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Thinking it would ke interesting to see if eny regular pattern is to be
detected in the movements of grosenationzl product, exports, end imports of
countiries that engage in import substitution, ¥ have pathered datz on these
entities for sevea Latin American and six Asisn nations. It 18 not my purpose
to underiske o foraal test of apv of the models wmentioned above, but only to
m2ke use, in the faterpretatica of wy findings, of aﬁy ideas they contain that
may prov: uaseful. The gonersl conceptual frame.ork from which the data agre

agpredehad 18 foumulated in thenvxt scction.

In both the Lacin Anerican countries to be surveyed as well as in the
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universally behisd high aziff wilis supplemenied for some tine by various

types of quantiuatice rastricticas, much of their growth--especially in

'

Lrgentina, Brasl?, Cuils Colowbia, ond Hexlco~-has bheen bagsed on import

&

R

“ats substitution of manufactures was haphazard,

7

ubgtituzion. 7hough ai first

hecarse e cariffs and quantilaiive vesirictions were introduced to protect
the Lalaace o payieeats, as tive uweni na it becann more deliberate, notably

in Brazii and Hexlce, where the lndusteies favored cowe to include increasingly
sophisticated capivol-goode i duatries and those producing intermediates, in
addicion ©o the mon-cesz.ntial ond mostiy light consumer geods Industries

that waers flszsi procected.

Haere dso@ Tiade, thonph it may be empirically undefinable, to the range
of dmpors gubntiiuies thub can bha produced economically in any country. Those
industyics mhod ave frely i the fofont industry caltogory may, avan on the
basis of & va’atively canldi manional worlkat

coon beeoma comnovatively efficient.
2 -
Beyond this “iafant" croecooy chewe arve cther industries thar range f£oom

thuse that are saly siighely lesa effleizpt than their counterparts abroad.
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wlim
to those whose costs are geveral times gs high. The fasthar aleag this range

of industry a country corries the policy of impovt aubstitniion, tha nure

’)

use oi resourcen. An stant dralicekion is thet

uneconomical bocomes fio
&n appareat rise of GNP by a ceriain pevceatage, caleuinted as it in in
national values, may be to a coasiderable extent spusioue.  Had the value
of producticn in protected industiies becn crpresged gt worid prices, a

1

. & .
considersble downword adjustmen: would resulf. Such a dewavari ad justment

ft is tzue, of courve, thal a concorted policy of cconomic developmeat
can steadily widen the range of Industrias that arc cotertially 2covomical for
2 country to undericke. This {3 the vosili of ha prowih of Crvaasport, peunr,
and other forms of socinl overhoad capital, of the stoady incweaie in the

skills of labor and manageronit, wnd of the grevieh uF entratrencusial abilicy,
emong other thinpgs. Theugh the ronge 0f industcind vianility iuyressce, the
basic point wmede in the ter: is nili valid: thore cre limiis, chough ewpauding

ones, o the ccouomical sproad of jucusirios to sridree Hubsn ‘a8 Low faports,

would seem to be neceded where ifmport substitution hae gone far and tasi,
Moreover, if ihe rate of increase of a country’s CGiP shows a dec  ded tendency
to slow down, may this not be attributed, in pert ot least, Lo the dirveectinn
of resources inio ineificient chonnels?

Heavy reliance on impert substitutican as 2 techaique of development hag
another dwportant consequence: diversion of recoureos igie the nefficient
production of substitutes fov Leporits deneives more oificioat dwhst-ion of
needed resoucces. This is the cquivelent of g t2xn oe export inlustrias. it
could well help to explaoin o tondency of orports Lo increasa at & Gl Lohing
rate or to siagnate, though therve is of conrse alire rhe pogtibility that
export warvkels themselves ove stougnoai.

Finally, unless imgoet subgiitutlon resulis in ohe preduckic: of a wide
range of fnterwediates and capina? geods, the farthar it ‘o carried, the move

are the imports that ccontinue to entor o countTy compressed into an irreducible
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a (:
turned in & falrly creditable performance, with rates of grew:h raoglug

& maxlmum of .5 nerceont Jos Vewezuola to o miaimsm ofF 4.6 znl for

Colombia. Cafle had only o wes;

in her €DP, whilo Argentins’s waz less thaa 2 vercenc.

