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INTRODUCTION
 

The documents making up the text of this report--the third of the series-
analyize the advances made and the problems encountered in the process of the
 
economic and social development of the Latin American countries during 1963
1964, as well as the outlook for the near future. 
 This study has been the
 
fundamental task assigned to the annual meetings of the Inte:-American
 
Economic and Social Council (IA-ECOSOC) since it started its rnew work system

in 1961 (Article 18 of its Statutes) and has been reflected in the content
 
of the reporbs published in 1962 and 1963, which like this one, were entitled
 
"The Alliance for Progress...".
 

Up until last year, the judgment of the IA-ECOSOC was principally based
 
on the results of the work of its seven special committees, which, following
 
their annual meetings, presented to the IA--ECOSOC a sectoral analysis of the
 
economic and social situation of the Latin American countries, which enabled
 
it to gain an objective appreciation of the intensity of the efforts made in the
 
various countries of the area to carry out the stipulations of the Charter of
 
Punta del Este and to make recommendations for hastening their development process.
 

After the Inter-American Committee on the AlPiance for Progress (CIAP)
 
was established in February 1964, it was concluded that, unless exceptional
 
circusstances arose, it would be unnecessary for the aforementioned special
 
committees to meet regularly in the future, since to 
a great extent the work
 
that they had done up to then would be performed by some of the operating
 
mechanisms of the CIAP, such as the subcommittees making the country studies.
 

These subcommittees are composed of representatives of the government of
 
the country being studied; members of the CIAP, the Panel of Experts, and the
 
Secretariat; and representatives of international credit institutions and the
 
US AID. These groups, which met during August, September, and October, 1964,
 
were established basically for the purpose of enabling the CIAP to carry out
 
one of its chief purposed, that is, to estimate internal and external resources
 
available for financing in each country and in the area in general, and to make
 
recommendations on the allocation of external resources for the year 1965-1966.
 
This is why great importance has been attributed to the document prepar'ed by
 
the CIAP at the end of its Second Meeting (October 1964), entitled "CIAP Policy
 
Statement regarding the State of the Alliance for Progress and Prospects for
 
1965." This document, which makes up the fi±'st part of this report, contains
 
the conclusions reached by the CIAP as a result of the considerations brought
 
up by the studies made by its 19 subcommittees and also on the basis of the
 
studies presented by the Panel of Experts and the Secretariat. Experience
 
showed that the meetings held by these subcommittees provided an opportunity

for making a systematic study of aspects of the economic and social development
 
of the country under study during a given year, thereby achieving to a consider
able extent the objective assigned to the various special committees.
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The judgment and recommendations made by the IA-ECOSOC at its Third Annual
 
Meetings (Lima, November-December 1964) regarding the process of economic and
 
social development of the Latin American countries during the previous period,
 
which is 'che principal aim of this document to disseminate, are this year,
 
fundamentally based, therefore, upon the aforementioned "CIAP Policy Statement
 
regarding the State of the Alliance for Progress and Prospects for 1965,"
 
upon other information gained from statements of the members of the delegations
 
of countries at these Third Meetings, and upon additional facts furnished by
 
the Secretariat. These opinions and recommendations appear in the document
 
entitled "The Alliance for Progress to Date and its Prospects for the Future;"
 
which constirates the second part of this report.
 

Included as Appendix A is the study entitled "Domestic Effort and the
 
Requirements for External Financing of Latin America," which is a summary of
 
the country studies made by the aforementioned 19 subcommittees of the CIAP.
 
This document'was prepared by the Secretariat and by the staff of the Panel
 
of Experts, and, consequently, is strictly of a technical nature.
 

Finally, the substantive parts of the Final Report of the First Meeting
 
of the CAP0, held in Mexico City in July 1964, have been incorporated into
 
this document as Appendix B.
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Part I 

ClAP POLICY STATEMENT
 

THE STA.TE OF THE ALLIANCE FOR PROGRESS AND PROSPECTS FOR 1965
 

I. 1964 -- A HOPEFUL YEAR 

1. The Alliance for Progress has now completed its third year. Given
 
its essential character, it was inevitable that progress be relatively slow
 
in the initial stage. Past patterns of economic end social policy can not
 
be suddenly halted and sharply reversed. It takes time to develop national
 
plans and programs which are not merely statements of aspiration and priority

but which are effectively linked, in both concept and execution, to specific

projects and tasks in the sectors of the economy. It takes time to formulate,
 
legislate, and execute programs of fiscal and agrarian reform, and to gather

the fruits of expanded educational, health, housing, and community development 
programs. It takes time to prepare projects and negotiate loans for their 
financing; but it takes even more time to execute projects and thus to put to
 
effective use the requisite funds. It takes time to assemble the men and to
 
build the ins+,itutions necessary to implement the economic and social objec
tives of the Punta del Este Charter. It takes time to convince men and women
 
throughout the Hemisphere that the Alliance for Progress is a serious,
 
sustained venture worth the commitment of their minds and hearts, and worthy
 
of their confidence.
 

2. Moreover, the years 1961-1962 were marked by a continuing deteriora
tion in the terms of trade for Latin America which reduced import capacity
 
and dampen the rate of growth in Latin America as a whole.
 

3. For all these reasons the over-all figtues for Latin American growth
did not achieve in 1962-1963 the target set at Punta del Este; although they
approximated the Punta del Este targets, if abstracted from the specific
 
situation in two major countries.
 

4. 1964 has been a more hopeful year in three respects: 

First, the economic indices for Latin American production and trade, as
 
well as the terms of trade, have improved. It is too soon to cast up an
 
over-all balance sheet for Latin America in 1964; but there is little doubt
 
that it will show a marked improvement over 1963.
 

Second, and of even greater importance, the governments and peoples in
 
certain of the Latin American countries, whose structural and financial prob
lems have shadowed the over-all performance of Latin America, appear committed
 
to deal with basic economic and social problems with a new vigor.
 

Third, the machinery of the Alliance for Progress itself, in the wake of 
the resolutions passed at Sao Paulo Ministerial in 1963, has assumed a coherent
 
form and moved forward with energy and teamwork which promise much for the future.
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II. THE CIAP COUNTRY REVIEWS
 

5. In its first phase, the work of CIAP has centered about the country
 
review procedure: an exercise which illustrates and dramatizes its multi
lateral character. At the meeting in Mexico in July !964., CIAP decided to
 
review the plans and programs of every Latin American country in the three 
subsequent months. This task was accomplished. The Chairman, or a member
 
of CIAP designated by him, presided over each session. Other CIAP members
 
participated as well as members of the Panel of Nine and the Secretariat.
 
An evaluation of the country's program was made by the Panel of Nine, the
 
Secretariat, or by both gioups acting in collaboration. The country program
 
was presented by a senior official of the government concerned, usually at
 
the Ministerial level. Representatives of the lending agencies were present
 
and actively participated in discussions marked by candor, mutual under

standing, and in general, by a high degree of consensus which reflected in
 
the final reports.
 

6. This quick, but serious and orderly review was made possible by the
 
extraordinary cooperation of both the Latin American governments and the
 
lending agencies most directly concerned (IBRD, IDB, IMF, and AID).
 

7. It was iuderstood at Mexico that this first round of country reviews 
would inevitably be a.transitional exercise. Only a limited number of Latin 
American countries had formulated plans which could be reviewed systematically 
and repcrted upon by the Panel of Nine; the time permitted to the governments, 
to the Secretariat, and to the lending agencies was often short. 

8. Major improvements in the country review process and the basic
 

information and instruments of analysis necessary for them must be made in
 
1965. In the next round of country review subcommittees will be able to 
conduct a more searching inquiry not only'into the plans for the future but 
also into the progress made in the intervening period and in the carrying out 
of plans made in the past.
 

9. One of the important objectives of the subcommittees will be to
 
ascertain what actions have been taken to bring about needed internal reforms 
(fiscal, social, agrarian), to improve administrative practices and to adopt 
financial and economic policies conducive to the achievement of the goals of 
the Alliance for Progress. Special attention will be directed to steps taken 
to improve development planning, the preparation and execution of projects, 
borrowing practices and controls over investment and the incurring of external 
debt. 

10. In this connection the Chairman of CIAP went to Europe to lay
 
before the DAC members an account of what CIAP is and how it operates. It
 
is hoped to have their cooperation in the next year's round of country reviews.
 

/11. On the
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11. On the whole the first round of country reviews must be accounted a
 
major institutional success. It provided a cross-sectional view of the
 
situation, plans, and prospects for each Latin American nation; 
it permitted
 
an isolation of critical tasks to be undertaken by the Latin American nations
 
themselves, by the lending agencies, and, most often, by both the nations and
 
agencies acting in intimate cooperation. It has strengthened the sense of
 
teamwork among the lending agencies as well as between the nations and lending 
agencies themselves; and it provided the foundations for the Secretariat paper 
on the requirements and needs for external financing of Latin America, produced 
in fulfillment of the Sao Paulo instruction to CIAP (Res. 1-M/63). 

/III. THE
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III. THE SECRETARIAT SUMMARY OF REQUIRE4ENTS
 
AND AVAILABILITIES
 

12. The Secretariat summary of the domestic effort and external
 
financial requirements of Latin America is, Jike the country review procedure

and statistics on which it is based, an interim and transitional effort.
 
There is every reason to believe that a year from now we will have a more
 
solid and reliable picture of both the situation within each country and
 
of over-all requirements and availabilities. There are, for example, a 
number of major statistical weaknesses. The national account are being

recast in a number of Latin American countries and are not yet on a com
parable basis. Perhaps the most significant measure of self-help, domestic
 
gross capital formation, is not yet available for certain countries and is
 
not calculated in a wholly comparable manner among Latin American countries.
 
Once again, the exact composition of short and medium term debts is by no
 
means clear to us on the basis of available evidence.
 

13. Nevertheless, the Secretariat paper does permit us to cast up an
 
interim-over-all balance sheet which has two useful characteristics. 
 It
 
indicates the rough order of magnitude of the external requirements for
 
Latin America for 1965 and 1966 which would be necessary to match a maximum
 
self-help effort by the Latin American countries themselves, in terms of
 
the Punta del Este goals. Although the over-all calculations can be tipped
 
one way or the other by such factors as a shift in the terms of trade, or a
 
radical change in the situation of one or another major Latin American
 
country, the over-all estimates may prove more accurate than the individual 
country figures of which they are composed; but we shall only be able to make
 
this Judgment firmly with the passage of time. 
 Even more important than the
 
global figures, the Secretariat study permits us, along with the country

review, to isolate the major problems faced both within the Latin American 
economies and in the field of external financing, which will require solution 
through the common collaborative effort of all those engaged in the Alliance 
for Progress effort.
 

14. Since the situation in 1966 and beyond will depend substantially
 
on policies and actions launched within the Alliance in 1965, we shall
 
confine our observations to policy problems that are upon us now or which
 
ought to be faced firmly in the course of 1965. 

/IV. SPECIFIC
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IV. SPECIFIC PROBLEMS FACED WITHIN THE
 
LATIN AMERICAN ECONOMIES
 

A. THE MODERNIZATION OF RURAL LIFE
 

15. One problem emerges above any other in a broad view of the Latin
 
American scene, based on the country reviews and the Secretariat assessment;
 
that is, the problem of modernizing rural life. The statistics reflecting
 
industrial production and development in Latin America by and large are
 
moving forward with high and reasonably regular momentum. On the other hand,
 
food output is lagging behind the increase in population, and the gap between
 
rural arid urban ways of life within Latin America is becoming more acute. As
 
ECLA has recently stated, the industrialization of Latin America can no longer 
be based on the substitution of manufactured imports at the national level.
 
The Latin American nations must look orutward--to Latin America as a whole and
 
to the world--to expand their exports of primary products and manufactured
 
goods, and must simultaneously look inward to the modernization of agriculture
 
not merely to supplying food for a rapidly exparding population but also as a
 
source of industrial raw materials, diversified export commodities and as
 
markets for the products of Latin American industry.
 

16. It is heartening to observe the beginning in one Latin American
 
country after another, of a new emphasis and priority for agricultural
 
development. Many countries have enacted leral measures of agrarian reform,
 
but this is still a field where a much greawr and deeper effort is needed.
 
One essential element of the agricultural policy should be the reform of the
 
structure of land tenure, in order to establish a sound economic and social
 
basis for that development, which implies an increase in the agricultural
 
productivity necessary to sustain the development of the economy as 
a whole.
 

17. There are many complex factors to be dealt with in promoting
 
improved performance in agricultural development, of which the following
 
five against the background of adequate transport and infrastructure are
 
critical: a reliable and equitable price to the farmer, which in turn
 
requires radically improved marketing arrangements and often charges in
 
price policies; provision to the farmer ab equitable price of necessary
 
agricultural inputs and desired incentive goods; improved credit at reasonable
 
rates and of sufficiently long term; relevant technical assistance; and
 
research. Ultimately, all of these interrelated elements in the agricultural
 
productive "system" must be dealt with in 
an organized way (via producer's
 
cooperatives, food processing firms, regional development institutions, etc.).
 

18. Besides. as CIAP noted at its Mexico City meeting, a critioal and
 
hitherto neglected aspect of the linking of the urban and rural life must be
 
the modernization of marketing arrangements and institutions. A concerted
 
program designed to yield this result is already under way within the Alliance
 
for Progress.
 

/B. INFLATION
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B. INFLATION 

19. A second major problem affecting some of the Latin American nations
 
-,including those which weigh most heavily within the indexes of over-all
 

performance--is the problem of inflation. At the present time inflation in
 
those countries is restricting and distorting the use of resources in Latin
 
America and endangering the objectives of the Punta del Este Charter.
 

Specifically, inflation has these major effects:
 

a. 	It diverts investment away from channels which would yield
 
the highest rate of return in terms of the development of
 
the nation into channels which represent the best possible
 
hedge against a rise in prices.
 

b. 	It leads, through the creation of economic instability and
 
the expectation of future devaluations, to the holding of
 

substantial Latin American assets abroad.
 

c. 	Through unrealistic exchange races, it restricts undertakings
 
which could generate expurt earnings, and reduces the
 
incentive to export.
 

d. 	It renders unattractive saving in the form of money; impedes
 
the development of modern banking systems; and places an
 
unnatural pressure and responsibility upon the central banks 
as the primary source of working capital.
 

e. 	The need to hedge against possible future rises in costs
 
leads to industrial price policies which are unsound, and
 
which do not exploit the possibility of selling more at
 
lower prices.
 

f. 	It damages disproportionately the poorer sections of the
 
population which have the least possibility of taking
 
action to hedge against price increases.
 

g. 	It restricts and renders more expensive Latin American
 
borrowing from abroad.
 

h. 	By placing each element of the community in competiton with
 
others in the struggle to avoid damage through inflation,
 
it renders difficult the creation of that sense of communal
 
purpose and enterprise which is essential for the success
 
of the development process.
 

/20. From the
 



20. From the discussions of inflation in the reviews of countries that
 
faced these problems, a consensus emerges concerniig the major steps required

to prevent inflation where it does not exist and to attack inflation where it
 
does exist.
 

21. Evidently specific measures must be 	 thedesigned in light of specific
circumstances in each country since each case 
is, 	in an important sense, unique.

On the other hand, without going into the details of the importance of this
 
policy in the developnent process it is possible to state the key general head
ings for a program to end inflation, assuming, of course, a framework of mone
tary and credit policy which is geared to stabilization itself.
 

a. 	Reduction of the government deficit via: 
 improved tax collection;

reduction of subsidies to and inefficiencies in government-owned

and operated corporations; adjustments of rates; and generally

increased efficiency in and control over government expenditures.
 

b. 	Systematic efforts to reduce the cost of living from the supply

side are necessary. 
This should include high priority efforts
 
within the over-all limits of monetary and credit ceilings to',

insure that foodstuffs in distant parts of the country are brought

to major urban markets; agriculture production is expanded along
the 	lines suggested in section A, above. 
In this effort to attack
 
the cost of living from the supply side, the United States should
 
consider modifications of legislation in order to permit a more
 
effective use of its food surpluses to help reduce inflationary
 
pressures, with due attention to the interest of other producers.
 

c. 
With respect to manufactured goods specifically those important

in the cost of living as well as manufactured goods relevant to
 
agricultural expansion, government should seek arrangements with
 
the private sector to expand output and to pass along the benefits
 
of lowered average costs and in the form of lowered or relatively

lowered prices. In this connection, textiles, shoes, household
 
equipment, as well as farm equipment, tools. fertilizers and
 
insecticides, should be considered. 
On a selective, qualitative

basis, the central banks should induce the banking system to sup
ply the working capital for this expansion.
 

d. 	 Against the background of efforts to constrain government deficits 
and 	to enlarge supplies particularly relevant to the cost of living;

wage policies are required which do not have built into them self
fulfilling inflationary consequences. 
At the present time escalatory,

arrangements which automatically relate cost of living and wages in
 
the short run, immediately set in motion price policies designed to
 
protect industry against future wage increases. Such price policies,

based upon the expectation of higher wages, produce the cost of living

increases which then bring about the wage increases that were feared.
 

/In certain
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In certain countries inflation continues quite independently of
 
autonomous inflationary pressure from the monetary side. The
 
banking system then finances by inflationary means the price-wage
 
spiral set in motion by escalatory clauses in order to avoid un
employment. There is, in short, no substitution for a deep
 
comunal understanding between government, industry and labor in
 
the form of wage-price policies which avoid the process of infla
tion via mutual expectation, and which systematically relate wage
 
increases to the average increase in productivity.
 

e. As Latin American governments undertake effective measures to
 
bring inflation to a halt through this three-sided attack (reduc
tion of governmrent deficits, increased supplies, and income policy):
 
the financing agencies 6f the international community should be
 
prepared to make a maximum effort in the form of economic assistance.
 

C. PLANIING
 

22. The country reviews highlighted the need to strengthen planning
 
in the Latin American countries both to rationalize the internal develop
ment effort and to provide a better basis for multilateral cooperation.
 
In the light of the country review procedure we would reinforce the analysis
 
of planning summarized in the CIAP final report of its Mexico meeting
 
(Doc. CIAP/71, Rev. 2, pp. 3 to 6). The review process was performed with
 
much greater ease and thoroughness in countries that have planned their 
development because more reliance could be attached to their estimates, a 
clearer picture of their strategy could be observed and their specific needs 
for international cooperation could be better evaluated. Realistic country 
plans are needed so that the individual development projects fit together 
into a coherent whole, and can be implemented with a minimum of costs and a 
maximum of leverage. More realistic country plans and more effective project 
preparation and execution are basically two sides of the same coin. 

23. The country reviews specially underline the important role of plan
ning in identifying the characteristics of the institutional reforms required 
by the economic and social stritcture of each Latin American country, and the 
essential function that the plan fulfills in the coordination of the execution 
of those reforms and of the economic and social development policies. 

24. Moreover, at this stage of the process of planning in some Latin 
American countries there emerges the issue of proper execution of programs. 
We are entering into a critical phase: the discipline of the program should 
be observed to keep the development efforts within the tracks of the Alliance 
for Progress, looking forward to the fulfillment of its economic and social 
goals. 

/D. PROJECT
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D. PROJECT PREPARITION AND EXECUTION 

25. In addition to problems of agricultural production and marketing,
 
of inflation and of pl,,nning in general, the country reviews underlined
 
the need to accelerate the preparation of projects and their execution.
 
The preparation of projects and the formulation of feasibility studies with
 
adequate terms of reference to determine whether tLey are both technically
 
and economically sound, are, in themselves, complex and often expensive
 
exercises. They demand high and well organized skills.
 

26. Although the study prepared for CIAP at the Mexico City meeting 
indicated that the rate of execution and projects and disbursements of loans
 
in Latin America fell within the range of normal experience elsewhere in the
 
world, there are evident advantages for Latin America in improving the pace
 
at which projects are executed. A concerted effort by the Latin American 
nations themselves and the external agencies committed to their assistance
 
in the Alliance for Progress, is required, on a country-by-country basis, to
 
improve the means and the pace at which sound projects are generated and
 
executed. Nevertheless, with the assistance from the Tripar1ite 'ommittee
 
of the OAS/IDB/ECLA and by the Latin American Institute of Economic and Social
 
Planning to several countries for the preparation of their development plans, 
efforts are being made to fulfill these needs. A program to this end is also
 
under way at CIAP initiative, with the support of the IBRD, IDB, and AID.
 

E. PRIVATE INVESTMENT 

27. The historic theoretical debate on socialism versus capitalism is
 
giving way to an objective and functional judgment in each Latin American
 
country, based on its own experiences, institutions and laws, as to how and
 
where the balance should be struck between the public and private sectors.
 
Latin American development plans, however, have thus far generally tended
 
to focus on public sector projects, which were of primary importance as a
 
requirement at the initial stages of their development programs. It is the 
view of CIAP that the countries must intensify their present efforts toward 
the design of strategies for the expansion of the private sector within
 
national plans and for working out the guide-lines which would permit private
 
foreign enterprise to make an enlarged contribution to Latin American develop
ment in ways consistent with the interests, customs, and laws of the several 
Latin American nations. Sieps to this end were set in motion after the CIAP 
meeting in Mexico. 

F. TRADE
 

28. The country revievs and the over~all Secretariat assessment combine 
to .underline the very great importance of strengthening Latin America's 
ability to generate, througe an expanded level of trade, a higher and more 
stable volume of external purchasing power in order thereby to finance those 

/ imports 
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imports essential for the fulfillment of their national development goals. This
 

objective requires a concerted effort, both by the nations already committed to
 

the Alliance for Progress and by other members of the international community as
 

well. In this broader context special reference should be made to the recent
 

United Nations Conference on Trade and Development held in Geneva, and to two of
 

the basic themes emerging from that Conference. One involved the essential need
 

for an integrated approach to international trade and aid policies, while at the
 

same time placing primary focus upon trade as the basic avenue for generating ad

ditional foreign exchange. The other involved the joint responsibilities de

volving upon all developed count:ries, in order to progressively reduce and elimi

nate their existing form of protection and inequitable preferences. Among the
 

specific Conference recommendations relating to these themes, and on which there
 

was a broad consensus of agreement byzdeveloped and developing countuies alike,
 

were those referring to possible modifications in the existing IMF short-term
 

compensatory credit system which should be additional, that is, not a deducting
 

item to the normal drawings; to new long-term supplementary financing mechanism
 

designed to offset persistent short falls from reasonable expectations in external
 

purchasing power so as to avoid disruptions of national programs; and to estab

lishing a more effective and comprehensive framework of international trade
 

liberalization and commodity arrangement policies.
 

29. Latin American countries, simultaneously, should continue their efforts
 

towards establishing a financial and administrative environment cnabling potential
 

exporters to undertake the special and hazardous tasks of opening new markets
 

abroad; their national plans should include special efforts to encourage diver

sification of Latin American exports, and these efforts in turn should be sup

ported by appropriate policies and practices on the part of the U.S. and other
 

industrialized countries; and the potentialities offered by both the Central
 

American Common Market and LAFTA and further efforts of economic integration in
 
the Latin America should be thoroughly dramatized, exploited, and given the
 

maximum internal and external support.
 

30. As the Secretariat study of over-all Latin American requirements and
 

availabilities demonstrates however, a very high proportion of Latin American
 

foreign exchange will continue for some time to be earned through the sale of
 
the nine classic commodities which during 1960-1963, accounted for 70 percent
 

Latin American export earnings. It is essential that immediate action be taken
 

to mitigate the adverse effects of protectionist practices which limit Latin
 

America's commercial opportunities in the USA and in other areas as well. A
 

prompt completion of the Coffee Agreement, and resistance on the part of the
 

United States to domestic pressures which would reduce Latin American access
 
to the critically important U.S. markets, appear basic to the Alliance.
 

Equally serious situations moreover have been developing in 1964 for other
 

products of major significance, such as sugar, meat, cotton and textiles. The
 

same considerations should govern European trade policy towards Latin America,
 

a region in which the large interests as well as the trade of Europe remain
 

very substantial.
 

/G. SOCIAL
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G. SOCIAL ASPECTS 

31. The country reviews indicated the need for all countries in Latin
America to direct increasing attention to the preparation of more adequate

plans for investment in the fields of education, health and housing. 
Very
often action in these fields requires reforms in the structure and organi
zation which must be pursued on a broader s'ale. Those problems have been
embraced by the country reviews and it is clear that in 
some cases these
reforms are an essential prerequisite to an effective effort in those fields.
With respect to housing the CIAP urges th- organizations that are collaborating in the effort to overcome the habitational deficit of the region to
 
meet in order to achieve a better coordination of their efforts.
 

32. Such social programs are bound to make a greater claim on
financial resources and should no doubt continue to receive special external
assistance, where appropriate, as a supplement to domestic availabilities.
 
It is suggested, however, that greater efforts should be made to induce

domestic resources of the private sector to participate in social programs,

and that careful evaluations be made of the efficiency and the general
orientation of public programs in order to obtain the highest yields from
the resoui'ces allocated. 
Insofar as this is done, it will contribute also
 
to alleviate budgetary and inflationary pressures.
 

