
62 percent in real.terms between 1961 and 1967, and for agrienlture,
since 1968, (data is insufficient before then). Latin American country
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budgets show an overall 38.5 percent increase. Eight countries more
than doubled budgets for this later-sector during the Alliance period.
Defense expenditures on the other hand have essentially stabilized—
1967 expenditures being less than 1 percentage point higher than those
- in 1964 as a percent of total outlays. The overall increase in defense
spending in real terms for the period 196167 was 22 percent.

3. CONCLOSIONS

For the region, increases in amounts and in proportion of fotal
budgets for three measures of public development efforts—capital out-
lay, agriculture expenditures, and education expendifures are a clear
indication that the AHiance countries have taken seriously their com-
mitment to development and to the priority areas within that general
focus. This response shows through all the obstacles of political resist-
ance and competing claims on scarce resources.

TABLE A —LATIN AMERICA: CAPITAL OUTLAY AS A PERCENTAGE OF TOTAL GENTRALGOVERNMENT EXPENDITURES

191 1962 1963 1964 1963 1966 1967

-

L L1 M - . 155 18.8 17.2 155 161 16 0
B YT e o e aemeammemmmammmr———nmimam— e 285 27.0 18.5 17.8 28,2 31 31.1
BHBZ e meere e e e e e mmr e —iimammmm—m————— 799 332 283 321 6.8 36.0 40,1
ORI e o e e e e e e = A 27.2 30,9 33,5 353 32.3 3.8 3.2
Colombia. o e rm———— 38 3 3.4 3.1 38,9 36 8 37.2 44 4
Costa RICa. oo e e e 17.5 22,3 192 281 205 2L.5 22.1
Domintcan Republic_ 2.0 1.5 10.5 137 38 15 25.6
Ecuadoroeee - 235 200 19.2 184 17,3 17.3 14.1
El Salvador. 189 15 252 289 343 340 N
GUAtEMAlA . o e merracmcemem e c e smmmm e ——————— 27.1 361 2.5 165 271 19.0 20.8
HONUIES e o me e ce o e o s mm o oo = e e 19.4 224 240 21,0 M6 21 253
MBI e e o—aoimmmemmmmesmse—--—mam— 5.4 23,8 250 259 249 242 24.5
ICAMEEUB —smmmm mmmmm e o= s mm i m e mmm mmmm 0.2 35.5 356 388 336 3.1 32.6
PARAMA. - o mismer———e——em=s=m-assa=r—r-——-——= 20.1 2.6 27.6 19.4 126 103 14.8
PArAEUAY - e wmmar v e mme o mmmmmramo-tas s m——— 04 299 204 258 283 29.0 £3.5
O P /- 22.3 22,0 21 21.6 213 20.2
UrOgUaY e e e cmeeee - 3.8 53 3.8 3.3 7.2 107 7.6
VeneZUela. iaeememmeememare—ammasmm—mm—mmmemm o 41.6 37.3 36 2 41.7 39.4 3.4 39.6
Latin Amenca (tolal 18 Republes) ______ccaeeaee 26 4 28,2 267 89 28 2 25,0 309
Centrzl America ¢5 CAEC Republics)oenn————n---- 222 267 240 261 2.9 262 26,6

TABLE B —LATIN AMERICA: AGRICULTURE AS A PERCENT OF TOTAL CENTRAL GOVERNMENT EXPENDITURES

1961 1962 1963 1964 1565 196 1987

Argenting_ e mmmrme————————————— 23 2.4 24 1.6 1.5 1.5 1.5
[<14] (1] — - 58 4.9 4.9 a7 4.2 25 4.9
Brazl.... - (l} 1.1 15 2.1 22 2.4 2.3
Chile. ... - (? 34 59 5.5 4.8 5.8
O OMbBIA e e e e mmmmammee—— e mmr——————————— Q] 12.4 g4 121 1.8 1.7 12.8
e TP T L LR 290 21 2.1 3.4 LB 3.8 3.3
gum:jmcan Rep bl oo m e o mmm e 05) 8 g ; gg g% g é ‘gg 1';'_'%
CUABNT: ve e v o mmmm o —AEEsmEm-———————— 3 3 X 3

e R 22 - 2.6 5.2 7.0 9.4 8.9 8.9
GUAEMAY . o oo o eimwrn——ssameea—aan e 8 7.9 5.0 47 56 41 42
HOMOUTAS c e e e c e e e m = m o e mm e m e mmAm———— 1 {1} 16 5 16.5 12.0 88 6.9
MeXie0 o e aammm—msme——————— 99 137 13.7 140 8.5 9.2 12 5
[LE LTI T — { 57 6.3 56 g0 8.9 99
zhama..... 0 2,5 2.6 3.1 5.4 7.1 7.1
Paraguay. 3] 82 9.3 3.9 1Ll 14.0 8.1
Pery_.... 4.2 43 50 5.4 59 81 3.1
Uruguay, 2.1 2.4 2.4 2.4 1.7 1.3 1.6
VROBZUEIA. v oo e e mmm o ———mmmrm—m e m e — e = - 10.8 998 9.5 101 102 9.4 3.4
Latin Amenca (lotal, 13 republes) . crameeccuaas 8 (1) 46 51 51 52 5.8
Central Amerca (5 CAEC Republies)ce - v cecaca L ) 6.2 6.6 8.1 6.5 6.5

1 Not evaslabie.
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TABLE C~LATIN AMERICA: INDICES OF CENTRAL-GOVERNMENT EXPENDITURES ON AGRICULTURE
(CONSTANT- 1966 PRICES) :