o~ [ 5 3o = PO TR i PIPEN - RS s My - 1 ~en N r N . g 1. ' e
was Lairly vaspld for only £ the cowninides,  I» Chis weagpooi, Foxu
outaianding, with a i0.5 peccent awuncl ireraaesce.  Voueroeln and Mesico
Lied fou thiwd with 5.0 pavoent. frpenting cans e2ecome, wish ¥oporvecnd

rom

though thils figare wes lappely due Co fhe oxcedtionsi’, biol level of s

atbnined e the lapi Dwo vomws L9620 1903) . TF wheso vense 2o oniaton, fho
roete of Pioa s owgporty vas oaly & poveenn.  Chide gxunrls
CO82 Gt gn avnual wnte jusihoandes 2 Drazil Tatlad to coaoch

On iwporis, stable puice datad are ovuilioble Yoy suly Eour comntvies

Of thesce, Chile le ouitstending vith on anuwal avoraca fncvcase of fwpon

10 percent. This was larvgely dus, hguavar, o the vz cizcable

oo Cslombis, with a

both private and publiic canizal in the

» * el )

percant rdte of Incvedse, and aHrgentina and VYenesuels, wlith I perescc elch,

wee worTe typleal.

Yanle I

Average Putes of Change of €

nestic Frodact,
Evoorus, and Imoovis of Seven Latin Ameri

can Count:l"s
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Yeru 5, 10,
Fenezunia 6. . 3.9

Note: ALl figuxes ave in consten: puwicer, with eyxporis and lmporis usiag 1953
2 .

1958 or 1560, arceps

Fates of chauage ar:

aa frthe

Araci,

bace yeo:, and groes
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The periocd covered for gross domestic product s i951
cept for Chile (1950-62} aud Colombia F1252-63). duporis
xeept for Peru {1850-65) and Vencxzueic (1949-64), wilie im
for Chile and Colombia, 1451-62 for Lvpentina, and 1947-54
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Move important Chan avervages for ion o flftoee

various summary indicators move duriug these perio

)

best shown hw echaris, which are precided on the pagos thod
will be served Hy faking up cne country ab o a Cime.
Acpeniiing 0T Y veeora Lo coaflmmed Lnoho
increasing CDY shoued =2luost oo ner iocroase  affer 2995,
period frow 1948 vo %G1 owpeovis cad faroris behaved eveat
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The charts thothe

begin vilh

have to be itaken ou faiilhi, or

noted, cxporis showed almnst wo nev wover2al

cent to refle

sharp increase in 1962 aud 1903 would

devaulation cf saune 40 porcent in 1967,
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cts of o

ek inecrease until

Brazmil: “he country’s vapid growin slewed doun appreclodly {1 19062 and
1983, when the growth raives foy G w2 5.4 vercont urd 1.6 oereceit woepoe-
tively. Huports glumped Zoom 1948 Co 954, hea recoverad ouly Lo the inféial
level by 1963,  Brazil's imporis in corvvent prlees siww a glishe dowssand
trend from 1Y51-52.

Incowe growth, though siow, was fodrly

irowth rate {2.9 percent) wonld Lo only 1.5 nercent
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Some Bata Relating to Impor:t Subsvitviion in Scuthcass Azisn Couutlyies

Import Subatitution import Content of Subpiitvtion of Materials Substleuric
of Consumer Goods Gross Domestic Impexts for Tmporte of fmports of
Fixed Capital Finished Mzanufactured Coods for Impor
tmports of Formation Congumey
Finisghed Imports of Mzterials
Sonsumer Goceds Imporis of Capi- as & % of Imports of Fmports 2f Caplta
as a 7% of tal Goods as a % Finished Consumer Goods as # § of
?rivate Consump— of GDFCF Geads appovis ol

Consumer Cands

1953-5& 1960-561 1853-54 196C-61 1853-54 16480-61 1953=54  104G-00

LA

Burma 16 11 30 32 43 a0 3 3%
Ceyion 28 23 47 L0 41 55 70 103
Taiwan 4.3 4.5 28 38 374 656 22% 5G7
Fhilippines 6.0 3.2 38 52 6 253 7% 49
Thailand 10.3 9.8 43 36 25 43 83 125
Malays-Singapore 64 oA 45 53]
Pakistan 1li¢ 150 2i2 505

dverage Annusl Growth Percent Monufactures

¢f Income, 15583-54% ¢o wene of

125C-61, in the: Tezel Yiseorts ias
Primary Sector industrial Sccior 1955 ‘9

Burma 3.2 5.4 z.¢ 2.2
Ceylon 1.7 5.6 c.¢ 2.8
Taivan 5.0 7.z 7.8 35.4
Philippines 1.0 "8 2.2 G.3
Thailand ) 6.7 1.5 i.a
Malaya-Singapore 2.9 5.6 ~i.8 2.3
Pakistzn 1.2 5.0 6.3 27.1
(Source of data: United Nations, Economic Conmission far fai.- and the Far East, Econcmic Survey of Assiz and
the Far East, 1963, Tables 1I-3, &, 5, 6, &, and 20.j




-
by 1960-61 they weve five times as important. In the some interval they rone
from 71 percent to 446 parcent iw e Philippines. Yo the other councries
the rise was less dramatic but still impressive.