H. THE INTERRELATION OF SELF-HFLP AND EXTERNAL ASSISTANCE
 

33. When CIAP met at its first meeting, its final report was drafted
under the headings: Aspects of Domestic Efforts; Foreign Trade; Major
Aspects of External Assistance; and Economic Integration. What emerged from
the intimate examination of Latin American problems on a country-by-country

basis was this brord conclusion, to which we shall later refer again: 
 Socalled self-help measures, taken within Latin American nations, are 
intimately

related to the character and sca.Le of external assistance available to them;
and there is an equally close connection between the self-help measures

actually undertaken and the scale and character of the assistance that the
external agencies committed to the Alliance for Progress can offer. 
 The
requirement for collective effort at every stage is, perhaps, the most importan

general conclusion to be derived from the country review process.
 

/v. REQUIREMENTS
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V. REQUIRRAMTS FOU 7XTERNAL FINANCING 

34. At Sao Paulo CIAP was instructed to prepare annually a report on 
Latin American requirements and availabilities of external financing, look
ing two years ahead. As noted above, the Secretariat has prepared such a 
document deriving its calculations directly from the country review procedure. 
As was already emphasized, the reviews were handicapped by existing gaps in 

Latin American data and planning. For example, the national plans for certain 
countries have not yet been completed, including countries with considerable 
weight in the over-all estimates. Morewer, as the final reports on the 
reviews indicate, the estimates of requirements are subject, in the case of 

some countries, to wide margins of uncertainty. Nevertheless, the Secretariat 
summary lays before us certain over-all magnitudes worth examining and it 
dramatizes certain critically important problems which require concerted 

action within the Alliance for Progress. 

35. To understand the situation and prospects for financing in Latin 
America, it is essential that we be conscious of the differences among three 
groups of countries in Latin America. 

36. First, there are two nations whose capacity to earn forein exchange
 
is such that they require special (soft loan) external assistance--either for
 

the first few years or for the whole developmnent decade--only in support of
 
certain sectorial projects whe-e the return.bo the economy and the society is
 
likely to be long delayed.
 

37. Second, there is a large group of Latin American countries moving 
forward in development whose current plans and projects appear to be adequately 
matched by current and foreseeable external assistance. 

38. Third, there are several large nations in Latin America--whose
 
situation and prospects are quite correctly given heavy weight in any over
all review of the region--where the position is characterized by these three
 
facts:
 

a. 	They are in the midst of major structural adjustments in their
 
domestic and foreign economic policies whose character and di
mensions pose major challenges to the Alliance for Progress;
 

b. 	Their governments are now launching policies and lines of action
 
of great promise; and 

c. 	Their external accounts are characterized by a massive and ab
normal volume of short-term credit obligations which require
 
extremely heavy amortization payments.
 

39. These distinctions within Latin America emerge clearly from the accom

panying Table A which summarizes the figures brought out in the country reviews.
 

/Table A 

http:return.bo


Table A 
LATIN AMERICA: PROJECTIONS OF THE BALANCE OF PAYMENTS, 1965 

(In millions of dollars) 

Amortiz. Increase 
 Gross require-
Deficit of the in Net Flow ments of the Disburseon Public Inter-
 of Public and
Current and ments on Ad~Aitionalnational Total Private Monetary outstand-Account Monetary Liquid reqtire-
Capital Sector ing loans 
 ments
 

Sector Assets
Venezuela 
 202.0  36.0 - 129.0 37.0 - 187.0 - 150.0 110.0Mexico 40.0- 290.0 - 167.o  68.0 - 525.0 221.0 - 304.O 161.4 142.6TOTAL - 88.0 - 203.0 - 197.0 - 488.o 34.0 - 454.o 271.0 182.6Bolivia - 64.,o - 11.3  - 75.3 17.5 - 57.8 54.9Colombia 2.9- 125.0 - 137.0 - - 262.oCosta Rica 30.0 - 252.0 104.0 128. 0- 36.1 - 11.9 - 1.5 - 49.5 14.3Dominican Republic - 43.0 -
- 35.2 J.3.4 21.62.4  4.0 - 49.4 5.0 - 44.4 25.3 19.1Ecuador 
 - 39.2 - 10.7 - 1.8 - 51.7 17.4El Salvador- - 13.5 - 34.3 18.2 16.1 - 6.0 - 24.7Guatemala 

- 5.2 - 2.8 - 27.5 11.9 15.6- 50.6 - 8.o - 4.2 - 62.8 32.1 - 30.7Honduras 16.5 14.2- 23.0 - 1.6 1.0 - 25.6Haiti - 6.3 - 2.3 
5.2 - 2o.4 4.6 15.8- - 8.6 1.2 - 7.4IicaraGua 1.9 5.5- 12.8 - 4.5 - 2.0 - 19.3Panam-a - 29.4 - 3.0 -
5-5 - 13.8 10.0 3.84.4 - 36.8 14.oParaduay - 18.6 - 22.8 15.4 7.4- 2.7. - 2.1 - 23.4 4.o  19.4
Peru 14.1 5.3- 77.0 - 35.0 - 38.0 - 150.0 10.0Uruguay - 19.5 - 14o.o 87.o 53.0- 48.1  - 67.6 4.7  62.9 22.1 40.8TOTAL - 558.0 - 283.7 - 65.0 - 906.7 158.1  748.6 399.3 349.3Argentina 
 37.0 - 505.0 - - 468.O - 225.oa/ - 693.oBrazil 200.0 493.o- 290.0 - 725.0 - -1 015.0 154.0 - 861.OChile 329.0 532.0- 179.0 - 182.o - - 361.o 10.0 - 351.0 110.0 241.oTOTAL 
 - 432.0 -1 412.0 -i 844.o - 61.o -1 905.0 639.0 1 266.0• TOTAL -1 078.0 -1 898.7 - 262.o -3 238.7 - 131.1 -3 107.6 1 309.7 1 797.9 

(D a. The net outflow of private capital for Argentina will be accounted 
I-i. 

for by the repayment of short-terri loans 
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40. Behind the over-all figures at the base of the table are a number of 
assumptions which, of their nature, had to be tentative, but which represented 
the most balanced approximations which a combination of all available evidence 
and analysis permitted, in each case, at the time of the review. It was notably 
the lack of adequate domestic investment data--and of fully developed national 
plans in most of the cases--which required that this first effort to estimate 
Latin American requirements and availabilities be based primarily on a balance
of-payments approach. In some cases the balance-of-payments approach could be 
related to a domestic investment program which was studied and evaluated; in 
other cases the shortage of data and time required that provisional estimates 
be established in the country review, mainly on the basis of data presented by 
the governments. 

41. A balance-of-payments approach tc an estimate of external require
ments rooted in the country reviews leads to an estimate that Latin American
 
exports will increase in 1965 by about 3 percent. This deceleration from the
 
1964 increase of about 7 percent derived from the judgment that the 1964
 
increase in the volume of sone exports (which were based on exceptionally good 
crops) may not be sustained and that Latin American export prices, as an average,
 
will level off. It also leads to an estimate that a level of imports for 1965,
 
10 percent higher than 1964, is required to supply the goods from abroad neces
sary to match at home what might be called Punta del Este self-help performance
 
and investment rates. Although a 10 percent increase in imports in 1965 may
 
appear an ambitious target, it should be remembered that the import figures for
 
1961-1963 were abnormally low due to exchange stringency or to the depressed
 
state of a few major Latin American countries. It is from these and other key
 
assumptions accumulated from the country reviews that the gross deficit figure
 
of' $3.1 billion emerges.
 

42. The question then arises: Is some such order of magnitude for
 
external financing for 1965 within the range of possibil1ity? The answer to
 
this question, in turn, depends on the answer to three sub-questions.
 

First, are development resources likely to be available in adequate
 
amount for requirements other than the amortization deficit in the public and
 
monetary sectors?
 

Second, does it appear possible that the 1965 amortization payments can
 
be dealt with on a transitional short-run basis?
 

Third, can the longei run problem posed by the existence of these dia
proportionate short-term debts be dealt with by the Alliance for Progress?
 

43. We shall address ourselves to each of these problems in turn. With
 
respect to development financing, as Table A notes, the pipeline of obligated
 
funds of about $3 billion will yield in 1965 disbursements of the order of
 
$1.3 billion. After examining the possibilities for additional development
 
lending in 1965, we consider that, with a maximum development effort in Latin
 
America and a maximum effort by those responsible for 'development funds outside,
 

/ additional 
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additional resources might be generated in 1965 which could supply long-term 
funds of the order of $400 million in availabilities in that year. Such 
additional development resources might come via loans from the IBRD and its 
affiliated institutions, IDB, and AID; from the Export-Import Bank; from Europe; 
and from other countries interested in Latin American development. 

44. It is clear from Table A, however, that the critical issue is that
 
which centers around the immediate and longer-term handling of repayments of
 
the debt (characterized by a very high short-term component) which have been
 
built up in past years and which come due in 1965 at a level of $1.9 billion. 

45. Of the toal for such repayments in 1965, about $1.4 billion is owed
 
by three countries: Argentina, Brazil, and Chile. In the cases of Brazil
 
and Chile, we were informed that concerted efforts are now under way to deal
 
with their 1965 balance-of-payments problems and their debt structures. In
 
the case of Argentina, a year of substantial balance-of-payments surplus has
 
been used to reduce considerably its short-term debt burden. That government,
 
which is now completing its national development program, has not yet indicated
 
the policy it intends to pursue with respect to its debt structure.
 

46. Before assessing the possibilities for dealing with the short-term
 
repayment problem, it should be recalled that it is wholly normal that a
 
certain volume of such debts constitute a part of a nation's financial structure; 
and it: is normal practice for certain types of such debts to be renewed almost 
automatically--for example, lines of credit from foreign private banks and 
regular suppliers of capital equipment. 

47. It is not possible to state dogmatically what proportion of these
 
scheduled payments should be regarded as normal and what part as abnormal.
 
What we can say is that the present level of such debts--and the burden they 
impose on the balance of payments--is abnormal in a number 'of Latin American 
cointries. 

48. We are, in short, facing a situation that requires immediate and
 
longer-term action to restructure the balance of capital accounts for a number
 
of Latin American nations. This will require extraordinary action both by 
them and by the external community. 

49. The object of our common policy must be to achieve this restructuring
 
of debt while maintaining the volume of imports, the levels of employment, and 
the rate of growth of those countries. The domestic shifts in policy and 
reforms required cannot be achieved without social disorder unless the transition 
is effected in an environment of reasonably full employment.
 

50. The broad lines of policy which ought in such circumstances to b: 
followed by both borrowers and lenders in order to shift to a more rational 
debt structure, are discussed at length in sections Vt and VII below. Here 
it is sufficient to note that the problems of putting domestic and foreign 
financial accounts in order are closely interconnected. Repayment of debt
 

/ alone 
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alone, without securing additional capital inflow, would not solve the problem.
 

Serious economic crisis is not an appropriate or even possible environment for
 

financial reform. Debt conversion operations are, therefore, in some cases a
 

necessary step to put the development process on a sound basis. On the other
 

hand, a conviction that the countries concerned are seriously committed to
 

financial reform and that practical measures to this end are actually under way, 
so that such situation should not recur, is a condition for generating the
 
appropriate levels of external financing.
 

51. Assuming acceptance of this approach to the transition, it seems
 

likely that the balance of the amortization burden in 1965 may be covered
 

in the following ways:
 

First, it is proper'o assume some new renewed or extended linas of
 
banking and suppliers credits which would be a part of normal business
 
practice, including the renewal of some swaps. A rough estimate of this 
possibility comes to the order of some $600 million.
 

Second, there is the possibility of increased lending by the ThIF which
 
may be accompanied by funds from the Treasury Stabilization Fund of the 
United States. Here the scale of possible lending depends on the monetary
 
stabilization policies projected and carried out in the Latin American
 
countries concerned.
 

Third, there is, as argued in Section VI, a legitimate need and pos
sibility of rolling over, rescheduling, and refunding of outstanding short
term debts, in the case of some countries.
 

52. Taking these second and third categories together, since they are 
often related in roll-over packages, an order of magnitude of $600 million 
appears within the range of possibility. 

53. An additional possible source for meeting Latin American require
ments is the possibility of long-term private investment not included in the
 

balance-of-payments projections of the individual countries. Once the move
ment towards financial stability becomes established in a context of continued
 

economic momentum, such private long-term capital flows often emerge on a
 
larger scale than had been anticipated. Information has been received that.
 
certain long-term capital arrangements beyond those envisaged for 1965 in the
 
country reviews, are well advanced in negotiation. In addition there is the
 

possibility of further long-term investment from private institutions in the
 
United States and elsewhere, including guaranteed investments in housing 

mortgages. Assuming a continued favorable trend in the Latin American econo
mies and governmental policies and in the international environment, an 
estimate of an increment of $200 million in availabilities for 1965 does not 
appear excessive under the heading of additional private foreign capital.
 
There is the further possibility of some capital repatriation, beyond that
 

envisaged in the country reports, which are not in a position to estimate.
 
Excepting possible increments in long-term private investment, these types 
of assistance are, however, transitional in character. They leave still to 

be considered, therefore, the question of an appropriate longer-run policy 
towards the debt structure of the Latin American countries now mainly burdened 
with a short-term debt problem. 

/VI. THE 
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VI. THE PROBLEM OF LATIN AMERICAN SHORT-TERM INDEBTEDNESS 

54. The Alliance for Progress cannot, evidently, be satisfied with a
 
continuation of so large a role for short-term financing of Latin American
 
development. 
We must aim to produce, as the result of a purposeful trans
itional effort, a debt structure much less reliant on short-term sources of
 
finance.
 

55. To correct the problems, one must begin by identifying its origins.
 
In its Mexico City report CIAP noted that there were four major forces which
 
had converged to lead certain Latin American countries to acquire a dispropor
tionate volume of short-term debts: "1) the past lack of development plans

and policies which would justify receipt of long-term financing; 2) the
 
unfavorable terms of trade of the last decade; 3) 
the fact that certain
 
capital exporting nations almost exclusively had granted medium-term financing,

much of it in the form of suppliers credit; 4) the absence of centralized
 
control in the countries over the contracting of foreign debt."
 

56. The problem has also been complicated by the impulse in certain
 
Latin American countries to launch quickly certain projects of believed
 
high political impact--a tendency which can only be countered by the formu
lation and acceptance by the governments and peoples of long-run national
 
development plans.
 

57. It has been the interplay between these domestic and external forces
 
which yielded the disproportionate volume of Latin American short-term debts;
 
amnd it will require a concert of policy and action by the Latin American
 
nations and external suppliers of credit to bring this problem under control
 
and, especially, to yield in the future a more rational debt structure for
 
Latin America. 

58. A sound debt policy requires that Latin American nations:
 

a. 	Conduct monetary and development policies which enable them to obtain
 
longer-term forms of international financing;
 

b. 	Institute firm and effective policies of control over the contracting
 
of external debt; and
 

c. 
Those countries which face unmanageable short-term debt problems
 
undertake negotiations with the relevant public and private enti
ties to reduce the burden of repayment of some of those debts.
 

59. With respect to the governments and public and private entities 
concerned on the lending side, a solution requires that they:
 

a. 	Cooperate in the refinancing necessary to reduce the burden of
 
repayment to manageable proportions in terms of the foreign ex
change earning power of the Latin American nations; and
 

/b. Move
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b. 	Move towards forms of financingj -where the terms of repayment conform
 
to the character of the project being undertaken and to the b-.v,,rowing
 
country's ability to service the .bt.
 

60. A considerable proportion of these short-term debts derive fro the 

excessive proportion of financing in Latin America which has assumed the form 

of short-term suppliers credit and swaps. It is to be hoped that in the future 
those who now grant 3uch credits to Latin America will not merely le~gthen the 

terms of financing to the type of project being finarce,'1 .nclurg th 

periods of grace related to gestation o.Csu'h projects, out 
higher proportion to the long-term development needs of'Latin Aneric,t. 

/vii, A TRANSE:.-']'I t! 
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VII. A TRANSITIONAL BALANCE SHEET (1965)
 

61. Converting this analysis of a highly contingent transitional process
 
to rough quantitative estimates, the Latin American balance sheet of require
ments and availabilities for 1965 emerges as follows:
 

(In millions of dollars)
 

Requirements Availabilities
 

Deficit on Current Account $1 078 Disbursements from already
 
contracted loans 
 $1 300
 

Amortization of the public
 
and monetary sector 1 899 Disbursements from pos

sible additional develop
ment loans (IBRD, IDB,
 
Ex-Im Bank, AID, PL 480,
 
Europe, etc.) 400
 

Increase in international New and extended suppliers
 

liquid-assets 262 credits, bank lending, 

Total $3 239 and swap renewals 600
 

LESS Debt rescheduling, refunding, 
roll-overs for some coun-

Net flow of private capital 131 tries, plus IMF and US 
Treasury loans 600 

Possible additional private
 
long-term capital 200
 

$s108 $3 100 

62. To achieve in 1965 a balance in Latin America's international accounts
 
at this level and by these means would constitute a considerable but not 
impossible achievement. A 10 percent increase in imports would be provided 
for as well as eome shift in the composition of Latin American debt towards 
longer term types of financing. Roughly speaking the balance sheet for 1965, 
as estimated here, would raise the proportion of current long-term develop
ment financing for Latin America from a figure of 50 percent of the total in
 
1964 to about 60 percent of the total in 1965. It is impossible to estimate
 
with existing data precisely how the fulfillment of this balance sheet would
 
affect the composition and structure of Latin American debt except to note
 
that it would be a significant marginal change in the right direction; that
 
is, towards long-run forms of development financing.
 

/63. But, 
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63. But, evidently, Latin America's reliance on short-term financing will
 

remain excessive. One goal of the Alliance for Progress should be the reduction
 

of Latin American debt service to proportions compatible with the repayment
 

capacity and its development requirements.
 

64, What, then, is our answer to the three questions posed early in this
 

assessment of Latin American requirements and availabilities?
 

First, development resources are available or potentially available for
 

requirements other than those posed by the amortization deficit.
 

Lecond, a transitional program for 1965 to cover the amortization deficit
 

in the countries mainly concerned, by a mixture of extended and expanded short

medium- and long-term lending, appears within the bounds of possibility with
 

a maximum effort by all parties concerned.
 

Third, such a transitional program for 1965 would leave Latin America with
 

debt structure lmss dependent than in 1964 but still excessively dependent on
a 
short-term financing; and, therefore, we must look within the Alliance for
 

Progress for substantial expansion in long-term lending and borrowing.
 

65. What does this mean? It means the relevant Latin American nations 

must put themselves in a position to lay claim to long-term financing on a 

larger scale; and it means the external financing agencies must move to enlarge
 

the availabilities of long-term development resources. This is by no means an 

The IDB is in the process of expanding its capital resources;impossible task. 

does the Exportthe IBRD commands a considerable reserve lending capacity, as 


Import Bank. The United States Government has also indicated that increased
 

resources mirht well be required in the light of recent developments in Latin
 

America. The level of pri.vate foreign investment, which is grossly beneath
 

the level appropriate to a vital expanding Latin American economy, can be
 

expected to increase.
 

66. But in the midst of this critical transition the need for action is
 

urgent. Movements to expand the flow of long-term investments in Latin America 

during 1965, beyond the level set out in our rough transitional balance sheet,
 

would not merely ease the transition itself, at a critical turning point in
 

Latin American affairs; they would also hasten the day when Latin America's
 

capital accounts could assume a more normal and healthy structure.
 

67. The Alliance for Progress stands at an interval of momentum and of
 

hope, but enormous problems confront the Latin American nations and those com

mitted to assist them4 in modernizing rural life; in bringing and keeping 

inflation under control; in the improvement of planning; in accelerating the
 

development and execution of projects; in finding an enlarged and stable role
 

for domestic and foreign private enterprise; in enlarging the capacity of Latin
 

America to pay its way tha'ough export earnings; in promoting higher levels of
 

education, health and housing; and in overcoming the short-term debt problem
 

and preventing its recurrence, in those critically important countries where
 
it now exists. 

/68. Let us
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68. Let us underline a point made earlier in this report, which has been
 
driven in on us again and again in our work. There is a double interrelation
 
which exists concerning each item in the balance sheet of the Alliance. On the
 
other hand, what the nations of Latin America can do with respect to self-help
 
is dependent in part on the scale and continuity of the external support they
 
will receive; equally, it is true that what can be done for the nations of
 
Latin America from outside depends on their domestic performance.
 

69. These interconnections, of course, have important political meaning,
 
but they are fundamentally technical. Projects cannot be financed unless
 
feasibility studies are made; but the external financing agencies have the
 
possibility of assisting substantially in identifying investment opportunities
 
in the preparation of feasibility studies. The rate at which funds committed
 
can be disbursed depends upon the speed and efficiency with which projects are
 
executed.
 

70. The scale at which the balance of payments of Latin American countties
 
can be supported by private investment is dependent on the opportunities they
 
may perceive in the expanding economies of Latin America and on the sense of
 
confidence and security which external members and investors may feel in the po
licies being pursued by the individual countries and its consistency and continuity;
 
and there are policies which can be pursued by the private investors and steps
 
which can be taken by the external agencies and countries committed to the Alliance
 
for Progress, which would make private lending and investment more attractive and
 
feasible.
 

71. On the most immediate problem of all--namely, the high level of short
term debts--once again the possibilities of solving the problem depend on what
 
both the nations of Latin America and the external community are prepared to do.
 
On the one hand, the Latin American nations mainly concerned must build their
 
development around a diminished dependence on short-term suppliers credits and
 
they must present to the external community a vision of monetary and investment
 
policy which makes credible an expansion which will not in the future be as
 
dependent as it has been in the past on suppliers credits. On the other hand,
 
the external community must be prepared not merely to reduce the backlog of
 
short-term credits but to shift to lending policies which are consistent with
 
the maintenance of a lower proportion of short-term borrowing and a higher pro
portion of long-term borrowing in their dealings with Latin America.
 

72. And so it is with each of the other major dimensions of Alliance
 
policy including the great issue of trade, where the interconnection bctween
 
actions taken within Latin America to expand export earnings and purchasing
 
capacity and trade policies pursued outside are dramatically linked.
 

/73. It follows 
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73. It follows from these interdependencies that no one figure in an
 
analysis of Latin American requirements and availabilities is to be regarded
 
as an independent variable. It is the task of the Alliance for Progress and
 
for all its partners--within Latin America and outside--to work together in
 
such a way as to move Latin America towards the Alliance for Progress goals
 
of sustained economic development and social justice and towards a position
 
of self-sustaining growth within the shortest feasible period of time.
 

/Part II 
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Part II 

THE ALLIANCE FOR PROGRESS TO DATE AND
 
ITS PROSPECTS FOR THE FUTURE
 

Io THE INTER-AMERICAN COMMITTnE ON THE ALLIANCE FOR PROGRESS
 

1. In accordance with Article 18 of its Statutes, the Inter-American
 
Economic and Social Council, during the course of its Third Annual Meeting

at the Expert Level, examined the course of the Alliance for Progress, study
ing both development trends in the past two years and problems and prospects
 
for the near future.
 

2. In making its analysis, the IA-ECOSOC benefited, greatly from the
 
report of the Inter-American Committee on the Alliance for Progress (CIAP)

(Doc. CIES/621), which includes a statement on "The state of the Alliance
 
for Progress and prospects for 1965." 
 This document was considered basic
 
for the preparation of this report.. The IA-ECOSOC likewise availed itself
 
of documents prepared by the Secretariat and the Panel of Experts which sum
marize the results of country reviews carried out by CIAP or which provide

useful analytical statistical data on the economic and social situation and
 
on progress and deficiencies in planning. 
On the basis of this material the
 
IA-ECOSOC believes it is in a position to examine objectively trends in, and
 
immediate prospects for, development in Latin America.
 

3. The work accomplished by CIAP in the short time since it was estab
lished is the best proof of how well advised the IA-ECOSOC was todecide up6 
its
 
creation, for it has given the Alliance the Latin American image and. the multi
lateral significance that it needed. 
With great effort, and despite all
 
difficulties, it has succeeded in widening the country review process 
so as to
 
make it possible to determine Latin America's needs for external resources and,

in general, the way of meeting them. The IA-ECOSOC is aware of the fact that
 
because of deficiencies in basic data and other limitations unavoidable during

this first period, the figures given constitute only orders of magnitude subject

to revision; but it also recognizes that it is the first time that it has been

possible to have a basis for the discussion of financing problems. 
The
 
IA-ECOSOC learned with satisfaction of the cooperation that the IDB, ECLA and

the Panel of Experts have extended to CIAP in their capacity as permanent advisers.
 
There was also general agreement with the way in which CIAP evaluates the internal

effort of the countries of Latin America in the fields covered by its report.

It is understood that in the future, with.improvement in the country reviews,

CIAP will be able to cover more fully the different aspects in which this internal
 
effoft appears, including advances in social policy.
 

/4. The
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4. The IA-ECOSOC believes that the process of country reVlows-should 
constitute the principal activity of CIAP and should be continued and inten
sified. Results of the first years of efforts by CIAP reflect the crucial 
importance of efficient country reviews, and indicate that in the future
 
these reviews can be substantially improved in order to serve as a guide, not
 
only for the governments of Latin America, but also to international financing
 
institutions.
 

5. 	 Intensification of these reviews can be achieved by means of: 

a. 	Improvement of the statistical bases;
 

b. 	A closer analysis of operating and sectoral problems; for example:
 

i. 	Evaluation of programs in the field of structural revorm: trans
formation of the agrarian structure; and educational, tax and 
administrative reforms. 

ii. 	 Attention to certain key problems in the development effort.
 