1961 1962 1963 1964 1965 1966 1567
Argemina__ 100 90.9 818& 585 546 59.4 58.9
100 109.3 127.9 1418 1837 67.4 118.6
O] 000 139-1 1850 -1613 1831 1714
Q] (t 100.0 1735 195.7 1831 222.3
(? g, o 68,1 94.7 89,1 H12.0 1357
Costa RIcA e ——— .- ap 1125 1188 2125 5688 283.8  325.0
Dominican’ Republic. 100 1083 1260 1208 25 1437 3583
Eeuador e eeeea e e m——— (li‘l 100, 0 96,4 1000 107.0 106.3 130 5
Ei Salvad0r e e e e e —————— 0i 285 1923 2692 4385 4IL% 426 9
Guatemala_ . e m oo 570 53 8.0 651 70.9
HONdUIaS e e v e ————————— (1 0] 100.0 989 768 621 5.7
IO ke e e e e e e 00 1489 163.8 167.4 130.6 1482 208.8
5 61 b I | | 100.0 1167 1233 190.0 2567 323.2
PANEAMA cm e e e 00 12584 150.0 1813 3125 4750 5433
PArAgUAY e e e e 0 oo 1088 H0g8 1765 232,4- 1941
Y £ S 100 1222 1678 2133 2400 3550 3472
Uregoay _ e ———— 100 1263 1226 122.6 7L 7 58 5 6.6
Venczyela. . e 100 8.9 8.2 1006 11L9 107.2 1018
Latin Asnetica (fotal 18 Repoblcs). .. —— (1; 0] 100.0 1156 127 121.2 138.5
Central America (9 CAEC Republtcs)o e cceeeee (L o) 1060 1153 1649 1395 150,4

1 Nof available,

TABLE D—LATiN AMERICA, EDUCATION AS A PERCENTAGE OF TOTAL CENTRAL GOVERNMENT EXPENDITURES

1961 1962 1963 1964 1965 1966 1967
Argenbinge e iciiccdciiicicaeeeeeeee L0 1R 13,2 154 141 140 16,3
VI8 o e e e 164 140 102 1L7 221 211 13.8
. | 3.1 36 20 6.1 6.7 2.7 g2
1] 6§ 139 13.0 138 137 146 159
Colombiz. __ ——- 2 1.8 166 19.5 16.6 14,5 13.5
Costa R ______ 1250 246 4.0 199 23.% 22.0
Demimcan Republic_ § 1.7 9, 11.8 55 13.4 15.9
Ecvador oo 2 12,4 13.3 12,9 129 12.9 12.4
Ef Salvador_ 20,0 189 13,8 190 171 17.1
Guatemala________________ . 16.8 20.0 187 17.6 1.6 17.3
Honduras.aae oaee 16,7 18.0 180 231 23.9 22.3
M0 e e e e rme e e e e mmmm e — e . 17,9 179 19.8 184 19.5 17.5
MCaragUA . e rcvw o memempmmemeeeeeeeeme- 13,4 134 160 144 161 16.5 18,4
Panama. e e e 21.6 22.8 217 22.9 27.8 25.0 23 8
PAFBEUAY . cmeeecm e mwmmmcnanccmenamamcasmememenneme  Lea2 12,8 159 164 131 13,9 105
] 5 cmmseesmmmmmssmsssmsmsem————— 240 2% 221 203 213 223 22.3
UrUgUaY - e oo e e e e 137 132 129 258 185 21.7
Venezuela. . e 0.2 11.4 1.4 11.6 12,0 1.9 12.9
Latin America (total, 18 Republies)._____________ 9.3 10.0 100 1.3 13,0 12.7 13.3
Central Ametica (5 CAEC Republics), o coaeonaa.s 19,4 188 19.8 19.4 18.9 19.5 18.2

TABLE E—INDEXES OF CENTRAL GOVERMMENT EXPENDITURES ON EDUCATION

[Constant 1966 prices]

1961 1952 1983 1964 1965 1956 1957
LY T U 100 1026 103 1293 11,9 1211 147.1
BV e e e o 100 1107 1148 1246 3410 2025 1951
2] () IO, S —— 100 129.5 1051 2136 190.9 1660 178.9
Chile. e e e 100 1158 1068 117.0 1358 1555 17.%
Colombia e e 100 1326 1242 1410 1285 1285 1325
o5t RICA e memesmeeememeemcacceir e caeaiaeaneaee MO 1099 1147 3241 1241 183.4  156.5
Daminican Republie oo e 100 1il.1 1345 189.7 1452 209.5 2540
BV 0T e e e e e mee ;e mmm e ———— 190 113.0 1251 1345 141,3 140.4 168 6
ElSalvator o e 100 140,1 1083 117.2 1361 121.3 125 2
Guatemala 100 884 9457 931 113.0 1159 120 8
Homduras . e et e e maa s 100 1033 1156 1133 157.8 1789 1856
lexte_ . 100 110.8 12L.8 1347 160. 17867 166 4
[CT=TE: T R 100 1203 140.7 1627 1949 240.7 306.8
Panama 100 1029 118.9 1260 151 5 1892 173.4
Paraguay.. 100 106.0 124.0 1360 1420 1580 170,0
Peru_____. 100 113.6 129.4 140.3 15L.5 171.0 167.1
Uruguay.. 100 106.1 97.3 943 155& 117.9 143 6
Venezuela oo aaam 100 100.4 106.3 120.1 1368 140.9 157.4
Latin Amenca (lofal, 18 Republigs)..____._._ ... 100 1114 111,89 1391 147.4 1522 16l.8
Gentral Ameriea (5 CAEC Republies)__ ... 100 102.4 1096 1168 1338 1454 1549
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TABLE F~-LATIN. AMERTCA: CENTRAL GOVERNMENT DEFENSE EXPENDETURES AS A PERCENTAGE OF
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Central America (average, & CAEC Republies)_____
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