The growth of indusiry 2s cempared with agriculivre cad exérsciive occu-
paticns is alson indicated. The average smmnal growih fecwpured in stable
price of 19€0; of the industrial sector nowhore Ffoll balow § percent, and
was well in excoss of this figure ewcept in Zevlon. {lhese Ligures ave

scmevnat misleading, Rapid grouth in 2 swell sector con be small lu absolite

-

terms. It ahould be reecnslied that nenpiaetucing aceotinted oy o more chan

ten percent of GNP iu all scven of the covntries in iho tabla.}
Lt should be intereating, &ftor this avideccs of the presence of vigovous

import substitution activiey in the Asien counbnics, £o connore tueln
? 3

perfomance in tevms of SN2, toizl expuvis, and Gonol Imucrts, wlin tha

Latin Awerican countyies. Sumzary Figuwen from the cvelilable dats are siven

in Table IV. Out of the six rcountrics, Four had o respeciibie mats of lacreacsc
Teble IV

Average Rates of Chauge of Gross Natiounal Produci,
Exports, and Imports cf Six Asian Countries

Grogs
Natcional Exports Tmports

Pyoduct
Burnma 5.25 4.34
Ceylon 3.01 3.62 2.7Z
Pakigtan 3.52 .19
Philippines 5.42 11.70 §.60
Telwan 7.8 24.8 20.8C
Thailand 6.8 6.4 8.1

Note: GL? figures are for the poried 3550-05, excopi for Cevion {1960-65 only)

and Thailand £1257-65). and ure expresaed

USAID, Crogg datiocnal Produci.) Piguses

from deta in the Unfied Woiions Yeiacho

expressed in teras cf 1953 prices.
ain

0f 1962 prices obtafned From USAL,

s

temns of 1362 prices.  (Source:
lmgeres ove computed

ey 3
2Yney

te IT“S

Dot Duwmed.  Ceylon

of GNP, rangirvg frem 7.8 parcent for Taluen o 5.2

and Pakisten showed up wornt, with growth wnces of 3.01 and 2.52 percent:
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So far as conceras the movement of GNF, 2il our rendining countizes
either show & creditable average grosth rate o, ac in che case of Pakis SEA0R,
theze is considerable iwmprovenent in the later yeoars of oux perioed.  Thus
Palkistan’s GNP increased atf aw cunual sare of only 2.L scrcoeni uneil 19583

during the reomaining vears & averared $.1 perceat.
oo <o <

Inflation was vevy modoerate in fakistcan, coprnmigaiolv 2 soent pey
Y Gily Y 3y £

aonu.  Thewe scems litile doubt, however, that the vuple was considexrably
ovorvalued, £or es we have seen, 2unovEs have beon siugoish, and this in the

face of vigorous afforts to promotu them thrcuch & 5inus scheue.
& [&]

thie price level shioved wo ine upwand movement untll
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after 195%; fiom then o 1283 i sdvancod at an covual rate of abovt & pDap
cent. 4 0U percent devaluation in 1982 gceme o bave been cifective in

overconing dany currency overvialuation thai may hnve neraisted from Woxld .Jaxr
cy !

I1, for expcrte responded vigovously in the foll oulay vosy

Thailand®s inflation vabe was approxiwntely 5 peceont pey antumg since
exports iuneveascd at .4 porceont a vear {at abouvt the scme wveie as GHPY fhoro

te belleve the baki was overvalued, evern

{J
s
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would appeav o be little =
with a virtually stable cxchange rate.

Finally, we come te favain, where inflation wus subscantial ard faivly
continucus, at an average rate of some 9 perveeht & yoan.  Dipouts, however,
werc buoyant, partly beeause any touadency £or overvaluainion to apuear was
quickly ofiset by recurrent add substanvial devaluetiosn 1953, 1933, 1954,
1957, 19583, ond partly beeause inpow L osubstituticon, o indns Lriaiination,

rd

gucceeded it oponing up lices of daded Dyom jwpownt sube

stitutior inte expors mavkets. (A shows, winufaciures vere only

~

.8 pevcent of inial expovis iun 1253, as against 3604 poreeut in F961,)

Considering the Asian countries as a groun, the evidence indicates that

lmport substitutlon, though very actively pursued fu nosi of them, had
3 [ o >
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