Special importance should be given, among these, to progress in
 
social programs and to fiscal problems represented by inflation
 
and deficit spending. It would also be well to look into certain
 
aspects that demonstrate the effort made to eliminate the limita
tions of underdevelopment itself, such as results of the policy
 
of export diversification.
 

6. The members of CIAP and of the Panel of Experts should conduct on-the
spot analyses and examinations of development efforts. The countries under
 
study should make every possible effort to contribute to the success of the
 
"eviews by countributing better information. The Secretariat, for its part,
 
has a vital part to play in this process.
 

7. As it has done in 1964, CIAP will prepare a general summary of the
 
problems and prospects of the Alliance for Progress, based on the country reviews,
 
and will present. it to the Annual Meeting of the IA-ECOSOC for consideration.
 
The IA-ECOSOC will determine each year the activities to which CIAP must give
 
preferential attention. The report of CIAP, together with the observations made
 
by the IA-ECOSOC, will become the IA-ECOSOC's Annual Review of the Alliance for
 
Progress.
 

8. The Panel of Experts will report to the IA-ECOSOC at each of the annual
 
meetings on the status of' development planning in Latin America (including
 
progress achieved with respect to regional, national, and international planning)
 
in addition to carrying out its more general responsibilities with respect to the
 
process of'counti-y rdviews directed by CIAP, and its continuing responsibility
 
for evaluating development plans as provided in the Charter of Punta del Este.
 

/9. The 
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9. The procedure described ab(j,/ 
 will eliminate the need for the Secretariat
 
to produce its own independent draft review of the Alliance. 
If it should make
 one at the request of CIAP, the latter will transmit it to th. IA-ECOSOC together
with its observations and comments. 
 In accordance with the Statutes it is understood that the Secretariat may present to the IA-ECOSOC,'has infoimation documents,

such studies as 
it deems suitable for evaluating development trends and problems
in Latin America. The Secretariat will place these studies at the disposal of
CIAP or 
its Chairman before presenting them to the IA-ECOSJC, so that these may make 
any observations or comments they deem advisable.
 

10. The IA-ECOSOC has noted with pleasure the fact that CIAP and its
Chairman have exerted every possible effort to have other indiutrialized
 
nations participate in the process of country reviews, and that CIAP has also

made efforts toward establishing relations between its Secretariat and that
of the Development Assistance Committee (DAC). 
 The IA-ECOSOC endorses these

efforts and recommends their continuation. 
 It likewise stresses the desirability of inviting industrialized countries to participate in the country cnalyses,
with the understanding that such participation does not constitute a financial
 
commitment. 

11. Ulne of the principal results of the work of CIAP during the 
course
of its first year, and one that has received careful attention on the part of
the IA-ECOSOC, has been its analysis of need for, and availability of external
 
resources. 
The IA-ECOSOC recommends that CIAP continue its efforts in this

field with renewed determination, bearing in mind the need to establish

qualitative criteria that relate external aid to absorptive capacity. 
In this
 way CIAP would be in a position to offer financial institutions a better basis
 
for insuring the best use of financing granted.
 

12. 
 The IA-ECOSOC also recommends that CIAP study methods by which each
of the Latin American countries may benefit from the experience, successes, and
achievements of the other member countries of the IA-ECOSOC. 
To that end CIAP
could, for example, emphasize in its annual report to the IA-ECOSOC those fields
in which good results have been achieved--results which in its opinion, might

have general application.
 

13. 
In addition to the points noted with respect to country reviews, CIAP
-should attach special importance to problems related to amortization of short
term external debt; evaluation of capacity to absorb external financing, particularly with respect to project preparation and implementation; and to matters
 
relating to regional economic integration.
 

14. 
It is also recommended that CIA? make a comprehensive study of the flight
and transfers of capital from the less developed to the more developed countries,
 
determining:
 

a. 
The extent to which the principles of the Alliance for Progress 
are
 
being weakened through:
 

j. Using the psychological mechanism of investment security in the
 
external sector, when the countries themselves are uncertain with
 
regard to social emergencies;
 

/ii. Absorbing
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ii. 	 Absorbing the savings of high and medium income groups, and
 
even of the lower income groups;
 

iii. Making use of confidertial means of communication and
 
contracts, which prevents the expression of public opinion
 
regarding the matter concerned.
 

b. The extent to which this flow of capital could be controlled, for which
 
purpose CIAP should propose pertinent measures to the governments.
 

15. 	 The IA-ECOSOC assigned considerable importance to the problems presented
 
by foreign trade and economic integration'in Latin America in attaining t'he
 
objectives of the Alliance for Progress. It emphasized the joint responsibility
 
of all the countries of the hemisphere for finding solutions in the fields of
 
international trade and development which will permit acceleration of the econom
ic growth of the latin American countries. With this end in view, it adopted
 
several resolutions containing specific directives for CIAP on the following
 
essential points:
 

a. 	That it study the problems indicated and propose and arrange for perti
nent measures for their solution and make representations in this con
nection. In :complying with,"this zandate, the Inter-Ameriban Committee
 
on the Alliance for Progress shall take the recommendations and resolu
tions adopted by the United Nations Conference on Trade and Development
 
and the lines of action recommended at the fourth session of the
 
Committee on Trade of the United Nations Economic Commission for Latin
 
America as a basis for action and shall submit proposals for strength
ening and supplementing means of achieving the objective of abtaining
 
for Latin America greater foreign exchange earnings from trade.
 

b. 	That it advocate measures intended to reduce or eliminate obstacles
 
that adversely affect Latin America exports to developed countries.
 

c. 	That whenever the Chairman of CIAP deems it necessary, he take steps 
to convene a meeting of the Committee on Basic Products and the Committee 
on Manufactures and Semimanufactures, and also have recourse to such 
flexible mechanisms as informal meetings of government representatives. 

d. 	That, with the cooperation of the Economic Comuission for Latin America,
 
the Inter-American Economic and Social Planning Institute, and other
 
regional agencies, it draft as soon as possible a ten-year industrializa
tion plan to serve as a frame of reference for the first stage of Latin
 
American economic integration.
 

16. Bearing in mind the importance of problems arising from demographic
 
growth, the IA-ECOSOC believes that studies should be carried out to determine
 
the requirements of economic development and social progress as they relate to
 
the population increase. In such studies proper attention should be given to
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to the fact that Latin American population consists of high percentage of children
 
and adolescents. Consequently, the IA-ECOSOC recommends that the Latin American
 
countries carry out such studies, and charges CIAP with coordinating them on an
 
international level and with providing the countries with the necessary technical
 
assistance, in collaboration with international specialized agencies.
 

17. Disparities in levels of development in Latin America do not coincide
 
with its political divisions, and there are depressed areas where living condi
tions are incompatible with human dignity and modern technological progress.

The CIAP, in consultation with other competent organs, should make a comprehen
sive economic and social evaluation of the depressed areas of Latin America and
 
propose special, immediate measures to bring about substantial improvement in
 
living standards of the people of these areas.
 

18. Considering the vital importance that structural reforms, particularly

agrarian reform, have for economic and social development, the IA-ECOSOC recom
mends that CIAP, in coordination with other regional specialized organizations,
 
prepare a uniform method of evaluating agrarian reform processes in Latin America.
 

19. The IA-ECOSOC takes note of the studies made by the Secretariat on
 
systems of agricultural insurance. It recommends to CIAP that on the basis of
 
this research, as well as any other that it deems advisable to undertake, and
 
with the cooperation of the IDB, CIDA, and other institutions, it study the
 
feasibility of putting into effect an inter-American system to reinsure invest
ments in agriculture and livestock. The governments should institute national
 
systems to insure and reinsure agricultural and livestock investments, taking

advantage of the benefits derived from the establishment of the inter-American
 
reinsurance system referred to.
 

20. With regard to the recognized deficiency of statistics and basic
 
information, the IA-ECOSOC identifies itself with the initiative taken by CIAP
 
of creating a working group in which the financial institutions will participate

for the purpose of establishing standards for achieving uniformity in producing
 
and compiling necessary statistics.
 

21. The IA-ECOSOC also recommends that if CIAP deems it necessary to
 
improve its present institutional structure in order to strengthen its activi
ties, it prepare a report containing the proposals it feels advisable and submit
 
it to the governments for their consideration.
 

/II. TRENDS IN
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II. TRENDS IN LATIN AMERICAN DEVELOPMENT
 
IN 1964 AND OUTLOOK FOR 1965
 

22. According to available information, the rate of development of the
 
Latin American economy shows signs of real improvement this year. Preliminary

data indicate that the region's product per capita will increase by close to

3 percent in 1964, a rate that is appreciably higher than any reached in iecent
 
years and higher than the figure given at Punta del Este as the minimum rate of
 
growth.
 

23, The results of the countries' determined efforts with regard to
 
their economic and social development policies under the Alliance for Progress
 
are already in evidence. 
Progress made in preparing and executing development

plans and in preparing projects have, given order and discipline to action; in

addition, they have helped to increase the flow of external financing,

especially official loans, a flow which was also favored by improved loan terms.
 
The gradual introduction of structural reforms is creating economic and social
 
conditions suitable for development. Lastly, the increase in the value of
 
exports during the last year has enabled economic activity in general to benefit
 
from the stimulus of greater revenues.
 

24. Immediate prospects, though promising, nonetheless indicate the
 
existence of certain critical problems that might reduce development possibil
ities in Latin America. These are as follows:
 

a. 	Despite the increase in exports in the past year, foreign trade
 
continues to be a major problem. 
It is essential to maintain the
 
1963/64 increases in prices for Latin America's customary primary

products and the consequent improvement in terms of trade.
 

b. 	Several of the larger countries must face the problem of extremely

high short-term foreign debts; an effort must also be made to avoid
 
the repetition of such situations in other countries of the region

where the development process is gaining momentum.
 

c. 
The 	flow of official capital to Latin America from various sources-
national, international, and private--has increased substantially

since the initiation of the Alliance for Progress. Nevertheless,
 
the balance of payments outlook in the immediate future (1965) based
 
upon reasonable estimates of possible export earnings and of import

levels compatible with the economic growth of the region, suggests
that the volume of external long-term financing for development must 
be increased by appreciable amounts, adequate to needs. It is, there
fore, necessary to speed up not only the flow of growth capital from
 
existing sources and from new ones, but also the disbursement of funds
 
already committed and those to be committed. In addition, greater

flexibility is necessary in the form and terms of development loans,

in order to be able to meet the region's requirements for external
 
resources.
 

/d. A common
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d. 	A common internal problem that persists in the region is the low
 
agricultural production and productivity. While some countries
 
have experienced an expansion in agricultural production for ex
ports, this has been obtained in part at the expense of produc
tion for internal consumption, which in many cases has decreased
 
in per capita terms. Annual fluctuations in agriculturalproduc
tion do not permit the establibhment Of a ttendin 'yields for the
 
last, three -or four-years, but an' ex~ainatio, of develbpment,(3r-re
form meastres taken in a Majority of-the.cbuntries ihdicates that
 
ro greatoprogress,has been mde>!except in ,isolated:capes in the
 
technical improvement of agriculture, in increasing agricultural

productivity, or in carrying out programs of agrarian reform.
 
Another important problem in agricultural production, closely

linked to the above, is that of marketing and the integration of
 
national markets.
 

e. 	A strategic factor facing the countries of the region in 1965 is
 
the achievement of proper levels of internal savings in the public
 
sector. Generally speaking, considerable effort has been made to
 
increase current revenue and check the rise in 
 current expenses.

Some countries have achieved positive results, but in all cases
 
this will continue to be a difficult and delicate problem.
 

f. 	Finally, there are the other basic problems that remain in those
 
countries of the area that are essentially agricultural, whose
 
revenues are low and whose economies depend to a large extent on
 
exports. In these countries are found the whole complex of develop
ment problems: 
 namely, internal limitations on the mobilization of
 
resources, the lack of qualified technical and administrative person
nel, limited ability to attract foreign private capital, and limited
 
access to the regular credits from international lending agencies.

These cases require special tieatment and specific measures in order
 
to support development efforts effectively.
 

/H1 - EXTERNAL
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III. EXTERNAL RESOURCES FOR DEVELOPMENT 

The volume of external public resources for development available
25. 

to Latin America has increased quite rapidly since the establishment 

of the
 

Alliance for Progress, and it is hoped that this increase will 
be accelerated
 

For these resources to satisfy the quantitative
even more in future yearE. 

and qualitative requirements of future development, it is not only 

necessary
 

that they be available, but that financing be granted under especially 
favorable
 

conditions.
 

26. The following would be particularly useful:
 

a. That the financing agencies intensifIythei policyof grant-. 

ing loans for programs, although continuing to grant credits for
 

This would mean a change in current practices
specific projects. 

of some lending agencies and would be in accord with the basic
 

of granting flexible loans that guarantee a stable
objective 

flow of resources for economic development.
 

b. That the industrialized countries, not now formally associated
 

with the Alliance for Progress, play a more active role in offer

ing financing under flexible conditions.
 

A change in external aid policy making it possible to insure the
 c. 

flow of funds primarily in accordance with the implementation of
 

programs rather than by fiscal or calendar year of the country
 

supplying such aid, since the establishment by national or inter

national institutions of financial systems that made it possible
 

to appropriate resources for several years would be of decisive
 

assistance in carrying out development programs, and would assure
 

continuity and certainty in the receipt of foreign resources
 

throughout the period of implementation of such programs, The 

possibility of taking advantage of the benefits deriving from a
 

financing system such as this closely depends upon the existence
 

of properly prepared development projects.
 

d. 	That the international and governmental credit agencies that
 

contribute to the financing of the Alliance for Progress provide
 

low-interest, long-term credits to cover the need 
for working
 

capital, especially by industrial enterprises in the Latin America
 

countries.
 

To this end, CIAP will make suggestiont as to the achievement
 

of this type of financing.
 

optimum util.ization of financial27. 	 These measures, designed to insure 
just as important as the resources themselves. To avoid unneces

resources, are 
sary delays, the recipient countries should establish suitable machinery 

to
 

enable them to use the credits more rapidly. Lending countries should contribute
 

by eliminating, whenever possible, restrictions on the transportation 
and origin
 

of merchandise and by simplifying procedures for using the loans.
 

/28. A:Vapid 
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 A rapid increase in the flow of private capital is also a requisite

for the 
success of the Alliance and to stimulate it, it must be borne in mind

that the entry of external private funds comesabout as the result of investment

opportunities, economic stability in the countries, and government development
 
policies.
 

29. An increase in the gross entry of public and private capital will not

be sufficient to compensate for the lack of resources unless at the 
same time
 a solution is found to the problem arising from burdensome amortization of the
external debt in the next two years. 
In some Latin American countries the high

amortization payments affecting the balance of payments are due to the fact that
maturity dates of liabilities have been concentrated within too short a period,

and do not mean that the level of their foreign obligations is too high. 
The

problem has arisen from a sort of vicious circle, since in the past, short
term refinancing was resorted to for debts maturing immediately. This situation

will then reappear unless corrective measures are adopted. 
If present conditions

continue it will mean the lack of a firm base for programming sustained develop
ment.
 

30. The temporary solution presented by CIAP for covering the lack of
external financing in 1965 would represent a first step towards a more adequate

structure for the Latin American external debt, and at the same time would
 
permit the countries most affected by this situation to face the problem of

amortizations in 1965 without slowing down their development process. 
In accepting the proposal presented in the CIAP report, the IA-ECOSOC wishes to emphasize the
importance of procuring the largest additional amount possible of new long-term

credit--either in the form of debt refunding or of financing 
for programs and
 
projects--limiting at a reasonable level the simple postponement of maturity

dates for liabilities falling due in the coming year and the contracting of new
 
short-term debts.
 

31. Short-term liabilities should gradually approach proportions considered

normal for commercial and bank credit. 
The principal creditor nations should
 cooperate to make this change possible. As exporters of capital goods, it would

be well for both their governments and their private sectors to establish more

favorable credit conditions for suppliers. Thus~they would succeed in stimulat
ing exports to Latin America, a region that already constitutes a sufficiently
attractive market to justify the granting of credits for periods of from 10 to
15 years, such as 
those now being extended by certain Euxopean countries to

other regions of the world. 
On the other hand, it is also essential that Latin

American countries make an effort to establish a suitable system to control the

contracting of short-term credits, and reduce to a minimum the delays in paying

for imports that now contribute to the general rise in costs for short-term
 
commercial and bank credit;.
 

/IV. PLAMPNh-G 
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IV. PLANNING 

32. Since the Latin American nations agreed at Punta del Este to prepare 
development programs as a means of rationalizing internal efforts and orienting
 
external financial cooperation, nine Latin American countries have presented
 
plans for evaluation by the Panel of Experts in accordance with the procedure
 
established in the Charter of the Alliance. Some of the remaining countries
 
will soon present plans and a majority of the others will do so in the coming
 
year.
 

33. The experience acquired during the first months of operation of
 
CIAP indicates that that body's efficiency in discharging its duties will
 
rise in proportion to the existbnce of suitably prepared and evaluated plans.
 
The system of country reviews, far from relegating long-term planning to a
 
secondary plan, emphasizes even more how much it is needed in order to increase
 
efficiency of internal policy and to establish firmer foundations for interna
tional financial cooperation. Plan preparation and evaluation, carried out in
 
the terms of the Charter of Punta del Este, will continue to represent in the
 
future, as they have up to now, an important contribution to the success of the
 
mission conferred on CIAP.
 

34. The planning process has already provided many countries with
 
certain valuable elements for systematizing and rationalizing public sector
 
action and for stimulating private sector action in conformity with the
 
general goals of the plan. It has also brought about improved knowledge of
 
fundamental problems to be confronted in economic and social development, more
 
effective utilization of available local resources, and orientation of external
 
financing towards projects of highest national priority.
 

35. It is of greatest importance to strengthen national comprehension 
of the fact that planning constitutes an approtriate procedure to achieve 
public and private action of benefit to all economic sectors and to overcome 
resistance by certain groups which refuse to eliminate structural defects 
still persisting in Latin American countries. 

36. The plans that nave been prepared have served up to now as a basis
 
for estimating the external financial resources necessary to support the
 
expenditures and investments which will permit the reaching of a set goal 
of economic development, but in some cases they have not taken sufficiently
 
into account that programs should be, above all, ways of reorganizing and
 
encouraging internal effort and expressions of basic governmental policy aimed
 
at ensuring the best use of national resources. In addition, the elements of 

economic development have not yet been adequately coordinated with those of
 
social progress.
 

37. The evident advantages attained by the Latin American countries in
 
adopting the principle of development planning have been partially counter
acted by adverse circumstances which the governments have not been in a posi
tion to overcome rapidly. But the countries of Latin America remain firm in
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their decision to continue forward in the fields of economic development and
 
social progress, in an effort to overcome the structural deficiencies which
 
in the past have impeded the reaching of higher levels of well-being. To that
 
end, they now declare their intention of planning development properly, over
coming existing obstacles and correcting the very serious defects still found
 
in the preparation and execution of development programs.
 

38. Experience in Latin American planning points to the advisability of
 
setting up pre-investment systems, by means of which basic statistics can be
 
improved, a more complete knowledge of human and natural resources can be
 
gained, viable and financially feasible investment programs and projects can
 
be prepared, and, the administrative structure aan be improved in order to make
 
it an effective instrument for formulating, executing, and directing development
 
programs.
 

39. In the preparation stage of the plan, it is necessary to have execu
tive officers at the different levels of government participate more actively
 
in formulating over-all strategy and presenting the different sectoral programs;
 
it is also necessary that the business, labor, and cultural sectors participate
 
to the extent needed and that the effort is made to keep the publid well
 
informed of the plan's objectives and of the means which will be used to achieve
 
them.
 

40. The very content of the plans should be improved in order to attain
 
the following main objectives:
 

a. 	To avoid the usual excessively broad goals and projections and give
 
greater importance to the sectoral analysis of programs, employing
 
methods which permit the presentation of at least a first quantita
tive estimate of the correspondence between the expenditures and
 
income planned for the main sectors, without which it is impossible
 
to set up a consistent structure of planned investment. The goals,
 
too, should be expressed in physical units and incorporated into
 
the work schedule of specific projects.
 

b. 	Considering that the private sector in Latin America generates a
 
high percentage of the internal product, great importance should be
 
given to defining and coordinating the policies that the governments 
will have to follow in order to influence the action of private
 
enterprise in accordance with the objectives chosen. In short,
 
policies on taxes, public spending money, exchange, credit, prices
 
and 	salaries, stimulation of exports and substitution of imports,
 
agriculture, and national market integration should be formulated
 
in definite and operative termg and should be adequately coordi
nated with the general goals assigned to the business sector.
 

/c. At the
 



c. At the national level, in view of the existence of great deficiencies 

in the economic structure of Latin America, the role played by public 

investment is of primary importance insofar as it is guided by social 

needs. On the other hand, private investment, even though an important 

factor, cannot play the principal role nor take the place of public 

investment in overcoming the aforesaid deficiencies. At the regional 

level, the need for a coordinated economy unifying the development of 

national communities and the interests of Latin America as a whole, is 

closely linked with the establishment of supranational agencies which, 

if provided with adequate powers, would make it possible to harmonize 

the different policies and give form to regional development, without 

prejudice to maintaining liaison with the several countries at the 

same time. 

d. In the preparation of development programs, greater emphasis should 

be given to the formulation of regional plans, incorporated into the 

national program and leading to the attainment of greater efficiency 

and coordination in government action at the regional level. At the 

same time, this effort will help to bring about a reasoned distribu

tion of basic investment, the harmonious development of the economy, 

and the most advantageous use of natural and human resources. 

e. The many defects still in the plans of the social sectors especially 

in education and health, must be overcome. Moreover, in the prepara

tion of general programs, greater attention should be given to income 

redistribution as one of the basic objectives of these programs. 

f. Owing to the extraordinary importance of the agricultural sector in 

most of the Latin American economies, high priority should be assigned 

to the planning of agrarian policy in general, and to its coordina

tion with agrarian reform programs. 

g. Greater attention should be given to financial programming in both the 

public and the private sectors. 

h. Lastly, the effort should be made to coordinate national development 

plans in order to help in the economic integration of the Latin 
American countries. 

/V. STRUCTURAL
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V, STRUCTURAL REFORMS AND OTHER ASPECTS OF DOMESTIC EFFORT 

1. Administrative Reform 

41. As mentioned previously, the operational phase of national planning is
 
the subject of attention in a large number of Latin American countries which
 
have completed the preparation of development plans or will soon do so.
 

42. Efforts to carry out Latin American planning have revealed the inadequacy
 
of present: public administration systems for efficiently and promptly filling
 
planning needs. It has been noted that among the many problems analyzed, those
 
which occur most frequently in the planning process are caused by defects in
 
administrative structure, scarciA-y of trained personnel and defective administra
tion of the financial resources placed at the disposal of government agencies.
 

43. Prompt, ample and strong action is required both by governments and
 
international organizations to modernize administrative machinery, especially in
 
those sectors which are basic for economic development.
 

44. As all planning phases are complex operations requiring trained
 
personnel at all levels, special attention must be given to the formation and
 
training of personnel for public administration.
 

2. Tax and Financial Reform
 

45. Since July 1963, tax reform has continued at a relatively fast rate. It 
may be stated that, since establishment of the Alliance, all the countries have 
made efforts to adopt tax structure reforms and to improve tax revenue administratior 

46. Practically all Latin American countries now apply a general income tax.
 
Also, it is observed that this tax incorporates a large part of the reforms
 
introduced in the last three years.
 

47. With regard to'property taxes, measures have been adopted in several
 
countries for the improvement of appraisal methods,and efforts have been made to
 
initiate or continue work connected with assessed valuation.
 

48. Reforms have also been made in the field of indirect taxation. In some 
cases these reforms have instituted a general system of sales taxes or have effected 
changes in existing system; in others, there have been changes in specific consumer
 
taxes or a consolidation of similar taxes.
 

49. Similarly, various modifications have been made in foreign trade taxes
 
especially with regard to imports. In general, it may be said that the tendency
 
has been to increase taxes on manufactured imports, especially luxury items, and
 
to lower those on raw materials and capital goods.
 

50. Notwithstanding the efforts made up to now by the different countries in
 
the field of tax reform the increase in current revenue has not been generally
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sufficient to make possible the volume of public savings required for the
 
effective implementation of the investment programs needed to speed up the
 
growth of Latin American economies. Therefore the process of tax reform must
 
be persisted in if its objectives are to be more perfectly attained.
 

51. There must be an intensification of efforts in order that the
 
process of tax reform may follow a program of systematic and over-all
 
reorganization of the tax system, in which not only the total income goals
 
to be achieved but the contribution of each tax to total collections are
 
determined. The program of tax reform must be part of the plan for economic
 
and social development, taking from it the estimates of anticipated expenses
 
as goals to which tax revenue should rise within a given number of years.
 

52. The income tax must be the object of new and careful-reforms, in
 
order to make it a more effective instrument, both for obtaining greater
 
resources as well as for the impressing of progressive elements on the system.
 
These organizational reforms must be closely supplemented by improvements
 
in the systems of tax administration, which present considerable problems in
 
the case of this tax.
 

53. Property taxes still occupy a minor position in Latin American tax
 
systems. Perhaps this is a field wherein extensive reforms should be intro
duced, in both the structure and administration of taxes. For instance, through
 
proper reorganization of land taxes, these could become an effective instrument
 
not only for collecting considerable revenue but also for encouraging increased
 
productivity and assisting with other land reform measures.
 

54. With regard to indirect taxes, attention is drawn to the obvious
 
importance of replacing indiscriminate taxes on sales and consumption with a
 
uniform, general tax on value added, thus reducing the regressive effect of
 
the former taxes and obtaining independent information on sales from the
 
corporationsthat would be fundamental in improving the administration of the
 
entire tax system.
 

3. Agricultural Development and Agrarian Reform
 

55. Agricultural production in Latin America has evolved slowly during
 
recent years, having grown at a lower rate, in general, than the population,
 
thus-denoting a trend toward stagnation or a slight deterioration in per
 
capita agricultural production.
 

56. Without underestimating other factors that adversely affect agricul
tural development, the deficient, anachronistic structure of land tenure, and
 
the political and institutional barriers to its change, constitute the principal
 
obstacles to the more rapid development of agriculture and, in general, of the
 
rural sector of the population of Latin America.
 

5'. An effective policy of agricultural development and agrarian reform
 

does not only represent an economic problem, centered around operation,
 
adoption of modern techniques, and marketing; it also involves an institutional
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and political problem. 
This last arises from the need to change the legal
status of existing properties in the legislation of most of the Latin American
countries in order to permit expropriation, in such a way as 
to make it
possible to change traditional agrarian structures and take proper use of this
 
scarce and inextensible economic resource.
 

58. 
 In accordance with this evaluation, stress has insistently been laid
 on the need for carrying out agrarian reform, in the Latin American countries,

based on changing the structure of land tenure so as to permit a better
distribution of income derived from agriculture, supplemented by other measures
such as agricultural credit, technical assistance, improved marketing, more
effective taxations, etc. This recommendation was included in the Charter of
Punta del Este and incorporated as one of the objectives of the A-iance for
 
Progress.
 

59. 
In compliance with the commitments thus undertaken, eleven Latin
American countries have enacted agrarian reform laws since 1961, while another
four had already done 
so prior to that date. 
In addition, other countries have
adopted various measures in connection with the agrarian problem, such as
settlement and agricultural-credit programs, which can contribute toward
 
achieving the reform.
 

60. The legislation enacted with regard to agrarian reform varies considerably from one 
country to another, but, in general, it may be observed that
certain principles that are considered essential for efficient implementation

and successful reform are being accepted. 
Among others may be '-ntioned the
zoning of reform, its integration into national development plans, the introduction of diversity into land-tenure-patterns, payment in bonds for expropriated

property, the establishment of economic farming units, etc.
 

61. 
Despite the legislation passed since 1961, very little progress has
been made to date insofar as concrete achievements are concerned, particularly
in the field of redistribution of land, especially if we take into account the
magnitude of the agrarian problem faced by Latin America. 
The laws enacted
have not yet generated programs of sufficient scope and intensity to have a
significant effect upon changing the region's agrarian structure.
 

62. 
 A slow pace in activities in this field during the next few years
cannot be justified; the increasingly notorious weakness of agricultural development will make it more and more necessary to solve the problem of changing the
agrarian structure of the Latin American countries rapidly and thoroughly.
 

63. Consequently, in order to proceed with reforms at the required pace and
to the extent necessary in the immediate future, the countries should clearly
define their land-tenure policies and draw up definite programs and projects
to implement them rapidly and efficiently. 
In this work they should continue
to receive advice and maximum cooperation from the competent regional and

international agencies. 
They should also rely increasingly on external
financial support for the implementation of these programs. 
In this way it will
be possible to carry into effect the basic ideas contained in the Charter of
Punta delEste, which have produced a notable change in national attitudes toward
 
the need for changing agrarian structures.
 

/64. The IA-ECOSOC
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64. The IA-ECOSOr declares its satisfaction with the creation and
 

operation of the Inter-American Agrarian Reform Center, which fulfills a long

felt desire of the governments and will make it possible to consolidate
 

hemispheric action in this field, based on continuing experience in research
 

and training in sciences related to the subject. The IA-ECOSOC is also grati

fied with the recent establishment of various national agencies concerned with
 

research and training in agrarian reform, and with the fact that others have
 

been strengthened in such a way as tc give effective assistance in achieving
 

the objectives of the Alliance for Progress. The IA-ECOSOC believes there is
 

a need for the international institutions forming part of the Inter-American
 

Committee for Agricultural Development to expand their support of national
 

programs for personnel training, research, and the preparation of specific
 

projects in the field of agrarian reform, and for the action of already
 

existing institutions to be coordinated.
 

65. Taking into account that processes of agrarian change are accompanied
 

by the need for a greater amount of financial resources to be made available
 

in a flexible and timely manner to permit the economic advancement of agricul

ture., the IA-ECOSOC recommends to the Inter-American Development Bank that
 

it study the possibility of expanding its agricultural-promotion credit opera

tions in the areas under reform, in the shape of specific programs and lines
 

of credit on bases and standards generally in use, to be applied by national
 

financing agencies to agricultural and stock-raising activities. It is also
 

suggested that the Bank study a way to expand its credits for promoting the
 
This includes operations
development of the industrial and service sectors. 


with national industrial credit institutions that receive as a guarantee the
 

agrarian-reform bonds issued by the governments of countries in the process
 

of transformirg their agrarian structure. Finally, the Bank is advised to
 

study ways to promote the strengthening of national securities markets in the
 

area, including placement in these markets of agrarian-reform bonds issued in 
the hemisphere. 

66. For the same purpose, the IA-ECOSOC recommends to the governments of
 

the member countries that they establish adequate systems to meet requirements
 

for seasonal credits, in order to guarantee remunerative prices to small- and
 

medium-scale farmers for food products and agricultural raw materials. It
 

also asks the inter-American Development Bank and the International Monetary
 

Fund to furnish advisory services in this field to the governments that so
 

request.
 

4. Integration of National Markets
 

67. In many countries there is a more or less complete separation between
 

different groups of the population, some of them being located in the centers
 

of development and others in the periphery, often without the slightest bonds
 

of comnranication between them.
 

6B. In.many cases, efforts are being made to eliminate this lack of
 

integration among the different sectors of the population; renewed energy
 
should be devoted to such efforts.
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69. Basically, the problem should be attacked through measures designed

to achieve greater integration of domestic markets. 
It is essential that the
goods produced in the rest of the country be made accessible to remote
 
rural communities. It is also necessary to find outlets for the products

from those localities, at the same 
time establishing suitable methods of
distribution that prevent excessive profit margins that now benefit mainly

the middleman, reducing participation by the producers in the profits derived

from marketing their products. 
This greater integration of markets will
bring about a pronounced modernization of living conditions in hitherto
 
isolated communities.
 

5. Participation of the People in Development 

70. To attain the objectives of economic growth and social change set
forth in the Charter of Punta del Este, active participation is required on
the part of the great mejorities. Unfortunately, a large part of the Latin
American citizenry, particularly urban and rural groups of wage earners, has
 
not had an active part in promoting development through economic, political,
 
and social means.
 

71. 
It is essential that the central government encourage the participa
tion of majority groups in the development effort. 
To that end it should
 create or strengthen middle-class social structures, since the present system

restricts individual and group initiative and is unsuitable for promoting

real access of the majorities to education and wealth or permitting their
 
influence to be felt in governmental affairs.
 

72. Promotion by the people presupposes, in particular, maximum
 
organizational facilities for all institutions from that of the family,

the neighborhood, the community, the trade union, on up to the city or
 
region, so that, having surmounted paternalistic concepts, the mass of the
 
people may forge their own destiny.
 

73. 
 Such collective effort is of special, urgency and complexity in

the rural area of Latin America, where 
a more or less generally archaic
economic and social structure constitutes the greatest impediment to active

participation of the people in the life of the country.
 

74. The system of cooperation by the people is one of the most effective
 
means of fulfilling the objectives of the Alliance for Progress, in that it

facilitates the understanding and adoption of the Alliance doctrine by the
people for whom it was formulated. 
In Latin America this system constitutes
 
an effective means of economic and social integration, of particular benefit
 
to the depressed areas, being based on permanent democratic coordination
 
between the different levels of decision and execution and on a maximum

participation of the human element. 
 Such a system encourages and ensures

free decisions by communities as to the fulfillment of their needs, at the
 
same time permitting the fullest compliance with national planning
 
regulations.
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75. For the reasons noted, the governments should adopt programs on a 
national scale to incorporate majority groups in the development process.
Such programs would be based on cooperation by the people and community
action, and these constitute effective and necessary instruments for community
integration based on development planring. 

76. To carry out this type of program, training courses should be 
established to facilitate the exchange of information between countries--with 
the voluntary participation of university students in the member states-
and obtain technical cooperation and financial aid for these programs.
 

77. The IA-ECOSOC recommends that the financing agencies within the 
Alliance for Progress establish the special machinery contemplated in theCharter of Punta del Este (Title II, Chapter 1.4) for the purpose of extending
over-all lines of credit for popular promotion or cooperation, on flexible 
and timely terms permitting the direct extension of benefits to a majority

of the people of Latin America.
 

/vI. SOCIAL 
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VI. SOCIAL PROGRAMS IN DEVELOPMENT 

A. PURPOSES AND INSTRUMENTS OF SOCIAL POLICY
 

78. The Charter of Punta del Este gave approval to the close relation
ship between economic development and changes in the social structure, by
which the latter can be converted into the proper setting for the creation
of the human incentives and skills that are indispensable for development.
Social policy must not only offer an 
improvement, which may be temporary,

in the standard of living of the dispossessed classes, but also eliminate

the privileges that prevent men from performing the social tasks for which
they are best qualified. In this sense 
social policy is a prerequisite of
the effectiveness of the development policy and should be designed in such
 a way that at the same time it is seeking to relieve tensions, it awakens
iftmen a sense of dignity and hope that will provide the incentive and
 means for acquiring the knowledge he needs to fill the role in which he may

be most useful to himself and to society.
 

79. In accordance with those ends, the social policy demanded by the
Latin American people is inseparable from the economic and insti+, +ionnaspects of the change that is at the basis of development. This means that
all action and measures included in development plans form part, to a greater
or lesser extent, of a social policy and must conform with its objectives.
This also implies that planning, and in general the policy of development,

should not be concentrated exclusively in investment programs in such fields
 as housing, health, etc., without simultaneously seeking improvement in
income, distribution through a series of measures in the broad economic and
social field. The inclusion, among others, of well defined policies on employment, manpower training, wages, benefits, and prices, is therefore an indispen
sable element of social policy.
 

80. 
Although it is generally agreed )hat the Alliance for Progress

implies not only economic development but also the creation of a society
that is coordinated and capable of progress, the complete application of the
principles of social policy has not yet come about. 
In addition to the
almost total lack of integration of social programs in development planning,
a general lack of attention is observed to the effects of economic policy on
wages, manpower use, and income redistribution. 
On the other hand, planning


.for education, health, housing, and labor matters is characterized by
deficiencies in the basis of information on which it rests, and in the
methodology used in estimating requirements in those fields. 
Effective
improvemnt in the preparation of social projects and programs and the adequate correlation of these with the economic goals of development constitute
 
one of the most widely felt needs of the countries.
 

B. EDUCAT!O4 

81. The concern with studying and planning manpower is ne-in the area.Lack. of experience in this field accoimt .'or most of the failures of actiontaken in the field of education. The need 
o improve knowledge regarding
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manpower and its relation to educational planning and general development

is all the more urgent when it is considered that decisions made today will

determine almost inexorably the course and destiny of a generation. Although

some slight progress has been made in organizing educational planning offices,

little has been done in the matter of studying manpower. This is one aspect

to which one of the highest priorites should be assigned for receiving technical
 
assistance from the specialized international organizations.
 

82. In general, the countries of the area have increased their allotments for education. 
 In some cases, this increase has been so significant as
 
to enable school enrollment at all levels to grow at a rate averaging twice

that of population growth in the region during the 1963-64 period. 
In
 
elementary education, the increase in enrollment is about 7 percent; in second
ary education it is 8 percent, and in higher education 11 percent. 
Finally,

in several countries, literacy and adult-education programs have been expanded.

An effort has been made in most cases to improve these programs by increased 
use of modern methods and audiovisual equipment. Moreover, efforts have been

continued to remedy the shortage of school buildings at all educational levels.
 
In some cases, this is being done with international financial assistance,

while in others, principally in the rural areas, the aid comes from the
 
community.
 

83. A large part of this effort has benefite d elementary education.

The shortcomings already observed in manor surveys are especially harmful 
to intermediate technical education and to higher education, wherein the
 
greatest anachronisms are noted, both with reference to preparation and to
 
systems in use. In addition to more investmentsto increase the capacity of

these levels, drastic changes are needed, 
which also require technical and
 
financial assistance.
 

84. 
In their development programs, the governments should assign suitable

priority to promoting education and science, taking into account the general

development objectives. 
 The IA-ECOSOC recommends to the General Secretariat
 
of the Organization of American States that cooperation with UNESCO be inten
sified, through the Joint 0AS-UNESCO Committee, with a view to ensuring aharmonious and effective coordination of the activities of the two organiza
tions, particularly in connection with projects capable of encouraging the 
financing of educational and scientific programs within the framework of 
national development plans. 

C. HEALTH
 

85. At Punta del Este, the Latin American countries agreed to work to
 
improve the health of their peoples and to increase life expectancy at birth
 
by at least five years within the ensuing decade. Some progress has been

achieved in this direction which, while it is still insufficient, shows the
 
concern that exists in the fields of planning, imnrovement df health statis
tics, of personnel training, improvement in the organization and administra
tion of services, environmental sanitation, particularly as regards water
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supply and drainage, the fight against diseases, nutritional improvement, and
the rational organization of medical-care services.
 

86. 
The IA-ECOSOC recommends that the international credit agencies
broaden their lending by the adoption of flexible financing systems, 
so as to
intensify and extend development of programs for supplying drinking water to
 
urban communities.
 

87-
 Owing to the interest shown by the countries and by international
financing agencies, there has been a significant step-up in the installation of
urban water-supply systems in recent years. 
However, the supplying of drinking
water to rural areas continues to be one of the more neglected fields in the
field of public health. It is necessary that external loans be obtained under
favorable conditions and that the active participation of communities in
 
programs to overcome this deficiency be encouraged.
 

88. The IA-ECOSOC suggests that when studies are being prepared on resettlement, urbanization, road-building, and other programs, health-service requirements should be taken into account, and that when applications for international
financing are made, sufficient funds should be included to take care of the
necessary expenses in this area. 
It will be advisable to use the 'cchnical
 resources of the ministries of health at the national level and the advisory
services of the Pan American Health Organization in programming campaigns of
 
investment in public health.
 

89. 
In the field of medical care, the ratio between hospital beds and
population has, generally speaking remained stationary. In some cases there
 
has even been a falling-off. 
Moreover, training opportunities for medical

and health officers are very limited. 
The IA-ECOSOC thinks that consideration 
 should be given to the possibility of establishing a regional school
 or center to meet this need. 
The General Secretariat of the Organization of

American States might undertake a study on this matter.
 

90. 
 The IA-ECOSOC has noted the progress made in the continental program
for the eradication of malaria, in spite of the existence of certain technical
problems in some of the covntries. In addition, programs aimed at the eradication of smallpox and yellow fever have continued, together with the ones for
the control of communicable diseases such as tuberculosis, poliomyelitis, and
 
others.
 

D. LABOR POLICY
 

91. The deficiencies mentioned in connection with social policy and
planning are especially acute as regards labor policy. 
It is imperative that
the countries of Latin America adopt, without further delay, definite positions
as regards labor policy, in view of the special impact that it has on social
and economic development. However, as 
a previous condition to such action,
the countries should make studies on the economically active population, employ
ment and unemployment, salary and wage structures, etc.
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92. In most cases, policies adopted in the labor area have failed not
 
only to make a clear definition of objectives but also to establish suitable
 
coordination with other aspects of economic and social policy and with general
 
development programs.
 

93. It is necessary that wage policies be established to ensure workers
 
proper remuneration for the part they play in total production. Also, in order
 
to accelerate the economic and social development of Latin America, the govern
ments should encourage change in traditional business structures, so that
 
efforts to achieve greater productivity may be accompanied by an increased
 
participation by workers in management, capital, and profits when this should
 
prove advisable in order to raise the production levels for the common benefit
 
and to achieve the investment levels needed to attain rapid economic and
 
social growth.
 

94. Recommendation is made, moreover, that adequate technical and finan
cial assistance be provided to promote the establishment, and extension of
 
activities, of the workers' cooperatives and banks.
 

95. The IA-ECOSOC identifies itself with the recommendations adopted by
 
Committee VII at its meeting in Buenos Aires.
 

96. In order to achieve greater participation by workers' groups J.n the
 
formulation of policy directives for the Alliance, it would be advisable to
 
put into practice the provisions of the Declaration of Cundinamarca regarding
 
the inclusion of representatives of labor ministries and of democratic
 
workers' groups in the delegations sent by the various countries to inter-

American meetings.
 

97. The IA-ECOSOC recommends to the Secretary General of the Organization
 
of American States that he intensify the policy of coordination with the Inter
national Labor Organization in the implementation of projects and programs
 
designed to achieve the economic and social development of the Latin American
 
countries.
 

E. HOUSING
 

98. The seemingly important efforts which the countries have thus far
 
made to solve the housing problem, such as structural and operational improve
ments, preparation of plans, establishment or strengthening of means of
 
internal financing, etc., have not yet had as significant an impact as the
 
magnitude and character as the situation requires. Contrary to what had been
 
hoped, the disproportion between the increasing number of families and housing
 
construction continues to grow from year to year.
 

99. In this regard, we should mention that housing agencies have not
 
attained the level activity and efficiency that wzas anticipated, owing, among
 
other reasons, to the lack of a definite policy, to internal financial diffi
culties that delay and obstruct the use of the foreign credits that have been
 
obtained, to lack of middle-level specialists, and to weaknesses in regulations
 
and procedures for-making housing assigments. In addition, failure to make
 

/use of
 



- 45 

use of efficent and productive construction methods and attachment to traditional building techniques and systems are reflected in a low return on invest
ment in terms of housing units produced and in high unit cost.
 

lO0. 
 The IA-ECOSOC believes that the government should use some imagination
in developing new policy lines that will make it possible for the agencies charged
with carrying out plans to control factors adversely affecting operations and the
achievement of hoped-for goals. 
 Among other points for consideration the
 
!A-ECOSOC considers the following important:
 

a. The possibility of solving housing problems in Latin America is
directly related to maximum and optimum utilization of the city

land, presently insufficient, especially as 
regards urban renewal.

To a large extent, the feasibility of' 
a massive construction program
that will make use of the high public investments in a traditional
 
city depends on the preparation of a new statute governing urban-land
tenure that will discourage buying up, and speculating in, this limited
 
economic resource, by rendering the needed terrain subject to expropriation. The establishment of this new juridical institutional regime
involves a political problem that must be faced as 
soon as possible.
 

b. 
Emphasis in building and in the building industries should be concentrat
ed on basic housing, especially for those groups most in want thereof,
so that popular housing policies may truly and directly benefit the
 
needy masses of Latin America.
 

c. 
Success of a popular housing policy presupposes moreover prime considera
tion of the problem posed by lack of sufficient income in the most
 
numerous 
segment of the population and by unequal distribution of

wealth among the various social levels. 
The need then arises to obtain
public resources or social funds that will make it possible to subsidize
 
those that have 
a human right to basic housing but cannot afford it
 
owing to market circumstances.
 

d. In planning housing at the neighborhood or 
community level, consideration
 
must be given not only to the building of housing units but also to
social investments for health, education, recreation, etc., 
that will

make it humanly possible to lead a decent life in 
a civilized community.
 

101. To facilitate the financing of housing programs, the IA-ECOSOC asks the
inter-American Savings and Loan Union for Housing to establish, as 
soon as possible
a system of reinsuring mortgage credits for financing housing of social interest
in Latin Anerican countries, and to"study a ofsystem reserves and readjustments, ora combination of both, to project maintenance of the value of the mortgage debt. 
 It
requests the Inter-American Development Bank to study the possibility of participating in the system, once it is established, in order to 
ensure its widest possible
extension. 
Finally, in connection with this matter, the IA-ECOSOC recommends to
the governments that they study the advisability of adopting legislation that will
permit the national savings and loan institutions for housing to participate,
through the Inter-Anerican Savings and Loan Union for Housing, in the mortgage
credit operations 
carried out by the savings and loan systems for housing of other
countries of the Western Hemisphere and to 
invest directly in mortgage credits under
national insurance systems and in their corresponding reinsurance, taking into account
the legal and institutional requirements of the individual countries.
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VII. NEW FEATURES OF THE ALLIANCE FOR PROGRESS PROGRAM
 
FOR INFORMATION AND MOBILIZATION OF PUBLIC OPINION
 

OF THE ALLIANCE FOR PROGRESS
 

102. The Inter-American Economic and Social Council, in its Meeting at
 
the Expert Level, believes it necessary to reorient and systematize the work
 
of explaining and publicizing required to make it understood that the Alliance

for Progress is primarily a multilateral policy and tactic for accelerating

the development of Latin America. 
For this reason, any mobilization of nation
al forces in support of the reforms and objectives established in the Act of
Bogotg and in the Charter of Punta del Este must be considered as a contribu
tion from each country toward fulfillment of the common commitments. 

103. The mobilization of public and social forces in a will to progress

is a decisive element for the sucess of national development efforts in the
 
Latin American countries.
 

104. Such mobilization can be effective only when the public is contin
ually informed and consulted during the planning process, and plays a real

role of definite action, based upon a knowledge of the implementa-on of develop
ment programs.
 

105. This is the essence and meaning of the Ideological and Political
 
Advance of the Alliance for Progress movement, according to resolutions adopted

by the inter-American Economic and Social Council at its various annual.meetings.
 

106. It is therefore necessary to maintain intense ideological action,

directed toward explaining the nature and purposas of the Alliance and its
 
concrete achievements, through the use of modern methods and techniques of
 
communication, in an effort to project its qualities of renewal into the dif
ferent sectors of citizen life.
 

107. At the same time, the IA-ECOSOC renews its appeal to the member
 
states that they continuously and determinedly promote campaigns for publicizing

the principles and achievements of the Alliance for Progress and that they give

their fullest cooperation to campaigns undertaken by the General Secretariat of

the OAS. 
 For this purpose it is necessary to give attention to the following

basic activities, among others:
 

a. The development of a program adapted to the national or regional
ethos, jointly conceived and put into action by the government of 
each country, CIAP, and the General Secretariat of the OAS, and 
organized on the basis of the experience acquired and the results 
of activities already carried out. 

b. The stimulation of greater participation by the private sector in 
publicizing the objectives and attainments of the Alliance for 
Progress. 
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108. 
In the light of the foregoing, and with a view-tQ Putting into
practice the measures here proposed, IA-ECOSOC approves the actions and
recommendations listed below, and recommends the following guidelines with
respect to the activities which should be developed, taking into account
the special circumstances of each country and the experience obtained up to
the present.
 

Objectives
 

109. 
 To create a clear awareness both of the meaning of the country's
owm effort as an indispensable element in rapid social and economic development, and of the multilateral'nature of.the Alliance.
 

a 0.d To.promote participation by all social sectors in the formulation
and execution of national or regional development plans.
 
111. 
 To this end, the agencies mentioned in paragraph 114 shall encourage the use of the different techniques of communication and consultation and
make use of the different media which exist in each country.
 

112. 
 With respect to the foregoing'these agencies shall request the
cooperation of different entities in the public and private sectors and work
in close coordination with the national planning agencies.
 

113. 
 In addition, they shall participate in publicizing specific programs,
such as 
those which deal with measures aimed at encouraging integration of
national and regional markets, community development, and educational and cooperative activities.
 

Organizations
 

114. In fulfillment of the objectives here set forth, IA-ECOSOC
 
recommends:
 

a. At the national level: 
 That each member state determine the agency
that shall be responsible for fulfilling these objectives and provide
for its financing. Notwithstanding, IA-ECOSOC, after evaluating
the results achieved by the national agency, may appropriate funds

for specific programs.
 

That the national agency be responsible for regular transmission of
all information on that country's accomplishments within the Alliance
to each of the other national agencies in the region and to the regional organization, giving special attention to programs and activities that may be of general interest.
 

That each country clearly identify, in order of priority, the
population sectors to be reached through information programs, and
the most suitable communication media to be used in each case.
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b. 	 At the regioaj level: That the Pan American Union, in its 
capacity as Secretariat of the Inter-American Economic and
Social Council d . CIAP, handle the exchange of information 
on the various undertakings being carried out by the countries 
in fulfillment of their commitments under the Charter of Punta 
del 	Este.
 

That financing of the information program at the regional level 
be incorporated into the budget of the SpeCial Development 
Assistance Fund. 

Evluation 

115. In its annual report to IA-ECOSOC, CIAP shall include an evalua
tion of the results of the action taken by each national agency and by the 
regional organization ftr purposes of the assignment of funds. 

RECOMMENDATION 

116. That Committee III of this Meeting consider for 1965 the pos
sibility of assigning, within the Special Development Assistance Fund,.
additional sum of 

an 
one hundred twenty thousand dollars ($120 000) as a

contribution to financing activities of the national agencies responsible
for the aforementioned functions. 
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DOMESTIC EFFORT AND THE REQUIREMENTS FOR
 
EXTERNAL FINANCING IN LATIN AMERICA _/
 

(Country reviews made by the Subcommittees-of the CIAP)
 

I. INTRODUCTION 

1. The present document is :submitted to the Second Meeting of the Inter-

American Committee on the Alliance 
 jr Progress (CIAP), in compliance with the
 
provisions of the "CIAP Procedure for Annual Country Reviews" approved at the
 
First Meeting. 
In accordance with that procedure, the respective Subcommittees
 
of the CIAP have made the cycle of country reviews and the conclusions and
 
recommendations of their work have been incorporated in the minutes of each of

the Subcommittees, and should be submitted to the CLAP, which, thus will be in a
 
position to assume the duties described in points c, d, ad e of provisions 3 of
 
Resolution 1-M/63 of the Inter-American Economic and Social Coancil, regarding

the estimate of the over-all requirements of Latin Amcrica for external financing

and their distribution by countries. 
The text of the aforementioned provisions,
 
as well as of the "CIAP Procedure for Annual Country Reviews," is reproduced in
 
Annex 1 to Appendix A, page.121.
 

2. In accordance with the provisions for the first stage, indicated in the
 
pertinent procedure, the Subcommittees have examined the situation of each of
 
the countries of Latin America in a series of meetings that ran from August 11 to
 
October 23, 1964. 
The dates of the meeting of these Subcommittees appear in
 
Annex 2 to Appendix A, page 125.
 

3. The Subcommittees had available some reports evaluating plans, prepared

by the Panel of Experts, and the basic papers by the Secretariat or the technical
 
staff of the Panel, according to the case; 
some of them also had supplementary

documents presented by the countries themselves. The list of these documents
 
appears in Annex 3 to Appendix A, page 126.
 

4. In accordance with the provisions, each Subcommittee examined.the course
 
and trends of development of the corresponding country, its domestic effort, and
 
the requirements for external financing, embodied in projections of the balance
 
of payments. Naturally, the accuracy of those projections and their agreement

with the requirements for financing and the capacity of absorption of the various
 
sectors of the economy depend on the existing information and analyses. In some
 
cases, the Subcommittees and the technical agencies that made the basic studies
 
encountered difficulties with respect to the quality and availability of informa
tion, facts that are inevitably reflected in the projections. Despite this, it 
can be said that the Subcommittees, with the help of the financing agencies, carried 
out their duties with objectivity, and the estimptes resulting from their work,

while they may in some cases by subject to appreciable margins of error, in general

show ordezrs of magnitude that constitute valid guidelines for the international
 
cooperation embodied in the Alliance for Progress.
 

1. Prepared by the Secretariat in collaboration with the Panel of Nine.
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5. Apart form the projections of the balance of payments, the document 
makes use of a series of data on the situation and prospects of the economic 
development of the countries of the region. With the exceptions indicated 
in the text, those data are from the evaluation reports prepared by the Panel 
of Experts and the working documents employed by the Subcommittees. Because 
of the serious lack of time, it has not been possible to verify carefully or 
bring each of them up to date. Because no objections to these date have been 
raised by the participants in the meeting of the Subcommittees, including the 
representatives of the countries themselves, it can be assumed that they have 
their acceptance. 

6. According to the provisions of the "Procedure" mentioned above, the 
recommendations of the Subcommittees were to have been submitted to the CIAP 
at its Second Meeting, which means that the collection of minutes resulting 
from the work of the Subcommittees, and especially the conclusions of those 
minutes, were to be presented officially as working documents of the meeting. 
It has been considered, nevertheless, that it would be useful, for facilitating 
the analysis and decisions of the CIAP, to precede those minutes by a summary 
of the estimates made and a systematic rdsumd of the observations and recom
mendations of the Subcommittees. In general, in this summary, an attempt has 
been made to include exclusively those aspects that appeared in the conclusions 
of the minutes, although frequently, in order to aid or illustrate the basic 
reasoning, use has been made of information or analyses that appeared in the 
working documents or were publicly expressed during the meetings. 

/II. GENERAL
 



II. GENERAL SUMMARY 

1. Growth Rate of the Latin American Countries
 

1. In order to comply with the mandate received from the First
 
Meeting of the Committee, the CIAP Subcommittees surveyed the develop
ment of the Latin American countries since the signing of the Charter
 
of Punta del Este, and, in some cases, over longer periods of time.
 

2. Their examination showed them that in the years since the
 
establishment of the Alliance 
in August 1961, most of the countries of the
 
region achieved or surpassed the objective of a 2.5 percent increase in
 
gross national product per capita, indicated in the Charte- as the minimun
 
desirable. However, owing to the weakness of Argentina and Brazil, which
 
together account for 51.5 
of the region's GNP--a weakness expressed in a
 
decline in their per capita pro.uct, especially in 1963--the total rates
 
of increase for the region are low: 2.7 and 0.8 percent in 1961 and 1962,

respectively, and a decline of 0.8 percent in 1963. 
Without prejudging

the analysis to be made later of the case of these two 
countries, it can
 
be said that their situation has temporary characteristics that will very

probably disappear in the near future. 
The region's prospects for growth

would then improve considerably, for in the other seventeen countries the
 
GNP increased 0.9, 2.8 and 2.2 percent in 1961, 1962 and 1963, 
 respectively.

In the latter two years these countries surpassed the minimum goal of
 
Punta del Lste, which was not reached if the region is considered as a whole.
 
Table II.1 shows the rate of increase in GNP for all the countries, based
 
on information in the working documents.
 

3. The Subcommittees on Bolivia, El Salvador, Nicaragua, Peru, and

Venezuela expressed particular satisfaction with the rate--rapid, in some
 
cases--of development in those countries. 
In addition, Chile, Colombia
 
Costa Rica, Ecuador, Mexico, Panama, and Paraguay also showed, on 
the
 
average, a growth trend approaching the objective of Punta del !!ste, though

it seems in some of them to have diminished in 1963. For the Dominican
 
Republic complete information was not available, but the chief indicators
 
seem to show that it surpassed that goal. 
On the other hand, the Subcom
mittees expressed concern over the contraction of the Argentine and

Brazilian economies and the unfavorable trends found in Guatemala, Haiti, 
Honduras, and Uruguay despite isolated growth in some years. 
The loss of
 
vigor reflected almost generally in the development rates for 1963 was an
 
object of concern. 
An attempt will be made farther on to identify the
 
factors that caused this reduction.
 

4. Even though the year 1964 was not studied by the Subcommittees,

it may be tentatively inferred from the information contained in the working

documents that the current year will show an increase in the growth rate. 
That impression is reinforced by the fact that, Argentina and Brazil already
show signs of recovery. Moreover... vailable indices of production for
 



Table I.1 

RATE OF GW7H OF THE LATIN AMEICAN COUNTRIES
 

Percentage variation in GNP
 

Rate of population over the previcua year
 

Total 	 Per capitagrowth 


196L 1962 1963 1961 1962 1963
 

1. Argentina 	 1.8 5.9 -3.3 -4.7 4.0 -5.0 -6.4
 
2. Bolivia 	 2.5 3.4 4.1 6.2 0.9 1.6 3.6 
3. Brazil 	 3.2 7.3 5.4 1.6 4.0 2.1 -1.6 
14. .*Che 	 2.3 4.4 7.1 2.5 2.1 4.7 0.2
 
5. Colcubia 	 2.8 4.9 5.5 4.1 2.0 2.6 1.3
6. Costa Rica 	 3.7 -1.2 8.6 7.2 -4.7 4.7 3.4 
7. Ecuador 	 3.0 4.1 4.9 5.3 1.1 1.8 2.2 
8. El Salvador 	 3.5 7.7 9.1 8.2 4.1 5.4 4.5 
9. Guatemla 	 3.1 3.8 2-6 7.5 0.7 -0.5 4.3 

10. Hsiti" 	 2.9 -1.6 6.8 3.0 -4.6 3.8 o.1 
11. Honduras 	 3.2 3.6 6.0 2.1 0.4 2.7 -1.1 
12. Mexico 	 3.1 3.5 5.0 6.0 0.4 1.8 2.8 
13. Nicaragua 	 2.9 6.5 10.5 11.6 3.5 7.4 8.5
 
14. Panama 	 2.9 8.1 9.7 3.6 5.2 6.8 0.7 
15. Paraguay 	 2.7 5.7 l5 5.0 2.9 -1.2 2.2 
16. Peru 	 2.6 9.2 7.4 3.7 6.4 4.3 1.1 
17. Dominican Republic 	 3.5 1.0 10.7 8.o -2.4 7-0 4.3 
18. Uruguay 	 1.3 2.4 -2.2 -2.0 1.4 -3.5 -3.3
 
19. Venezuela 	 3.1 0.4 7.1 6.0 -2.6 3.9 2.8
 

Latin America 	 2.9 .5.3 3.7. 2.1 2.7 0.8 -0.8 

•r 	 Latin Americai excluding 
Argentina and Brazil 2.8 3.7 5.6 5.0 0.9 2.8 2.2 



Table -. t(Cont.) 

Sources: 

Country numbers:
1 "Cuentas 'Nacionlesde la Repblica Argentina" 
-
series published by the U4ational Development
Council. Doc. CIAP/140, Table 1.2 For 1961: Lstimate of the technical personnel.

3 -

For the other years: Doc. CIAP/121, Table 1.Brazilian Lconomic Institute. 
Fundag~o Gettlio Varg-ns.
4 - Doc. CIAP/142, Table 1.Fulfillment of national development progrrm, 1961-1970; Planning Office, CORFO. Doc. CIAP/128,
Table 1..
 
5 
- For 1961 and 1962, Bank of the Republic: 
 "Cuentas i> cionales 1950-1961" and "Cuentas iM cionales 1962." 
 For 1963, preliminary estimate prepared by the IBRD.
6 - 8, 9, 11 and 13. Doc. CIAP/98, Table 1.For 1961, 1962, and 1963 review of national accounts made by the nationalplanning offices, with the cooperation of the Joint Programming Mission for Central America.Projections for 1964, 1965,and 1966 are taken from the general guidelines for preparing plans
of the respective Central Aerican countries, drawn up by the aforementioned agencies.
Doc. CIAP/1OT. Addenda 1, 2, 3, 4, and 5.
7 - For 1961, General Lconomic .and Social Development Plan, Book One, Table 1-1. For 1962 and
1963, estimates of the Central Bank and of the i.tional Economic Planning Board, Table 1 ofthe "Resumen de la 2voluci6n de la *conomia 3cu.toriana, las Metas Principales y el Financiamiento del Plan en 1964-1965," working document presented by the technical personnel of the
Panel of Experts to the .ubcommittee of the CIAP on Ecuador.
10 - For 1961, Tripartite _iission. 

12 -
For 1962 and 1963, estimates of the Secretariat of the C!AP.Based on table over-all Supply and Dem znd 1960-1963 and 1964-1965 Prajection, Technical Group,Ministry of Finr.nce and Bank of iiexico. 
 Published in "La Evaluaci6n del Plan de
ta de 1Mexico," diocument submitted to the 

icc16n Inmedia
14 - ClAP by the Panel of i&-certs, Table IV-4.Information sent by the Statistic;-l and Census Bureau to 
the technical personnel of the P,:.elof Experts.

15 -
For 1961 and 1962, "Cuentas 1.acionales del Paraguay," Vol. I, Technical Secretariat for Planning.
For 1963-1966, estimates of the Secretariat of the CLAP.
16 - Public investment program 1964-1965. 

Doc. CLLP/115, Appendix B 1.ration-l Planning Institute. Tables II-5, 11-6, and 11-9.Doc. CIAP/131, Table 11-2. 
Ho 17 - United ;ations Monthly Bulletin of Statistics, series on national income deflated by the cost-of-.
living ide.
Ci 18  "Cuentas del Producto y Gasto de la Ilepiblica Oriental del Uruguay," for'the period 1955-1963.
Working group on national income, Department of Economic Research, Bank of the Republic.
19 - Prepared on the basis of data published in "Plan de '- rraci6n 1963-1966, Tables I-1 and 1-9. 
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electric power, cement, and construction for the rest of the countries
 
of the region indicate an improvement in the general level of economic 
activity. 
However, these indices are not sufficient to serve as a
 
basis for an over-all estimate. 

5. It is expected that the factors responsible for the recent 
sharp decline in Argentine development will shortly cease to operate.

This confidence is based on the country's growth potential, which is
 
reflected in itsconsistently high investment rates and in considerable
 
periodic increases in production; since the third quarter of 1963 there
 
have'been symptoms of a recovery that make possible an estimate that
 
the Argentina's GNP will increase :y approximately 7 percent in 1964.
To accelerate and maintain &Trowth .n relation to the slow average rate
 
of the past will require, of course, decisive action in a number of
 
fields that were considered by the Subcommittee.
 

6. Though the characteristics are different, the present situation 
in Brazil may also be regarded as transitory. It has been cauced by,

aftng other factors, climatic disasters that affected both production
 
for domestic consumption and that for export, and undoubtedly by aggrava
tion of the inflation that originated in unbalanced sectoral growth, fiscal
 
deficits, and so on. The disappearance of some of these factors, together

with already adopted or planned measures to combat the economic instability,

make it possible to expect a speedy restoration of the vigorous growth of
 
the past. 

7. During these examinations, the Subcommittees also observed that 
noneconomic problems are retarding the development process in some Latin 
American countries. Thus there was great 
concern over the statements by

the Delegation of Costa Rica and the report of the CIAP Mission to that
 
country 3/ concerning the effects on the econon'r of the eruption of the
 
volcano Irazu. 
This country was one of those that surpassed the minimum
 
growth goal in 1962 and 1963, but a result of theas effects of the 
eruption it is believed that this goal will be diffic, lt to reach this 
year. Consequently, the CIAP Subcommittee on Costa cica "expressed its

particular interest in participating in the efforts made through Inter-
American cooperation to lessen and overcome the consequences of this
 
disaster." 

8. Similarly, the Subcommittee on Honduras expressed "its particular
interest in cooperating in the effort that should be made to prevent, so 
far as possible, the serious consequence of the disease affecting the
 
forest wealth of Honduras and threatening the other Central American
 
countries." 

1. OEASer./XIII, CI'P/IO1. 

/9. The 
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9. The Subcommittee on Panama recognized "the financial emergency

situation this country is in /whose origin is to be found in the 
events 
of January7 and considered that its solution is a necessary condition for
 
the achievement of the growth goals indicated in the Panamanian Program of
 
Economic and Social Development."
 

10. The Subcommittee on the Dominican aepublic indicated that that
 
country's present situation "should be evaluated in the light of the
 
serious economic dislocations that the country has experienced since

1958 and of the profound sociopolitical changes that caused these events.
 
The country is undergoing a difficult transitional state in search of new
 
models of national organization that wiil permit it to at least recover its
 
previous growth rates." 

2. Capital Formation and Public Investment
 

1. Since the beginning of the Alliance for Progress the Latin
 
American countries have shown, in general, a steady but still 
 slow trend
 
toward increasing their rate of capital formation. Table 11.2 shows the
 
coefficients of gross investment for the countries where this information
 
was available. 
Some of the countries have by now achieved investment
 
proportions that reveal a considerable internal effort and are symptomatic
 
of inner dynamism. In other cases, loss of impetus from the foreign sector

and aggravation of inflationary tendencies have been reflected in declining

investment. Though less sharply than in the case of the GNP, there is
 
also apparent a slight decrease in the rates for 1963.
 

2. The Subcommittees did not have the information or the necessary
 
resources for an analysis of what happened to private investment. It may

be stated, nevertheless, that investment in this sector shows an increase
 
in almost all the countries for which there is information. These
 
increases, however, are in general relatively smaller than those for inves
merit in the public sector, and therefore capital formation increased more 
rapidly in countries where the relative contribution of the public sector
 
was larger--Chile and Mexico. In other countries, such as i1 Salvador,

Honduras, Nicaragua and Peru, although investment in the public sector
 
increased at rates even higher than in Chile and jiexico, 
total capital
 
formation increased less markedly. 

3. The Subcommittees observed that, as can be deduced from the preced
ing paragraph, in almost all the countries public investment has been the
 
basic instrument for speeding the region's rate of capital formation.
 
Thus, as can be be seen from Table 11.3, the capitalization effort of the
 
public sector constitutes a growing proportion in the countries of the
 
region--except for Argentina, Brazil, Costa Rica, Haiti, and Uruguay. 
 In
 
the case of Panama, where public investment was very high in 1961 and 1962,
 
no trend can be distinguished in the participation of private and public
 
sectors in capital formation, owing to the highly fluctuating nature of the
 
public capitalization effort, which in turn results from the special 
characteristics of that country's economy..
 

/Table 11.2 



able I1.2 

COEFFICIENT OF GROSS CAPITAL FORMATION 

Estimated Projected 

I1 Aigedtina 

2. Bolivia 

3. Brazil 

4. 01±l 

5. Colombia 

A. Costa. Rica 

7. Ecuador 

-8. 31 Salvador 

9. Guatemala 
10. Hailti 

1961 
23.4 

9.9 

"'" 

13-4 

21.0 

14.2 

14.9 

11.3 

10.7 
. 

1962 
23.3 

12.3 

2.9 

22.0 

15.7 

14.4 

10.3 

32.9 
. 

1963 
20.8 

.21.4 

22.5 

20.0 

16.4 

]6.0 

11.9 

12.6 
. 

_M16 
... 

17.9 

*--.. 

14.3 

o.. 

18.5 

15-7 

13.5 

12.9 
. 

... 

... 

20.0 

15.3 

... 

19.4 

17.7 

14.8 

14.5 
. 

9 
Goo 

20.0 

15-5 

060 

19.6 

18.2 

15.0 

15.1 
. 

11. onduras 
12. N6xic* 

11.8 

14.3 

14.1 

14.2 
14.1 

14.9 

14.6 

15-5 
17.5 

15-5 

18.2 

15.6 
13. Nicaragua 

14. Panama 
15. Paraguay 

16. Peru 

17., Dominican Republic 

13.6 

18.6 
16.9 

20.6 

--. 

14.4 

16.4 
15.8 

22.5 

.o. 

13.3 

M.3 
15;.6 

22.6 

... 

13.4 

16.6 
19.8 

25.1 

14.4 

16.? 
19.8 

27.5 

14.6 

16.8 
19.8 

28.0 

18. Urugu y 

19. Venezuela 
15.4 

17.2 
0 

21.0 
.. ... 

26.01/ ..0 
... 

0.. 
... 
..0 

I-a . Percentage of Gross Internal Budget represented by Gross Capital Formation. 

0* 

CS 

So. 



Table 11.2 (cont.)
 

Sources:
 

Country numbers:
1 - "Cuentas acionales de la Repdblica Argentina" published by CONTADE in "The Review of the
River Plate," April 30, 1964.
2 - Information and projections of the "Biennial Plan for Economic and Social Development."
3.- Economic Action Program of the Revolutionary Government 1964-1966.
4 -
Fulfillment of National Zconomic Development Program 1961-1970. 
Planning Eoard, CORFO.
5  -Figures prepared on the basis of series from the Bank of the Republic.
6 - 8, 9, 11 and 13. For 1961, 1962, and 1963, "Revizi6n of iational Accounts" made by the
national planning offices with the cooperation of the Joint Programming Uission for
Central America. The projections for 1964, 1965, and 1966 are taken from the "General
 
Guidelines" for preparing the plans of the respective Central American countries, drawn
up by the aforementioned organizations. 
Doc. CIAP/107, Addenda. 1, 2, 3, 4, nnd 5.
7 For 1961, General Economic and Social Development Plan, Book One, Table II-1. 
 For 1962
and 1963, Appendices to 
the Annual Report of the General Manager of the Central Bank of

Ecuador, 1963, Tables 4, 5, and 9.
12 - The data refer to Gross Domestic Fixed Capital Formation. For 1961-1965: figures from
up-to-date programs of the Government of 
 exico (Table II-11 of June 10, 1964). For 1966,
the percentage increase foreseen in the report of the Government of Mexico to the CIAP
(Doc. CIAP/87) was applied to the gross domestic fixed capital formation. To use the
Ci!P a- a basis for estimating the coefficient, it was increased from 1965 to 1966 at an

estimated rate of 5 percent.
14 - For 1961 and 1962, series from the S-tatistics -.nd Census Bureau. 
 For 1963-1966, projections contained in the evaluation of the economic and social development program of P:nama.
Document presented by the Panel of Experts to the CIAP, Table 1.
15 - For 1961 and 1962, "Cuentas J"acionales del Paraguay" Vol. I, Technical Secretariat for
Planning. 
For 1963-1966, estimates of the Secretariat of the CIAP. Doc. CIAP/115,

Appendix B 1.
 

N16 - Public Ifivestment Program 1964-1965, Vol. I, Table 111-2.

19 - For 1961 Report of the Central Bank, pp. 408 and 502. 
For 1962, average for 1959-1962,
evaluation of the 1.ational Plan.
according to the Evaluation Report.For 1963, rate planned for the period 1963-1966,
 



Table 11.3 

PUBLIC INVESTFONT AS A PERCENTAGE 
OF GROSS CAPITAL FORMATION 

Estimated Projected 

1961 1962 1963 194_96_ 16 

1. Argentina 

2. Bolivia 
3, Brazil 

22.2 

56.2 
o00 

... 

56.1 
*00 

.0 

34.8 
000 

0.. ... 

44.4 
0.o 

--

... 
Soo 

... 
see 

4. CQdl 

5. Colombia 

6. Cost. Rica 

7. Ecuador 
8. Zl Salvador 

9. Guatemala 

10. Hait 

11. Honduras 

12. Mexico 

13. Nicaragua 

14. Panama 

15. Paraguay 

16. Peru 

17. Dominican Republic 

18. Uruguay 

19. Venezuela 

48.8 

... 

32.0 

43.2 

28.5 

20.0 

.o 
20.1 

42.9 

26.8 

22.7 

19.3 

13.7 

..0 

15.1 

40.6 

58.0 

23.7 

23.1 

... 

23.8 

20.7 

3.3 
26.5 

44.9 

27.6 

26.1 

16.0 

18.7 

.. 

---

38.1 

61.5 

14.9 

19.2 

0.. 

31.2 

21.8 

°e-
33.4 

48.1 

31.5 

28.6 

19.3 

22.8 

*.a 

066 

38.5 

60.1 

22.8 

29.6 

43.8 

32.3 

23.5 

so* 
32.2 

47.9 

31.7 

29.8 

00& 

26.7 

.. 

0'" 

0--. 

... 

... 

33.4 

48.0 

32.0 

31.0 

0°-
42.1 

45.5 

37.0 

31.6 

•00-

32.6 

000.o. 

eve 

.. 

... 

33-5 

45.0 

35.8 

33.8 

°°" 
43.8 

44-7 
38.4 

33-5 

-

34.3 

"'" 

ego 

0 
' 

.-A 

so 
CD) 

0 



Table 11.3 (Cont.)
 
Sources: Evaluation reports and working documents.
 
Country numbers:
 

1  "Cuentas Nacionales de la Repiblica Argentina," published by CCNIADE in '"he Review of the
River Plate," April 30, 1964.
2 -
Estimate based on the actual participation of public investment, or projected in the
Biennial Plan for Economic and Social Development. Doc. CIAP/121.
4 
- For 1961 and 1962, Document on Comparative Figures, 1961-1962, CORFO. 
For 1963-1964,
Document on Investments, Budget Bureau, May 22, 1964. 
The projections contained in the
originpl plan fer 1965 and 1966 are not represented in this table because of a recent
decision of the Government to increase the amount of public investment, These projections,
therefore, will be revised.
5 - Administrative Department for Planning and Technical Services, Doc. CIAP/98, Table 13.6 - 8, 9, 11, and 13. For 1961, 1962, and 1963, Revision of Nlational Accounts, made by national
planning offices, with the cooperation of the Joint Programming Mission for Central America. 
 O,
Projections for 1964, 1965, anc! 1966 are taken from the "General Guidelines" for preparing 
 Hplans of the respective Central American countries, drawn up by the aforementioned organizations. Doc. CIAP/107, Addenda 1,7 2, 3, 4, and 5.
- For 1961, General Economic and Social Development Plan, Book One, Table 11-26. 
For 1964,
1965, and 1966, i ational Planning Board.
 
10 - Doc. CIAP/132.

12 - Report of the Government of Mexico to the CIAP (Doc. CIAP/87) Tables 1 -nd 10.
13 - For 1961 and 1962, series from the Statistics end Census Bureau. 
For 1963-1966, projections
contained in the evaluation of the Economic and Zocial Development Program of Pan.-ma.
15 - Ministry of Finance of Paraguay. 
Doc. CIAP/115, Appendices Bl, C2, C3, and C4.
-16 -
Public investment program 1964-1965, Vol. I, Table 111-2.
19 -
For 1961, Report of the Central Bank, p. 556.


Evaluation of the iational Plan. 
For 1962, 1959-1962 average, according to the
For 1963, rate planned for period 1963-1966, according to the
same evaluation report.
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4. Nevertheless, the use of public investment as a dynamic factor in
development is threatened by a perceptible weakening trend, attributableto the various causes that are braking the expansion of saving in the publicsector. Lhe Subcommittees noticed this phenomenon generally, and theirconclusions in this respect appear in another section of this document.
 

5. It was difficult for the Subcommittees to draw definitive conclusions about the changes in the composition of public investment. The
period under study is too short, and great differences exist between thecountries. If any conclusion were possible it would be the great concentra
tion of investment in infrastructure, especially in transportation, and
the relative lack of attention to the investment needs of agriculture.

social sectors, that is, 

The
housing, and public health customarily receivebetween 20 and 30 percent of the public resources available for capitaliza

tion. 
Though comparisons are inappropriate--since the weight given tosocial programs in public-sector expenditures depends on many factors,among them the degree of development and the social structure--mention may
well be made of the cases of al Salvador and Panama, where the proportion
is higher, 40 percent or more, and those of argentina, Bolivia, Paraguay,
and the Dominican lepublic, where the percentage is less than 12 percent.
 

13. Some 
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3 Some Critical Pzobiemo of latin American Development 

1. The meetings of the Subcommittees threw into relief certain 
problems that, almost generally and despite the progress achieved, are
still sources of concern of hazards to the development of the Latin
 
American economies. 
 The main ones can be summed up as follows: a) fluc
tuations in exports; b) the structure of the external debt; c) the
 
vulnerability of public savings 
to a series of internal and external
 
factors; d) inflationary pressures; e) short-comings in agricultural
 
policy; and f) defects in the preparation of projncts.
 

a. Exports 

2. In examining the recent development and the prospects of the
 
latin American economies, the Subcommittees emphasized the importance of
 
the export sector to the countries of the region, not only as a chief
 
source of foreign-exchange income but also as a strategic basic variable
 
in determining the levels of economic activity, employment and public
 
sector revenue of most countries. 
 An increase in imports constitutes,
 
in general, a prerequisite to the entry of the national economy into a
 
stage of self-sustaining development, especially in the 
case of such
 
countries as Chile, which face chronic balance-of-payments difficulties
 
and have largely exhausted 
their capacity to replace imported manufactured 
goods economically, and also in the case of the smaller countries of the 
region, where the small size of the domestic market limits the possibili
ties of increasing and diversifying production designed solely for the
 
national market.
 

3. In Table II.4 thu trends of recent years in the total vc.lue ef
 
the countries' exports and .- lso those projected for the next two years
 
may bu observed. The analytical validity of the table is affected by the
 
year that has been taken as a base, but in any event it reflects recent
 
export trends. The decline or stagnation of the total value of exports

of Argentina, Costa Rica, Haiti, Panama, and the Dominican Republic in
 
1961# of Ecuador and Guatemala in 1961 and 1962; of Brazil in 1962 and
 
Colombia in 1961, 1962, and 1963 has adversely affected the likelihood of
 
the region's maintaining a high rate of development and an adequate level
 
of international reserves. 
 Apart from the fluctuations, during the period

1961-1963 only a slight tendency toward an increase in the value. of exports

can be observed in most 
of the countries. As this group includes some 
of
 
the larger countries, the regional totals are affected. 
In fact, the
 
average annual rate of increase is 4.9, which implies that tlie increase
 
in the value of exports per capita is small. It is significant that the 
rate anticipated for the period 1964-66 is even lower: 3.4 percent a 
year, though this is influenced by the case of certain countries that, 
for temporary reasons, have limits on 
the expansion of exports for those 
years. To be sure, in some of the countries the reduction in import

capacity caused by declining or income fromstagnant exchange exports, has
also contributedt to a considerable extent, toward augmentinL-. inflationary 

/Tablj II. 4 



Table 11.4 
LATIN A EICA - F.O.B.VALUE OF EXPORTS OF GOODS. ACTUAL FIGURES 1960-1963, ESTIMATES 1964. 

KID PROJECTIONS FOR 1965 AND 1966 a/ 

(Indices, 1960 100) 

196 1961 16126Argentina 	 16 1966
_100.0 89.3 112.7 126.5 137.1 126.0 130.5Bolivia 
 3o.o 110.1 ]14.0 132.2 154.4 176.1 186.2Brazil 100.0 110.6 95.6 110.8 114.2 122.0 126.0Colombla 100.0 96.4 99.4 97.4 115.2 121.2 127.1Costa Rica 100.0 98.2 108. 111.3 124.9 113.1 129.6Chile 100.0 92.5 100.9 112.8 115.5 117.1 124.8Ecuador 
 100.0 89.2 96.6 108.5 1o.9 128.1 134.5Im Salvador 100.0 102.1 118.9 131.7 144.5 159.2 166.8
Guatemala 
 100.0 98.0 97.2 127.7 153.2 151.4 159.2Haiti 
 100.0 85.0 105.8 1n3.1 108.9 
 110.5 125.5
Sonduras 100.0 115.1 128.1 129.5 132.8 136.3 146.oMexico 
 1OO.O 107.4 120.0 125.0 130.5 136.3 139.1Nicaragua i0O.0 109.4 141.5 167.0 202.2 222.2 231.0
P,100.0 
 107.3 153.0 181.1 210.9 216.0 221.9
Paraguay 
 100.0 11903 109.8 107.3 120.1 125.3 136.1
Peru IOO.O 114.8 125.1 124.9 141.O 152.7 161.7Dominican Republic 
 100.0 88.2 107.9 10.7 108.0 106.7 110.5 
Uruguay 
 100.0 135.0 118.5 127.7 146.2 158.4 155.3
 

Subtotal 100.0 102.2 108.6 118.5 127.7 130.8 136.2Venezuela 
 100.0 102.5 
 105.2 106.5 110.9 115.4 120.0Total 
 100.0 102.3 107.6 114.9 122.7 126.2 131.3 
a. 
See 	notes to Tables 11.14 and I.15.
b. 	The significant increase in exports observed in Panama beginning in 1962 is due primarily
to increases under two heal-ings of petroleum derivatives, since the refinery installed in
that country ber-:n operations. 
7our:e : iihleIl.
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pressures. As will be seen in the following paragraphs, this behavior of
 
export values has been determined in large part by variations in the price
 
levels of basic products (see Tables 11.5 and 11.6).
 

4. As can also be observed in Table II.4, the value of exports during
 
1963, and apparently also during 1964, has in regional terms reached a rate 
of increase higher than that of the two preceding years; a larg. proportion 
of this increase is due to the recovery experienced by the prices of most 
of the basic products in those two years (see also Tables 11.5 and 11.6).
 
For 1965 and 1966 a moderate incrcase in the value of exports has been
 
projected, on the supposition that a relatively stable level of prices will
 
be maintained.
 

5. The importance of the price level of export products in estimating
the needs for external financing, ihich was noted by the Subcomittees, can
 
be clearly observed if the following points are borne in mind:
 

a. The data in Table 11.5, already cited, indicated that between 1958 
and 1962 the physical volume of Latin imerican exports increased by 27 per
cent, while the purchasing power of these exports increased by only 13 per
cent; in 1963, the increase in volume exported was 4 percent and its pur

,..hasing power rose by more than 7 percent. If the relative price levels of 
1958 had been maintained, the real value of latin American exports would 
have been greater by about $950 000 000 in 1962 and by $725 000 000 in 1963. 
Price fluctuations such as those of recunt years can augment or diminish
 
the region's needs for external financing by amounts similar to these.
 

b. About 70 percent of the total exports of the Latin i~merican countries 
during the period 1960-63 was made up by foreign sales of only nine products, 
as can be seen in Table 11.7. 1. variation of merely 1 percent in the value 
of exports of these 9 products would represent more than $60 000 000 a year. 

c. In Table 11.8 may be seen the percentage represented by each
 
country's chief export product in the total value of its exports. Averaging 
the years 1960-63, in 12 of the 19 countries of tho region a single product. 
represented more than 50 percent of the value of total exports. In Table 
11.6 are shown the price trends of these chief products durin recent years,

including those in effect in mid-1964o On many occasions the Subccmmittees 
recognized the need to maintain a high level for the value of these tradi
tional exports, since they constitute and during the immediate future will 
continue to constitute the main source of the foreign exchange required 
for the development of the region0
 

6. In addition, the suhb.ommittees repeztedly poiated out the imprortance
of diversifying exports as a means of lessenin:- depend_?nce on the mrket for 
a single product, and to avoid the impact of its fluctuations, which are found 
in most Latin ,erican economies. Naturally, this should not bring about a 
lack of attention to traditional exports. In various cases, that of Miexico 
in particular, the subcommittees pointed out the pro!-ress achieved in 

/Tabl 11,5 
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Table 11.5
 

LATIN AMERICAo VALUE, VOLUME, AND UNIT VALUES OP FOREIGN TRADE, 1960-63
 

1960 1961 1962 1963 

Value Millions of current dollars 
Exports 7 972 8 167 8 600 9 196 
Imports 7 443 7 730 7 759 7 477 It 

Volume (Indices, 1958 a100) 
Exports 113 117 127 132 
Imports 99 102 103 98 

Unit Value (Indices, 1958 a 100) 
Exports 95 93 91 94 
Imports 101 102 102 102 

(Indices 1958 = 100) 

Terms of Trade 	 94 91 89 92 

a. 	 The total figure for 1963 imports or 7 594 million dollars that appears in 
Table 4 of Section IV has been adjusted in the amount of 117 million dollars, 
which amount corresponds to the overestimation contained in the official 
statistics of Chilean imports for that yeer.
 

Sou111088 Values Minutes and working documents of the Subcommittees or the CIAP. 
Volumes Value divided by the unit values*
 

i-vaiu~sas Exports, United Nations, Monthly Bulletin of Statistios, 
April 1964. Importsq Index of prices of world exports of manufactured 
products. 

/Table I1.6 
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Table 11.6
 

LATIN AMERICAi INDICES OF PRICES OP BASIC EXPORT PRODUCTS
 

(1955 100) 

Product Bame country Unit Indioes 

1960 1961 1962 1963 196! 

Petroleum 
 Venezuela Barrel 918. 91.8 91.8 91.8 91.8
 

Coffee Brail 100 lbs. 
 79.4 78.6 73.5 71.8 00
 
Colombia 100 lbs. 85,8 
 8303 77.9 75.6 92.9 

Cotton 
 Mexdoo 100 lbs. 92.8 93o2 
 89.9 91.7 91.0
 

Copper 
 United States/ 100 lbs. 123.8 115.4 118,1 118.1 121.9
 

Meat Argentina 1 000 Tons. 110,2 109.6 
 88.1 94.0 107.7
 

Sugar Do.. Republic 100 lbs. 96.1 
 96.1 132.4 173.7/ 123.7 5/
 

Wool Uruguay 
 100 lbs. 118.5 110.3 119.2 133.1 161,7
 

Banana 
 United States 100 lbs. 87.6 85.0 83.1 77.1 84*3
 

Tin United States 100 lbs. 106.6 119.1 120.5 122.8 163.5
 

Quebrache Paraguay 100 lbs. 
 82.2 68.1 77.2
73.8 76.4
 

1 
 Percentages based on prices in June 1964 (provisional estimates)
 
2e List prices 
3. Price of imports
4. Price average for all types of exported meats taken from Doo. CIAP/1409 Table 159 p. 105
 
5. Provisional estimate
 

Sources rIP, International Financial Statistics.
 

/Table II.? 
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Table II.7
 

RELATION BETWEEN -,IE VALUES OF NINE EXPORTS PRODUCTS AND THE VALUE UF
 

TOTAL LATIN AMERICAN EXPORTS (IN PERCENTAGES OP THE TOTAL)
 

Petroleum 


Coffee 


Cotton 


Copper 


Meat 


Sugar 


Wool 

Iron 


Banans 


Total 9 products 


1960 1961 1962 1963 Average 
1960-63 

28.52 29.5% 28,5Z 27,2% 28.42 

18,2 17.0 159 15.6 lbo7 

4.1 5.0 6.1 5.7 5.2 

5,3 5.0 5*0 4.9 5.1 

3.8 3.8 4.0 4.8 4,1 

3.2 3.5 3.0 3.7 3.4 

2.7 3.1 2,6 2e7 2,8 

2.9 2.5 2.3 2,0 2,4 

2.4 2.3 2.1 2.2 2.2 

71.1 71.5 69o5 68.8 70.3 

Notes 	 In estimating these percentages account has not been taken of the exports of these
 

products by those countries where their importance is relatively small.
 

Souroess Minutes and working doouments of the Subcommittees of the CIAP. International
 

Financial Statistics.
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Tnble 11.8
 

REIATION BETWEEN THE VALUE OF EXPORTS T*!E"'IWIPAl. EX"'uI :'iiODTJCT
O ... 

OF EACH 	 COIINTRY AND Ti-; VALUE O1 TOTAL LX, £;.IS 
(IN PERCENTAGES OF THE TOI'AL) 

Ave-rage
 

1960 1961 1962 1963 1960-i963
 

Argentina came 20.3% 22.5% 18.8% 24.5% 21.6%
 
Bolivia estafto 78.7 83.9 87,,1 79.7 82.4
 
Brazil cafg 56.o 50.5 52.9 52.8 53.0
 
Colombia caf6 67.0 66.7 69.5 • 65.4 67.1
 
Costa Rica cafA 53.2 51.2 51.6 47.5 50.8
 
Chile cobre 62.8 63.6 64.7 62,7 63.5
 
Ecuador banano 53.9 61.1 55,7 62.6 60.0
 
El Salvador cafs 79.0 60.9 54.8 48.8 ,9.2
 
Guatemala cafS 65.6 62.8 62.4 53.0 60.5
 
Haiti caf4 44.6 40.1 52.1 37.1 43.5
 
Honduras banano 44.2 58.2 45.7 40.9 47.1
 
mHxico algod6n 20.1 18.9 23.1 19.5 20.5
 
Nicaragua algod6n 23.0 26.2 34.6 37.3 31.5
 
Panama _/ banano 60.3 62.0 43.5 43.0 52,2
 
Paraguay came 19.3 19.6 22,3 26.8 21.9
 
Peru 2/ cobre 21.3 20.5 16.5 16,0 18.4
 
Dominican Republic azdcar 55.9 48.2 57.1 57.9 55.1
 
Uruguay lana 51.6 62.9 53.2 51,5 55.1
 
Venezuela petr6leo 90.9 92.8 93.5 93.6 92.7
 

1. Excludes exports of goods to the Canal Zone.
 
2. In 1963 the principal export product of Peru was finsh meal (25.7 percent
 

of the total) and the second-ranking was cotton (17.5 percent). The
 
average participation of these products in the total value of expnrtor
 
during 1960-63 was 14.2 percent for the fish meal and 16.9 p(rcvrtt fnr
 
cotton.
 

Source: Minutes and Working Documents of the Subcommittees of the ClAP.
 
International Financial Statistics.
 

r!'-fi ti-on
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diversification as a result of government policies imed at s-timulating
 
new exports, but they stated that in most coLUtri s of the region the 

effort made has not been properly coordinatcd and has not given the results 
required.
 

7. Particilents in the meetings of the subcommittees said on various 
occasions that the achievement of a rate of .rowti of exports consistent 
with the development requirements of the region, depends, to a great ex

tent, on the progress made in Latin nmerican economic integration. In 
this regard, it was recognized that satisfactory progress in this direction 
had been achieved by the Central ,merican countri.s and it uas indicated 
that it was important for the other countries of the region to accelerate 
the process begun with the creation of LAFTA. 

8. Briefly, it can be affirmed that the following are the principal 
reasons that exports have not in recent years reached the levels required 
for an accelerated development of the rogional economy: a. the relatively 
low level of prices of basic products; b. the expansion in the volume of 
exports of certain basic products at a rate lower than that required so 
that, taking into account the variations in price levels, the rates of 
growth in the value of exports that are required for the development of
 

the region %ll be reached; c. the slowness of the process of diversifica
tion of exports, particularly in regard to m:nufactured products; d. the 
slowness that is also observed, except in Central ainerica, in Latin american 
integration, and e. in general, the absence in most of the countries of the 
region of a joint policy designed to promote and diversify exports.
 

b. Indebtedness
 

9. The subcommittees of the CI.& recognized that external indebted
ness constitutes one of the most serious financial problems confronting 
the region and gave special attention to the fact that the terms under 

which the debt was contracted have been, in many cases, inadequate for the 
long-term development requirements of the Latin merican countries, and that 
in a large number of the countries it has made the balance-of-payments 
problems more acute, both in recent years nd for the immediate future. 

10. The dates of maturity of the external debt durin5, the next two
 
years represent an excessively hili proportion of the anticipated foreign 
exchange receipts from expcrts. This situation is particularly serious in
 
the cases of Brazil, Chile, Colombia, .rgentina, and Uruguay. In those 
cases, and in those of other countries where the problem is not so serious, 
a large portion of these maturities correspond to debts contracted at short
term by the monetary sector; suppliers credits also granted at short Cnd 
medium term; and to arrears in payment for imports and other short-term 
commercial debts that have partly been a~sumed by the public and monetary 
sectors.
 

Al. Table II.)
 



- 71 

11, Table 1I, st.o.vs th- pro 'ortion of tho vz; ue of merchandise
 
exports thot, during the past three years, h.8 been represented by amor
tization payments by the public and monetary sectors, as well as the
 
relation existing between the maturities of debtz of those ,.cctors and
 
the exports projected for 1964, 1965 and 1966. It should be pointed out
 
that the projections are not directly comparable to the historical data
 
for the followin., reasons: 

a. In most cases, the statistics available for recent years show 
only the obligations paid and not those with extended maturity7 dates, uhile 
in the projections for 1965 and 1966, all the official debts that fall due 
within the next few years have been included;
 

b. The estimates for 1964 correspond in some cases to total matu
rities of official debts during the current year; in others, the figures
 
presented to the subcommittees for consideration alread. include deduc
tions for extensions in the payment of certain debts.
 

ilso because of statistical classification difficulties, the figures
 
for Brazil include the amortization of long-term credits for the private
 
sector, since it had not been possible to determine separately the amount 
of such amortizations corresponding to the public and monetary sectors.
 

12. The subcommittees pointed out the need for rearranging the 
ex
ternal debt situation of the countries of the region, emphasizing in this
 
connection the desirability of limiting the contractin, of short-term debts
 
in the future. In various cases, it was recoma:iended to the governments
 
that they strengthen or establish control methods for this kind of indebted
ness. 
 In the same way, in the most urgent cases, the financing agencies
 
were requested to give special consideration to the special needs created
 
by short-term indebtedness, 

13. Because of the definitions used by many countries in recording

remittances abroad in their balance of p,;jments, it has not been possible 
to determine the proportion of foreign exchange receipts represented by
the total service of official external debt, including amortization and 
intLerest payments;. Solely as a provisional estimate, it may be considered
 
that the interest payments on the external debt of the public and monetary 
sectors amount to about 5 percent of the value of the exports of the
 
region, excluding Venezuela.
 

c. Public savings 

14. The subcommittees observed that all the Latin ..merican countries 
have been makin various kinds of efforts, since the signing of the 
Charter of Punta del ate, to increase savings by the public sector as a 
means of increasing investment capFcity and, finally, improving the 
utilization of the available external resources. As can b:. seen in 

/Table 11.9
 



Table 11.9 

LATIN AMERICA: AMORTIZATION BY THE PUBLIC AND MONETARY SECTORS AS A PERC24TAGE OF 
EXPORTS OF GOODS F.O.B., ACTUAL FIGURES, 1961-1963, ESTIIATES 1964, 

AND PROJECTIONS FOR 1965 AED 1966 a/ 

Actual Figures (Payments) b/ Projections (Maturities) b/
 

Argentiia 15.4% 12.7% 3.3% 26.2% 37.1% 24.0% 
BoLivia 23.3 10.4 15.9 15.5 11.7 16.3 
Brazil 24.1 23.2 ..• 46.5 46.7 20.2 
Colombia 6.9 5.6 6.8 10.4 22.8 18.2 
Costa Rica 19.1 14.9 6.8 11.9 12.1 8.3 
Chile 7.0 8.5 6.9 18.5 32.3 41.o 
Ecuador 4.9 5.8 3.8 10.1 5.6 5.5 
El Salvador 3.3 3.4 1.8 2.3 2.7 2.8 
Guatemnla 3.1 10.6 5.0 3.6 4.6 4.6 
Haiti 0.6 0.2 0.2 01 5.4 3.9 
Honduras 6.6 2.6 1.7 1.8 1.8 2.0 
Mexico 21.8 28.4 2z.8 21.2 15.5 16.0 
Nicaragua 3.8 4.5 4.1 3.4 3.1 3.1 
Panama 2.5 2.8 3.3 3.4 4.6 4.7 
Paraguay 5.6 4.9 6.8 8.1 5.8 4.5 
Peru 6.6 6.9 6.4 5.7 5.1 5.9 
Dominican Republic 01 2.1 ... 21-.3 1.4 2.5 
Uruguay 6.4 3.1 2.4 23.5 23.4 15.1 

Subtotals 14.6 14.4 ... 22.7 25.4 17.6 
Venezuela 10.7 6.6 5.1 2.3 1.3 1.3 

Totals 13.5 12.2 .. 17.2 18.8 13.1 

a. See notes to Tables 11.14, IJol, and I.23.
 
c. Historic figures for anmortizations refer to payments actually made and do not include debts
 

deferred at their maturity. Projections include all due dates of official obligations,
 
ithout taking into account the possibility of their deferral.
 

-,: Trbles I.16 anl 11.25.
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Table II.10, the great majority of the countries have achieved, since 1961,
 
an appreciable and in some cases notable increase in public savings. This
 
is undoubtedly one of the most revealing indices of the large dcrmestic
 
effort the Latin .merican countries are making in the Alliance for £'rogress.
 
Nevertheless, it can be concluded from the examinations by country that
 
saving by the public sector still constitutes one of the critical fields
 
in vhich domestic effort is most necessary. In fact, there are various
 
countries in which th- catt of public snving continue's to b, negative, and
 
there are others in which it is suffering a rapid deterioration. In ad
dition, the countries frequently mentioned the difficulties they had en
countered in trying to achieve even greater increases in domestic saving.
 
It is likewise evident that action must be oriented toward counteracting
 
the following obstacles: a) tax inflexibility; b) a ro id increase in
 
expenditures; c) ri,.,idity of the rates of public service enterprises;
 
d) inadequate structLure of the social security systcrm; inid e) inflationary
 
pressures.
 

-L5. The current revenues of fiteen Latin American eountries have r'*,,[1 
substantially, especially notable on the cases of the Dominican Republic, 1-I
 
Salvador, Nicaragua, Mexico, and Peru, which have had increases of' more than I
 
percent from 1961 to 1963. However, those of Argentina, Pr7raguay, and Urugu.
 
have shown reductions in real terms, while those of Colombia remained stallioi;It
 

16. The subcommittees, after recognizing the great efforts made, 
stated that, with respect to points a. and b. of paragraph 14 above, in 
most cases, the mointenance of the rising level of tax revenues, 1/ 
accompanied in some cases by greater control or in others by a reorgani
zation of expenditures, is necessary if one wishes to achieve the magnitudes 
of public saving that are required for financing the public investment 
goals that are necessary in all the countries of the region. 

17. The inadequate structure and the rigidity of the rates of certain 
public service enterprises have resulted, in some cases, as in ,Irgentina, 
Brazil, and Colombia, in these enterprises, encountering: considerable 
operating difficulties, which make them unable to finance their expansion 
and modernization with their own funds or to contract loans for this 
purpose within or outside the country. It is frequently necessary for 
them to be subsidized by the rest of the public sector, which, in turn, 
ccnstitutes a draining off of resources that otherwrise could cnd should 
be devoted to the development of the national economy. For some countries 
that drain reaches such a magnitude that it is the cause of Lhe fiscal 
deficit and the principal origin of inflationary financing. The sub
committee attributed special importance to the introducticn of a rate 
pol 4.cy that would gradually lead to a solution of this problem. In this 

1. A fuller discussion of this point is found in the bection below 
on "fiscal reforme" 

/Table Ii.10
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TRENDS OF PUBLIC SAVING I~ 

SERIES OF ABSOLUTE FIGURES INDICES 3/
(Millions of units of national curroncy 

a constant prices') (First yoar of the series equals 100)suo octio-. 
1961 1962 1963 TI& 2966 1961 1962 1963 19 1965 1w 

. Argentina 2/ (1960) 2990040 400.0 146W0.0 -1900.0 ... ... 100.0 14.7 6.8 .o6.4 ... ... 

2. Bolivia /3/ (1961) -197.3 -127.0 -94.7 +24.4 ... ... -100.0 --64.4 .6.o +112.4 ... ... 

3. Brazil 2/3/ (1960) -29600.0 -59700.0 -45700.0 ... ... ... -100o0 -201.7 -154.4 ... ... 

4. Chile 2/ (1961) 83.4 52.4 105.8 150.1 ... ... 100.0 62.8 126,9 180.0 ... ... 

5. Coloabia 2/ (1961) 418.8 192.3 638.7 684.3 ... ... 100*0 45.9 152.5 163.4 .0 

6. Costa Rica 1/ (1962) 83.8 102.1 106.6 154.8 177.4 179.2 100.0 121.8 127.2 184.7 211.7 213.8
 

7. Eouador 1/ (1964) 319.1 402.6 nod. 377.8 517.1 662.6 100.0 126.2 ned. 118.4 162.0 207.6
 

8. El Salvador 1/ (1962) 17.0 30.9 42.8 60.2 76.2 8.6 100.0 181.8 251.8 354.1 448.2 521.2 

9. Guatemala 1/ (1962) n.d. 16.0 23.0 n.d. 31.3 40.0 
 n.d. 100.0 143.7 n.. 195.6 250.0
 

10. Haiti 1/Z/(Current gourdeso -6.2 -2.5 -1.8 -0.3 ... ... -100O -40.3 -29.0 -4.8 ... .. 

11. Honduras 1/ (1962) 11.6 9.8 16.2 23.3 30.5 34.9 100.0 84.5 139.7 200.9 262.9 300.9 

12. Nwxico 1/ (1963) 7094.0 7365.0 8324.0 8890.0 9572.0 s.o 103.8 117.3 1235.4 134.9 ... 

13. Nicaragua 1/ (1958) 55o7 9304 129.1 150.1 171.7 193.1 100.0 167.7 231.8 269.5 308.3 346.7 
14. Panama ?/(Current balboas) 0.9 2.8 4.2 6.0 51 12.3 19.4 100.0 311.1 466.7 666.7 1366.7 215%.6 

15. Paragus 1/(Current guaranis)l516.0 1631.0 1009.0 .... e . 1000 107.6 66.6 ... .. 

16. Peru 1/ (1960) 2129.0 2445.0 2741.0 3004.0 4259.0 4768.0 100.0 114.8 128.7 241.1 200.0 224.0 

17. Uruguay 213/ (1961) 38.0 -688.0 -333.0 ... e.. ... 100.0 -1910.5 -976e3 .. 

18. Venesuelal/(Bolivares otes.) n.d. 2283.9 2545.1 2667.0_/ ... ... n.d. 100.0 111.4 116.8 

in the 

country name. 2. Savings of the Centwal Government.
 
I prices of year indicated in parenthesis after 1. Savings of the ruolic 3e tor. 

5. The minus signs indicate that the series contain deficits.
 
4. Operational plan.
 

0 5. Projected in the evaluation. 

o 
C 
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Table 11.10 (cont.)
 

Sources £
 
Country numbers 1. Dec. CIAP/140, Tables 6 and 8. 
 Deflation of current expenditures was done by using the implicit price deflator
 

for "Total Expenditures", Table 6.
 
2. Doc, CIAP/121, Table 6. The deflation was made by using the country's cost of living index series coatained
 

in International Financial Statistics for 1958 to 1961.
 
3. Ministry of Planning, Brazil. Doce. CIAP/142. Tables 9 and 10.
 
4. Bureau of the Budget. Doc. CIAP/128, Table 17. The deflation was done by using the wholesale price indices. 

of imported and national products from International Financial Statistics for 1958 to 1961.

5. Administrative Department for Planning and Technical Services, May 1964. Doc. CLAP/98, Table 11. Thedeflation was made by using the series of wholesale price indices of imported and national products from


International Financial Statistics 
for 1958 to 1961.
 
6, 8, 9, 11, and 13. 
For 1961, 1962,and 1963, Revisions of the General Government Accounts made by the national
 

planning offices and the budget bureaus, in cooperation with the Joint Programming Mission for Central
America. Projections for 1964, 1965, and 1966 are taken from general guidelines for preparing plans of the
 
respective Central American countries, drawn up by the aforementioned organizations. Doec. CIAP/107,
 
Addenda 1, 2, 3, 4, and 5,
 

7. General Economic and Social Development Plan.
 
10. Doc. CIAP/132, p. 17e
 
12. 
 Based on the projection of actual expenditures of the federal government in the three-year period 1963-1965


and on tax revenue of the federal government foreseen in 1963-1965, Ministry of Finance and Bank of Mexico.
"Evaluation of the Immediate Action Plan of Mexico," document presented by the Panel of Experts to the CIAP.
 
Tables VI-6, VI-8, and VI-9.
 

14. "Evaluation of the National Economic and Social Development Plan of PanamA." 
 Table B-5.

15. Ministry of Finance, Doce. CIAP/115, Appendices C 2, C 3, and C 4. 
16. National Institute of Planning. Program of the Public SectorI
 
17. 
Official estimates and estimates of the Secretariat of the CIAP. Doec. CIAP/126, page 33. 
 The deflation was


made using the cost-of-living index contained in International Financial Statistics.

18. Report of the Ministry of Finance. National Plan. Public Finances, Operational Plan 1964. Special message


of the President of the Republic to the National Congress, May 1964. Report of the Central Bank 1962. VI
 
Presidental Message. Doc* CIAP/102, Table 10. 

S
 

Cr


'

0 



Table 11.11 

CURRENT INCOME AND ITS TREND Y 

SERIES OF ABSOLUTE FIGURES INDICES 

1963L 

(Nillons 

1962 

ot units of national 
at constant prices*) 

Bm 
1963 19__96_ 

currency 

Projection 
16 

(First year of the 

1961 1962 1963 

series equals 

1964 1965 

100) 

1966 

1. Argentina 2/ (1960) 117300.0 

2. Bolivia 1/ (1961) 1367.9 

3. Brazil 2/ (1960) 222400.0 

4. Chile 2/ (1961) 796.1 

5. Colombia 2/ (1961) 2199.4 

6. Costa Rica 1/ (1962) 515.0 

7. Ecuador 1/ (1964) 2678.4 

8. El Salvador 1/ (1962) 174.9 

9. Guatemala 1/ (1962) n.d. 

10. HaitiV(Current dollars 29.4 

11. Honduras 1/ (1962) 86.0 

12. Mexico 2/(current pesos) 12278.0 

13. Nicaragua 1/ (1958) 302.7 

14. Panama 2/(current balboas) 62.9 

15. Paraguayj (current guaranis) 7357.0 

16. Peru 1/ (1960) 11094.0 

17. Dominican Rep. 2/ (1962) 128,7 

18. Uruguay 2/ (1961) 2280.0 

19. Venezuela 2/(bolivares ctes.) n.d. 

91600.0 91900.0 

1360.5 1414.6 

236400.0 253800.0 

886.6 815.8 

2090.7 2496.3 

580.7 589.3 

2748.7 n.d. 

194.9 212.8 

102.0 115.0 

36.1 35.1 

87.2 88.8 

13629.0 15508.0 

357*2 369.9 

67.6 73.7 

7543.0 6318.0 

12905.0 14109.0 

151.0 162.3 

2013.5 2062.8 

5910.3 6593.7 

82500.0 ... 

1464.0 ... 

... ... 

873.8 ... 

2274.8 ... 

663.3 698.1 

3332.5 3649.0 

229.7 263.0 

n.d. 131.0 

36.5 ... 

104.2 114.7 

17353.0 19134.0 

434.2 479.1 

79.9 89.2 

... ... 

16750.0 18657.0 

181.9 ... 

... ... 

6821.0 3/ ... 

... 

... 

... 

... 

... 

733.2 

3981.7 

288.4 

144.0 

... 

125.5 

... 

521.7 

101.0 

... 

19964.0 

... 

... 

... 

1000. 

100.0 

1oo.O 

100.0 

100.0 

100.0 

100.0 

100.0 

n.d. 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

n.d. 

78.1 

99.5 

106.3 

111.4 

95.1 

112.8 

102.6 

111.4 

100.0 

122.8 

101l 4 

111.0 

118.0 

107.5 

102.5 

116.3 

117.3 

88.3 

100.0 

78.3 

103.4 

114.1 

102.5 

113.5 

114.4 

n.d. 

121.7 

112,7 

119.4 

103.3 

126.3 

122.2 

117.2 

85.9 

127.2 

126.1 

90.5 

111.6 

70.3 

107.0 

....... 

109.8 ... 

103.4 ... 

128.8 135.6 

124.4 136.2 

131.3 150.4 

n.d. 128.4 

124.1 ... 

121.2 133.4 

141.3 155.8 

143.4 158.3 

127.0 141.8 

... ... 

151.0 168.2 

141.3 ... 

... 

115.4 ... 

... 

142.4 

148.6 

164.9 

141.2 

... 

145.9 

... 

172,3 

160.6 

180.0 

... 

... 

, 

-1 
ON 
, 

* At prices of the year indicated between parenthesis after the name of each country. 

1. Public zector 
2. Government sector 
3. Operational plan 

0 
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Sourcesa 
Country number: 1. 

2, 

3. 
4. 

50 

6, 

7. 
10. 

12. 


14. 


15. 

16. 

17. 


18. 


19. 


Do*. CIAP/1409 Table 8.
 
Dec. CIAP/121, Table 6. The deflation 
was made using the cost-of-living indices contained in 
International Financial Statistics.
 
Ministry of Planning, Brazil. Dec. CIAP/1429 Table 10.
 
Bureau of Budgets. Doe. CIAP/128, Table 17. The deflation was made using the series of wholesale
 
price indices for imported and national products from International Financial Statistics.
 
Administrative Department of Planning and Technical Services, May 1964. 
Doc. CIAP/98, Table 11. 
The deflation was made using the series of wholesale price indices for imported and national products
from International Financial Statistics. 
8, 9, ii1 and 13. For 1961, 1962, and 1963, Revision of the accounts of the general government made

by the national planning offices and the budget bureaus, in cooperation with the Joint Programming

Mission for Central America. The projections for 1964, 1965, 
 and 1966 are taken from the general

guidelines for preparing pizoig or the respective Central American countries, drawn up by the afore
mentioned organizations. Doc. CIAP/107, Addenda 1, 2, 3, 4, and 5.
 
General Economic and Social Development Plane
 
Doc. CIAP/132, p. 17.
 
Based on expected tax revenue of the federal government in 1963-1965, Ministry of Finance group and
 
Bank of Mexico. "Evaluation of the Imadiate Action Plan of Mexico," document presented by the Panel
 
of Experts to the CIAP, Tables WI-8, and V1-9.
 
"Evel.-at 
 n of the National Economic and Social Development Program of Panama." Table B-4.
 
Ministry of Finance. Doc. CIAP/115, Appendices C2, C3, and c4.
 
Program or the public sector, National Planning Institute.
 
Central Bank, Doc. CIAP/123, p. 13. The deflation was made using the wholesale price index of
 
national and imported products for 1962 contained in International Financial Statistics.

Official estimates and estimates or the Secretariat of the CIAP, Doc. CIAP/126, p. 33. 
 The deflation
 
was made uaing the cost-of-living index contained in International Financial Statistics.
 
Annual report of the Ministry of Finance. 
 National plan. Public finances, operational plan 1964.

Special message of the President of the Republic to the National Congress, May 1964. 
 VI Presidential
 
Message. Doc. CIAP/102, Table 10.
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context, in dealing with the almost universal problem of the deficits 
of
 

the railroads, during the meetings of the subcommittees of Mexico 
the
 

possibility was suggested of an exchange of opinions between Latin America,
 

United States, and European authorities, to study solutions to the problem.
 

18. The stages of development reached by the social security systems 

of the various latin American countries raise different problems. In some, 

an expansion of the system would be advisable, to extend its coverage to 

a 	 large part of the population that at present is not protected by it. In 
coverage, butother countries, social security has attained 	almost total 

large number of parallel systems and their efficiency is far
there are a 
from what would be desirable. These situations were recognized as factors 

In some cases, finally, the
that limit the system's capacity for saving. 


coverage is such that the social security system accounts for a substantial
 

that it has become a limit on the possibiproportion of the tax burden, so 

public sector. In those cases,
lities of expansion of the revenues of the 


the generation of savings in the social security systems and their best
 

utilization are decisive for capital formation.
 

19. The fact that saving by the public sector is still one of the 

critical 	fields for domestic effort, as was indicated in paragraph 1 of 
cases of certain countries,this section, was particularly evident in the 

such as Costa Rica and Uruguay, in which the lack of real resources in 

national currency has constituted one of the obstacles to a more rapid 

loans already granted. The subcommittees onutilization of the external 
as well as those on El Salvador, Guatemala, Honduras,th:ose countries, 

theirMexico, Nicaragua, and iaraguay, stated that the future capacity of 
flow of external reeconomies to make investments and to increase 	the 

on up that is achieved sources would depend to a large extent the 	speed 

in the growth of public saving.
 

d. Agricultural policy 

in the cases for which information was20. The subcommittees noted, 
available, that the growth of the agricultural sector has generally been
 

of the total product of the countries of the region (seeslower than that 
Table 11.12). This fact, which would not be strange, given the trends of 

demand, in countries with a more diversified structure of production and 

strange when it is considered that the growth of agriculturalexports, is 
production includes that part intended for export, which in most of the 

suggests that the per capita production for
 oases is substantial. This 

domestic consumption either has increased very slowly, or has remained
 

in the case in Argentina, Brazil,
stationary, or may even have declined, as 


Chile, Central 1merica, and Peru.
 

/Table 11.12
 



Table 11.12 

LATI1, AMERICA - INDICES OF PER CAPITA GROWTH 1961-1963 

(Base: 1961 = 100) 

Gross Product of the Agricultural
Domestic Product 

Sector
 

1. Argentina 196 .1961
100.0 95.0 -- g M93:88.6 100.O2. Bolivia 98.7 95.1100.0 1O1.6 
 105.2 
 100.0
3. Brazil 100.9 108.3100.0 102.1 100.5
4. Chile 100.0 102.7 99.7100.0 104.7 104.95. Colcmbia 100.0 95.3 91.3100.0 102.6 
 103.9 
 100.0 102.2
6. Costa Rica 100.7100.0 104.7 
 108.1
7. Ecuador 100.0 109.9100.0 101.8 104.0 100 08. El Salvador 103.0 104.2100.0 105.4 109.9 100.0 114.29. Guatemala 116.8100.0 99-5 103.8 100.0 104.910. Haiti ...1000 103.8 103.911. Honduras ...100.0 102.7 lc1.6
12. Mexico 100.0 102.8 106.1
100.0 lO1.8 1034.6 
 100.0 101.9
15. Nicaragua 100.3100.0 107.4 115.914. Panama 100.0 112.5 123.8100.0 106.8 107.5 100.015. Paraguay I01.6100.016. Peru 98.8 101.0
100.0 104.3 105.4 100.0 107. 317. Dominican Republic 100.0 1.0 11.3 

94.3 
...
18. Uruguay 100.0 
 96.5 93.2 ..19. Venezuela 
 100.0 103.9 106.7 100.0 107:3 1/ .12.5Il 

.*. "o data available.
 

.. Aggregate value. 



Table 11.12 (Cont.)
 

Sources: 
The indices of gross domestic product were prepared on the basis 	of growth rates
contained in Table II1. 
of this document.

population .contained in Table II1. 

To estimate per capita indices, growth rates of
were used. 
Indices of the product of the agricultural
sector were taken from the sources indicated below. 
(Numbers refer to countries.)
 

1. Doc. CIAP/14o, Table 1.
 
2. Doc. CIAP/l21, Table 1.
3. Brazilian Institute of Economy, Economic Board, February 1964, Doc. CIAP/142, p. 24.4. 
Fulfillment of the National Economic Development Program, 1961-1970; Planning Board,
CORFO, Doc. CIAP/J28, Table 2.
5. For 1961 and 1962, Bank of the Republic "Cuentas Nacionales 1950-1961" and "Cuentas
Nacionales 1962." 
 For 1963, preliminary estimate prepared by the IBRD. 
Doc. CIAP/98,


Table 1.
6. 	Department of Economic Studies, Central Bank of Costa Rica: 
 "Sistema de Cuentas 1acionales de Costa Rica, 1950-1962", Table7. 	 II, p. 58.For 1961, General Economic and Social Development Plan, Book One, Table II1..1962 and 1965, estimates For 
Board, Table 

of the Central Bank and of the National Economic Planning1 of the "Resumen de le Evoluci6n
Principales 	 de la Economia Ecuatoriana,y el Financiamiento 	 las Metasdel Plan en 1964-1965," working document presented bythe technical personnel of the 
 anel of Experts to the Subcommittee of the CIAP on
Ecuador. 

8. 
Series nrepared by the Planning Office to be used as a basis fzr the over-all projection
of the gross domestic product.
9. Revision of the National Accounts made by the Planning Office, with the cooperation of
the Joint Programming Mission for Central America.
11. Department of Economic Studies, Central Bank, Economic Report 1965, Table 1.
12. 
 Annual Report of the Bank of Mexico, Department of Economic Studies.
13. 
 For 1961 and 1962, series prepared by the Planning Office for the "Analysis of the
Economic and Social Development Of Nicaragua 1950-62," Appendix Table No. 17. 
 For i -55,
continuation of the series prepared by the Central Bank in its Arnual Report of i{'&7,

Table No. "0.
IL. Inform. 

IN, Panel 
ation sent by the Statistics and Census Bureau to the technical zperson::el of theof Experts.

16. Public investment program, Table 11.2. 
 National Planning Institute. Doc. CIAP/151, 
Table 11.4.19. Prepared on 
the basis of information published in the National Plan.
 



By w:y of illu6trition, consider the cLo -,)f Nicaragu-j, one cf thecountries showing a rapid growth in the gross agricultural product: 

Index

1962 1 (1962=100) 

(Rillions of c6 rdobas 
of 1958)Gross agricultural product 
 772.4 874.3 
 113.2
 

Of which: 
Product for export 
 366.4 465.4 127.0

Product for domestic consumption 406.0 408.9 100.7
 

Source: Central Bank, Amnual Report 1963, Table No. 30. 

Furthermore, 
even the total gross product per inhabitant of the sector

has declined in a large number of countries in the area.
 

In the case of Central America, it is 
seen that the increase in imports of food products was in the period from 1950 to 1960 almost three
times greater than the rate of expansion of the procuct of the agricultural sector, which is a ,3ymptom of the tressure demand.of The subcommittees called these trends 
one of the most important structural distortions 
to explain not only the slow rate of deve]opment but also the
 appearance and intensification of inflationar,- pressures.
 

21. 
 A preliminary analysis of the development of the agricultural

sector in most of the countries of the region confirms the importance thathas been given to certain obstacles that have led to the situition descri-din the preceding paragraph. imong the princip.l ones are these: a) defectsin the agrarian structure, particularly in land tenure; b) technologicalsta~natqnq Or G51ow prVZsa that is reflected in low yields; and Q) structural and functional defects in the marketin. systems, which are 
translated intQ a deteAoratioij of the relationship between the prices received 
and t ©se paid by th f omers. 

22. When stivotural reforms are dealt with, the policies of the coun
tries of the regLo Ain regard 'to agrarian structure will be examined. i,ithrespect to 0''eMC d1es, the subcommittees emphasized the passiveness
with which the development of the agricultural sector is contemplated. T1c
absence of sufficiently coherent and incisive policies oriented toward the
promotion of production has prevented giving a timely stimu..s 
to crop and
stock raising. Even in the cases 
of the countries that have a development

plan in execution, the subcommittees observed that, in general, there 
was
a considerable lack of attention to the agricultural 
sector and of coordination between this sector and the general program. 
 In the case of
Colombia, for example, the CIAP offered its collaboration to that country 

/to accelerate 
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to accelerate and complete the )repration of subsectorel olerns that would 
facilitate such coordin.tion. The subcommittees tlw.t studio'3 t}he co:ntries 
that are in the process of preparing t1heir economic and soci,.1 developr:ent
plans expressed the hope that they would avoid the deficiency mentioned in 
the preceding paragraph. 

e. The preparation of projects in planning 

23. The subcommittees noted with satisfaction the rapid progress of 
planning in Latin Lmerica. Nine countries have already presented their
 
development plans for evaluation and all the rest are at various stages

of their preparation. Several of them, especially Argentina, Brazil, and
 
Uruguay, will finish their plans shortly. There are still many problems
in relation to planning, but in general the subcommittees felt that the
 
countries had made well dirpoted efforts to solve them. The great liri
tation on the preparation of plans and on the effectivenests of planning
 
continues to be the antiquated administrative structure and th - scarcity

of skilled personnel, which international technical assistance has not
 
been able to solve fully, as was indicated in the specific case of experts
 
on economic planning during the meetings of the Subcommittee on the
 
Dominican Republic.
 

24. There is, however, one aspect of planning, namely the prepara
tion of projects, that continues to be a critical problem for mcst ef the 
countries of the region, since it limits the capacity for investment and, 
therefore, the utilization of external financing. /Aong with the scarcity
of public saving, it is often the factor that has the greatest w-eight in 
connection with the slowness of the disbursemer t of credits granted. 

25. The deficiencies in the preparztion and availability of projects,
which were noted in the preceding paragraph, can be attributed to a great 
variety of causes. Lmong these, it is appropriate to point out: inadequate
administrative organization; a state of insufficient development in which
 
many sectors of the economies of the countries of the region find them
selves, which has not permitted the training in sufficient numbers of the 
engineers -nd other technicians necessary for the preparation of 9rojects; 
a lack of financial resources to take care of the expenditures caused by 
the preinvestment work; and a lack of attention noted in most of the coun
tries that have prepared plans, with respect to the stages of execution 
and supervisory control of them.
 

26. Nevertheless, the subcommittees found that some countries of the
 
region have reached a stage in the preparation of projects that is satisfac
tory, even though it still needs to be improved, particularly in certain 
sectors. Thus the Subcommittee on Mexico recognized the noteworthy advances
 
which that country had made in the preparation of investment projects and 
in the organization of the institutions devoted to that end, as well as 
in the training of personnel. The Mexican experience in these fields could 

/he translated 
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be translated into tingible benefits for the other countries of Latin 
America if Mexico could give them technical cooperation in this rerard. 

f. Inflation 

27. The subcommittees indicated their concern over the consequences

of the inflationary process on the over-all development of the economies
of the various Latin imerican countries. In Table I.13, which shows the 
increase in prices during the last ten years in the 19 countries of the
 
region, it can be observed that the rise in prices has been particularly

sharp in the case of Brazil, Argentina, Uruguay, Chile, and Colombia,
 
especially during the last few years. 
 During the most recent period, there

has also been a relatively accelerated rise in the lost of living in Peru 
and the Dominican Republic. A second group of countries consisting cf
 
Mexico and Bolivia, was subject to a serious inflatlonary process during

the first part of the period under study, but the cost of living has been
 
stabilized appreciably in recent years without detriment to the rate of
 
development. 
Lastly, the Central American republics, Ecuador, Panama, as
 
well as Haiti, have maintained a marked stability in their price levels
 
from 1954 to date.
 

28. The subcommittees recognized the complexity of the Latin iumerican 
inflationary processes in which various causes have played a part and
 
which require a group of measures that will make it possible to stop the
 
rise in prices without hindering the real economic growth. The partici
pants in the Subcommittee pointed out, in the case of Chile, that some

of the causes for the present inflationary process were an active partici
pation of all the social Groups in the political and social process, with

each group endeavoring to increase its participation in income, with the
 
resulting variations in prices and salaries; the 
 fiscal deficit, particu
larly important during the initial stages of the present inflationary 
process, in 1962; and the inelasticity of the supply of agricultural prod
ucts. 
 The Subcommittee also stated that this complex inflationary process

requires solutions that are not limited to monetary and fiscal policy, but
 
that constitute a joint strategy aimed at solving the short and long-term

difficulties that confront the country in this connection. In the cases
 
of Argentina and Brazil, the subcommittees also took note of the distor
tions caused by inflation in the process of development of those countries 
and of the consequent need for reaching a relatively stable price level
that would permit an orderly execution of the economic and social policy.

In both cases, it was indicated that the slowness of the expansion of 
agricultural production for domestic consumption, and the wage and salary

policy as 
well as deficits of the public enterpriseswere some of the most
 
important inflationary elements. 
 In the case of Colombia, the Subcommittee
 
stressed the importance of increasing the national government's saving as a
 
prerequisite for the country to finance the current volume of public invest
ments required for its development without increasing the inflationary 
pressures to which its economy is still subjected. 

/Table 11.13
 



Table 11.13 

LATIN AIERICAs VARIATIONS In THE INDICES OP THE COST OF LIVING - YEARS 1954-1963 

(Percentages of variation in the 12 months ending in December of each year) 

1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1/ 

Argentina 16 8 16 26 50 102 12. 19 32 27Belivia 2399 68 473 -14 19 10 1: 7 3 - 2 11%razi1 23 17 27 15Chile 71 84 37 
23 42 32 4 62 81 8917 32 
 33 
 5 10
Colombia 28 45 481 2 7 24 7 5 7 5
Cesta hoc 5 46 24
7 2 -1 4 2 0 3Ecuador 0 5 34 -2 2 - 2 
 0 0 3 3 5
1 Salvador 7 2 3 - 6 

4 6
3 - 1 0 - 4 2Guatemala 2 22 3 0 - 1 1 0 - 3 3atf -2 1 2 2/10 -5 10 -3 
 -3 - 2 
 - 8 3
eondurne T.....7 0 - 1 -2 5 0 0 0 5
M~xio 312 17 - 2 111 8 0 8 - 2 2Nicaragua 0 213 16 -14 1 2 - 2 2Panam& 3/ 0 0 0 0 0 

-2 0 4 6 
0 0 0 1PPagua7 18 25 18 15 3 9 

-1 -. e 
14 .. 
 . .. ...Per 5 4 6Dominican RepublIc - 1 - 1 1 

7 
7 

9 20 9 5 10 12 c5 3 6Urusue', - 5 15 1117 9 6 218 20 46 36 10 11 
 44 44
Venszuela 
 2 - 2 1 1 2 4 2 1 -2 1 .2 

1. Variation in prices between June 1963 and Jurie 1964.

2. Variation in prices between May 1963 and May 1964.3. Indices estimated on the basis of annual and quarterly averages. 

Source: IMP, International Pinincial Statistics. 
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29. It should be noted that, as a rule, the relatively more developed
countries of the hemisphere have undergone the highest degree of inflation.
In most of those countries (Argentina, Chile, Colombia and apparently
Brazil during the post year), the periods of greatest acceleration ofprices have coincided with lower rates of real growth. The economies inwhich a large sector of subsistence agriculture still prevails, in which 
pressures of wages are weak and there is a lower level of urbanization
and industrialization, as may be expected, a greater price stability prevails. In fact, among the larger countries, only Mexico and Venezuela

have been able, during the last years 
of the period, to maintain an important economic growth with satisfactory stability, possibly as a result oftheir greater c4pacity to import. On the other hand, among the relatively
less developed countries, only Bolivia and Paraguay were subject to theproblem of inflation, but they have both been successful in their recentefforts toward stabilization. The incipient process of inflation in theDominican Republic appears to be explained by the eruption of social

forces following the political changes 
 that were necessary there. 

30. Inflation in the Latin American countries is due to romplex

interdependent causes that it 
 is not pertinent to analyze in this report.However, in the meetings of the subcommittees some causative elements
 
were mentioned that have a particularly direct influence 
on the present
situation. The following can be mentioned: the important expansion of
publ expenditures as a result of social demands, in view of which theincrl4se in tax revenue has not been sufficient;.a lack of coherent andwell-defined policies on prices and wages; a reduced capacity to import,
whichVhas been mentioned, caused primarily by the slowness of the expansion
of exports and by the increasing pressure of the service of the externaldebt on the balance of payments. This situation has become more serious
in its effects owing to a failure to adopt suitable import policies andthe relative inelasticity of supply in the agricultural sector. Some ofthe subcommittees recognized that the removal of causesthose would requirea gradual and persistent effort on the part of the governments, which would
have to be supported by international financial cooperation* 

/4. Structural 
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4a Structural Reforms
 

a. Fiscal reform 

1. The "ubcommittees of the CIAP examined this problem in 
connection with the objectives of the fiscal reform that should be made

within the framew tk of the Alliance for Progress, which can be sum
marized as follcws: a) an increase in publcic revenues; b) a more
equitable distribution of the tax bu;den; c) providing fiscal incentives
 
for investment; and d) maintenance of reasonable conditions of stability

favorable for development,!/
 

2. In general, the subcommittees observed that since the beginningof the Alliance, all the countries had made efforts to introduce structural reforms in their tax systems and to strenigthen the adinistration 
of taxes, This is probably one of the fields in which the greatest
domestic effort has been nade, notwithstanCing the political problems that any reform of this rature Pntails. In spite of those efforts, in view
of the increase in exrenditur-es.the increase in current revenues has notalways reached the rate of growth requi.red for it to be the fundamentalbasis for the formation of public savings, upon which the efficient
execution of investment programs in development plans depends.
 

3. The rubcommittees ccnsidered that the problems and limitations

of tax reforms could probably be attributed--with respect to the goal
of increasing the public rescurces--to the need for obtaining, at the same time, a more just treatment for taxpayers and for offering suitable

incentives to private investment. Fol those reasons, it 
was considered
that the progress : chievod in the adoption of tax reforri nhould be
evaluated as a whole, taking into con,;id3ration the scope of the aims
that have been sought. The following consideiation3 on the process of
reform are made along those lines. 

4. The -:.bcormi'tees considered it important to emphasize that,at the present time, all the Latin American countries have a generalsystem of income tax and that in more than half of the countries, effortshave been made to strengthen this hx-, that vr.ry from the total replace
ment of the former system by new laws (Colombia, Chile, The DominicanI'epublic, Ecuador, El Salvador. Guatemala, Haiti, Honduras, and Uruguay)
to important changes in structure, such as modifications in tax rates,

minimum exemptions, procedures for collection, and the like (Argentina,
Bolivia, Brazil, Costa Rica, Mexico, Panama, Paraguay, Peru, and 
Venezuela.) 

1. See "The Alliance for Progress: its First Year, 1961-1962" 
('Pan American Union, Vashington, D. C,, 1963) page 47.
 

,. Although 
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5. Although the foregoing measures have not yet led to veryimportant increases in tax collections, they have introduced elements ofequity into the systems, which still rely almost entirely upon indirect 
taxation. 

6. Reforms tending in the same direction have been made in thestructure of capital, inheritance, and gift taxes in Panama, Guatemala,Costa Rica, Colombia, Chile, Ecuador, Nicaragua, Paraguay, Uruguay, and
Venezuela.
 

7. 
 In relation to indirect taxation, which in general, is more
easily administered--the probable reason for the marked dependence upon
this group of taxes to obtain public revenue.-reforms have been madethat lay a greater burden on nonessential consumer goods, thus introducingprogressive elements into the system. These are the tax changes, in all
probability, that have affected collections most. 
 They have taken the
form of introducing or modifying the sales tax, as in Colombia, Costa Rica,
Honduras, and Peru, or of changes in specific excise taxes, as in Argentina,
Brazil, Guatemala, Mexico, El Salvador, Ecuador, Panama, Paraguay, and
 
Venezuela.
 

8. ]xport duties, which are particularly important in somecountries, are of the same nature as excise taxes. 
 Modifications have
also been introduced in these duties and in import duties, in most cases
for reasons of tax collection. Instances o, the former are furnished by
Argentina, Brazil, Costa iica, Ecuador, Guatemala, Paraguay, and Peru,
and of the latter by Argentina, Colombia, Nicaragua, and Panama. 

9. 
 Reforms designed to develop an incentive policy have been carried
out in Argentina, Brazil, Costa Rica, Ecuador, Zl Salvador, Chile, Mexico,
Panama, and Guatemala and the Centralby merican Tax-Incentives Agreement. 

10. As with the structural changes noted above, some countries have
worked to strengthen tax administration, which is one of the most ef
fective ways to increase collections.
 

1. Within the Subcommittees the consensus was that an almost
universal effort 
to adopt reforms in compliance with the mandates of theCharter of Punta del Este is clearly apparent. It must nevertheless be
pointed out that since by its very nature the adoption of reforms isusually a slow process, a sustained effort must be maintained over arelatively long period of time in order to achieve satisfactory results.
Without ignoring the political and even technical difficulties inherent
In so vast a reform, the CIAP ;ubcommittees stressed the importance of
recoubling efforts toward the adoption of reforms, and in one meeting,
attention was called to the need for supporting, by means of timely
external financing, the efforts of countries where results are subject
to unavoidable delays. 
 It would appear, moreover, that the measures
indicated have not always been adopted in such a way as to harmonize with
admnistrt 'ive .teform and with the formulation and execution of development planb-.a fact that might eventually constitute a serious limitation
upon development by making it difficult to meet the goals for financing
public investments. 

/12. The ClAP 
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12. Thu CIAP subcommittees therefore considered it of major importance
 
to indicate thn .u-gency of integrating reform programs with general develop
ment plans sc qs to attain the necessary levels of public savings to achieve
 
the financing objectives of the plans.
 

13. Some Subcommittees also agreed that many countries have the
 
capacity to increase government income because the over-all tax is still
 
at moderate levels. On the other hand, in certain cases, the present
 
structure and the reforms introduced have not succeeded in fundamentally
 
changing the inequitable distribution of the tax burden. In this connection,
 
it was considered indispensable that the tax system effectively place a
 
fair share of the common burden on the sectors with the largest resources.
 

14. Furthermore, the ,'ubcommittees emphasized that only through 
substantial increases in public revenue, not by means of tax reform alone 
but by making needed adjustments in other aspects of the public sector, 
such as the price policy of autonomous institutions, the social security 
system, and public spending policy, can the fundamental objectives of 
development be attained and economic and social inequalities be corrected. 

15. Because of all this, it was emphasized that the countries of
 
Latin America must intensify their efforts to achieve tax reforms and ef
fective tax administration within a reasonable time, despite political
 
difficulties ane the obstacles that certain groups place in the path of
 
the reform process. 

b. Agrarian reform
 

1. In considering the problems of agrarian reform, the CIAP 
subcommittees took due account of the fact that since 1961 eleven countries 
have adopted legislation on the subjects, pointing out that only three 
of them (Bolivia, Mexico, and Venezuela) had begun reform action prior to 
the Charter of Punta del Lste. The new legislation was adopted in the 
remaining eight countries as follows: Colombia and Costa Rica in 1961; 
Chile, Guatemala, Honduras, Panama, Peru, and the Dominican Republic in 
1962; Ilicaragua and Paraguay in 1963; and Ecuador and Peru this year. 

2. Besides this legislation some of the countries have adopted
 
specific measures relating to other aspects of the problems of agricul
tural development, such as resettlement programs, agricultural credit,
 
and technical assistance, that can be of help in achieving reform
 
(Argentina, Brazil, Ll Salvador, Haiti, and others).
 

3. At the meetings of some of the subcommittees, reference was 
made to the decisive i::portance of the agrarian structure in hampering the 
development of the agricultural sector, which necessitates the adoption 
of measures modifying the existing system so ,u to :,chilve :. orc r..i,, and 
vigorous development of agriculture. 

/4. Some
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4. Some subcommittees indicated their pleasure at the adoption of laws
and the initiation of reform programs in the respective countries. It wasnevertheless observed that, in general, the advances in the region's agrarianreform programs have not yet had the impact that the importance and magnitude
of the problem calls for. The difficulties and obstacles to be overcome,
and the complications involved in changing the agricultural structure, can
not be ignored, but it can be objectively stated that no change in tho
agrarian structure, on the scale needed in a mjcrity of countries, is yet
perceptible.
 

/5. Other 
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5. 	Other Fields of Action C ed by the Subconmittees 

a. Regional economic integration 

1. 	 The broadening of national markets was recognized by the Latin 
American countries in the Charter of Punta del Este 
as an indis'ensable
 
condition for sneedine up the economic development process of the
 
Hemisphere and as a suitable means of obtainink. greater productivity,

through industrial comiplementarity and specialization. As a result 
the subcommittees of CLIP were also concerned, in their country studies, 
with this sphere of action, and stated that countries with p)lans in 
preparation should heep it in mind in drawing u-9 the pertinent policies. 

P. The Central American Subcommittee also recognized the impor
tance of setting up the Fund for Economic InteGration of this reion,
 
and noted that this subject was discussed by the delegates of the
countries and officials of the Central American Bank, the General
 
Secretariat of the Treaty of Econovic Integration (SIECA), and the
 
Agency for International Development (AID), who in order to advance
 
this important project deemed it adrisable:
 

a. To recommend to the Central American Integration Bank (BCIE)

that it finish its study on the various alternatives for Fund 
operation, presenting solutions to such specific problems,
 
as the srstem of national contributions.
 

b. To complete study of the projects that would be financed by
 
the Fund, in order to determine their stage of preparation,
theiV schcdule., exid thc.r corrcsnonding ".?riority. 

c. 	To remuest the Agency for International Development to com
municate to the Central American Bank of Economic Inte-ration
 
in as -,reat detail as possible, suggestions about points that
 
should be clarified or settled in order to facilitate the
 
establishment of the Fund., so tha these maK be considered in
 
the 	aforementioned study. 

d. 	 To convene ne:xt month, when the foregoing information has been 
compiled, a meeting of representatives of the C~ntral Americin 
overmentsj BCIE, SIECA, AID, DB, IBRD, and IMP,for tie 

purpose of adopting pertinent recimendations. 

b. Administrative reform
 

1. The nublic administration syster.sof the Latin American coun
tries are not, in general, established in such a manner as to meet the 
needs attendant on the preparation, e:ecution, and control of economic 
and social development plans. The CIAP subcomittees suggested that it 
would be vell if those systems-- includin,; relations ith local -overn
ments, decentralized agencies, and non,,overnmental organizations--were
adapted to the duties that e..ecution of the Alliance for Progress vill 
entail especially in relation to cariyin out a planned development polic 
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2. 
On several occasions the subcommittees stressed the importance
of administrative reform, and 	they had an opportunity to study, especiallyin the case of Chile, the reforms carried out in the area of tax administration. Many of the government representatives mentioned the programs
that are being carried out in their countries, and the subcommittees could
appreciate the efforts made; however, these have not yet, generally speaking,
taken full effects, as can be seen in the shortcomings observed in the
drafting of projects and in other fields of development policy.
 

c. Integration of national markets 

1. At the First Meeting of CIAP, held in Mexico City, a broad study
was made of proposals for achieving the objectives of the Alliance for Progress
through the integration of national markets, which was considered one of the
most effective forms of supporting the efforts under way for Latin American
regional economic integration and of helping to create favorable conditions
for increased exports of agricultural and manufactured products.
 

2. 	The subcommittees of CIAP examined this sphere of action from different
points of view, through projects relating to a) agricultural marketingcredit--storage, transportation, 	 and
distribution and so on; b) marketing of animalproducts--slaughterhouses, meat-packing plants, and sothe utilization of industrial capacity; d) marketing of 

on; c) improvement in
 
fish; and e) transportation and communications systems. The subcommittees felt, in general, thatthis was one of the fields still neglected by development policy and one in
which there were many possibilities for effective projects.
 

d. 	Policies aimed at increasing cooperation
 
between thepublic and private sectors
 

1. The subcommittees on some of the countries spoke of the need to
intensify efforts toward integrating the private sector into the planning
job.
 

2. 
In general, the Subcommittees expressed the opinion that it is
advisable for the governments of Latin America to initiate and/or intensify
policies aimed at helping the private sector, through the granting of technical
assistance credits, to increase and diversify its production. 
The 	Subcommittee
on Mexico emphasized that country's success in this field, and the one on
Central America stressed how important it is that the regional financing
agencies, mainly the Central American Bank, facilitate procurement of workingcapital for 	industrial enterprises.
 

/e. Housing 
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et Housing 

The subcommittees recognized the shortage of housing in Latin 
..merica, and stated the need for increasing the construction of low
cost housing for low-income families. They further notd th3t the 
real housing shortage is greater than the visible one because so many 
inadequate dwellings need replaoomont.
 

f. Other fields of action 

1. The CIAP Subcommittee on Costa Rica placed in its conclusions
 
a request that a new consultative group be sent to this country to make 
a concrute evaluation of the situation there vs soon as the results of 
the coffee harvest are known.
 

2. The Subcommittee on.Honduras expressed particular intercst in 
cooperating in the effort that should be made to prevent as much as 
possible the serious consequences of the plague tht is affecting the 
forest wealth of Honduras and threatening other Centrnl Aerican 
countries. To orient immediate action, it was decided to set up a 
working group to formulate recommendations without delay. 

/6. External 
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6. External Financing 

a. Sumary of the balaace-of-pay nents projection for 19.65 and .1966 

1. For purposes of determining the recuirements of external financing, 
the subcamittees took note of the balance-of-payments projections for 1965 
and 1966 that are sumarized in Table 11.14, .hich covers countries that 
axe carrring out development progrwns that have bean, or are being, eval
uated by the Panel of 'fxperts, and. Table 11.15, which covers the other 
countries of the region.
 

2. The subconmittees felt that the projections mentioned in the
 
preceding paragraph were generally consistent with the economic
 
structure of the Latin American countries, wcith the trend of their ex
ternal sector, and with the conscious develonment effort in which the
 
Hemisphere is engaged in accol'r4ance with the principles of the Charter
 
of Punta del Este. In the case of countries having a plan, it should
 
also be remembered'that the projections were made within the general
 
framework furnished by the pro-rmiu and by the evaluation conducted by the
 
ad hoc committees, all of which siipplied a broader base for determining
the requirements of external resources to meet the goals of economic
 
growth and social developnent.
 

3. The subcommittees likewise recognized that the projections 
pertaining to countries that do not now have plans evaluated by ad hoc 
committees are subject to correction when the programe ha.-e been dramn 
up and studied as set forth in the Charter of Punta del Este. Neverthe
less, the subcamittees accepted the figures for those years as repre
senting the relative magnitude of the variables in the external sector 
of those countries.
 

4. As may be seen by considering Tables ILl4 and 11.15 togethe-, 
the total gross requirements of external resources of the Latin American 
countries, excluding Venezuela, come to around 3 500 Lillion dollars 
in 1965 and 2 900 million in 1966. The origins of those reauirements 
and their distribution between private and official sectors can be sum
marized as follows:
 

Deficit in current account 1 2JOt 1 4 
Amortization in the public and 

financial sectors 1 062.7 1 . 

Variations in gross axaounts of
 
gold and foreign exchange of
 
the financial sector 13.0 84.7
 

TOTAL 3 275.7 2 920.1
 

LESS
 
Net receipts of private capital 510.1 503.5 
Gross requirements of the public 

emd financial sectors 2 957. 2 419.8 

/Table 11.14
 



Table 11,14 

COUNTRIES WITH PLAN* -LANCE-0F--PAYIEXTS PROJECTIONS FOR 1965 AND 1966 

(Milions of dolla,) 

Balance on Additional 

pervoaes B Amortization Variations Gross re- Predic- requirements 

xports 
o 

goods 

Imports 
o 

goods 

Merohandise 
balance 

private
transfers 
and other 
current 

trans-

Balance 
on 

uent 
account 

set 

oprivat 
ptal 

in public 
end 

financial 
sectors 

h/ 

in gross 
monetar7 

assets or 
financial 

sector 

quiroments table dis-
or bursements 

public anaof inanc-
financial ing already 

sector pranted 

or external 
resources 
for the 
public and 
financial 

actions a/ sectors 
(1) (2) (3-1.2) (4) (5s.34) (6) (7) (a) (9-5 6-7.8) (10) (11) 

Bolivia 2 
Colombia 2 
Chle,2/ 
Zcuador / 
Mexico 
Panama 2/ 1 

95.8 
600.0 
56300 
190.5 

1072.0 
65,2 

- 135.5 
- 6000 
- 592o0 
- 157.1 
-1488.0 
- 167,6 

- 39.7 
-

- 2990 
33.4 

- 415,0 
- 102.4 

- 24.3 - 64,0 
- 125.0 - 125.0 
- 150.0 - 179,0 
- 72.6 - 39.2 

226.0 2/- 290.0 
73.0 29o4 

17.5 
30.0 

O0O 
17.4 

221.0 
14.0 

- 3 
- 137.0 

18210, 
- 10.7 
- 167.0 
- 3.0 

/ 
-

-

-

-

-

1.8 
68.0 
1.4 

- 57.8 
23-- 2.O 

- 3510 
- 3403 
- 304.4 
- 22.8 

54.9 
104.0 
110.0 

18.2 
161.4 2 

15.04 

- 2.9 
- 128.0 
- 241.0 
- 16.1 
- 142.6 
- 7,4 

Peru 680.0 - 690.0 - 10.0 - 67,0 - 774 10.0 - 35.0 - 38.0 1/ 140.0 87.0 - 535.0 

SUBTOTALS 3266.5 -3830.2 - 563.7 - 239,9 - 803.6 319.9 - 546.0 - 122.2 -1141.9 550.9 - 591.0 

Venezuela 2761.0 -1396.0 1365.0 -163.0 202.0- 187.0 - 3600 - 122%0 - 15000 210,0 - 40.0 , 

TOTALS 6027.5 51-5226.2 51 801.3 -14209 - 601.6 132e9 - 58200 - 241.2 -1291.9 660.9 - 631.0 

Bolivia / 101,3 - 144.8 - 43.5 -. 26,0 - 69.5 20.2 - 16.6 - - 65.9 36.1 - 29.8 
Colombia p/ 
Chile 2j 

3aIr/200,0UexRco 

Panama 2/ / 

629.0 
600.0 

"1094.0 

67.0 

- 627.0 
- 605.0 
- 168o5-l5200 

- 176.3 

2.0 
- 5.0 

31o5 - 45.0 

- 145.0 - 143.0 
- 144,0 - 149.0 
-77,9 - 46.4116.0 9- 319,0 

_10.377.4 - 31.9 

35.0 
20.0 
20.3 

215,0 
20.0 

- 115.00 
- 246.0 
- 11.1 

176,0 
- 3.2 

-

-
-10.1 

- 40.0 1/ 
- 2.0 

- 223.0 
- 575.0 
- 47.3 
- 520.0 
- 17.1 

52,0 
550 
507 

200,0 vi 
12.5 

- 191.0 
- 320.0 
- 41.6 
- 120 
- .6 

Peru 720.0 - 755.0 - 35.O - 73*0 - 1C.0 15,0 43.0 190 3/ - 155.0 33.0 - 122.0 

SUBTOTALS 3411.3 -4005.6 - 594.3 - -72.5 - 866.8 345.5 - 610.9 - 71.1 -1203.3 37403 - 829.0 

Venezuela 2872.0 -14&,0 1376.0 -1237.0 139.0 - 94.0 - 40.0 - 213.0 - 108.*0 64.0 - 44,0 

TOTALS 6283.3 1/-5501.6 1/ 781.7 -150995 - 727.8 251.5 - 650.9 - 184.1 -131203 438.5 - 873.0 

I 



Table II-i2 (eont.) 

Notes 

a, 	 -The SubooFmitee also 'acepted en alternative projection, with fewer export.9 underwhich the

additional requirements of external public funds would amount to USSIO.2 million (see minutes
 
of the Subcommittee).


b. 	 The Subcommittee estimated that the coloabian requirements of external resources from loans 
or1gifts unauthorized "4 of the middle or 1964 would amount to between USSlO0 and $150 million
 
in 1965 (sao minutes of the Subcommittee).
 

a. 	The Subcommittee on Chile acoepted these projections provisionally, since it was felt "at

fir.al estimates of requirements will depend upon the policy adopted by the now government. 
The
 
technical mission of the new administration that attended an informal meeting of the subcommittee

presented an alternative projection, which the subcommittee did not have time to study carefully,

under which the additional requirements would be US5356 illion inst(ad of US5241 million (see

supplementary minutes of the Subcommittee on Chile).


d. 	 The estimate of external financing requirements resulting from the~e p ojections was considered 
a miniavA by the Subcommittee (see minutes of the Subcommittee). 

e. 	 No balance-of payments projectionwas included in the minutes of the Sub-ommittee, and these figures
wore therefore taken from working documents. 

t. 
In these projections no consideration was given to the need-accepted by the Subcommittee-for
 
emergency aid 	to oountereat the effects of the Canal crisis (see minttes of the Subcommittee). 

g. 	 Official transfers are not included. 
h. 	Gene3.lly speaking, variations in the assety of commercial banks have not been taken into
 

consideration.
 
i. 
Figure adjusted according to' the conclusions of the Subcommittee, red'Acing the projection presented 
 \0
 

by the technizel staff of the Panel of Experts by .'6 million dollars (see minutes of the Subcommittee). \-n
j. 	Includes 46 million dollars for reduction of arreara in import payments. tk. 	 Includes not balance o* border transactions, derives partly from movements of merchandise. 
1. 	 Includes short-term capital movements and transactios in sequrities.
a. 	Trcludes the net balance of transactions with the Canal Zone, derived partly from movement of
 

merchandise. 
n. 	 The Subcomnittee also acceoted an alternative projections with fewer exports, under which the 

additional requir*ments of external public funds would be US557. million (see minutes of the
 
Suboomittee). 

o. 	 The Subcoomittee estimated that the requirezents of Coloabia for external resources from loans and
 
gifts unauthorized as of the middle of 1964, wculd be S150 in 1965 
 and MO0 million in 1966 (see

minttes of the Subcommittee),
 

p. 	 The Subcomeittee on Chile accepted these projections provisionally, since it was felt that the final
estimate of requirements will depend upon the policy adopted by the new government. The technical
 
mission of the new administration that attended an informal meeting of tha Subcommittee pr :ented
 
an 
alternative projection, which the Subcommittee did not have time to study carefully, under which 
the 	additional requirements would be USS362 million instead of USS320 million (see minutes of the


Cr Subcommittee). 
q. 	 These figures, added to the totals of Table 11.15, represent the total exports and imports of Latin
America. 
To arrive at the total exports and imports of the region considered as a unit, the
 

estimates for inter-Latin Acerican trade would have to be deducted from the total presented here.
 
Since the deduction would atfect exports and iaports equally, the balance would remain the 
same.
 

r. 	 Provisional estimates of the technical staff of the Panel of Experts.
 

Sources Evaluation R--orts, minutes, 
and 	working documents*
 



COUNTRIES ITH4OUT PLANs BALANCE OF PAYENTS PROJECTIONS FOR 1965 AND 1966
 

(Millions of dollars) 

Balance o2 ortizatiom Variations Additional 

services Net p in Gross Cross re- Predictable quirements 

Exports 
of 

Imports 
of 

Balance 
Of 

private 
transfers, 

on 
currnt 

.nflow 
of 

ad financial monetary 
sectors ssets of 

requirements disburse-
of the aents of 

external re 
sources f o 

goods goods and other private financial public and financing public and 

goods curet 
motion 

tr 
C/ 

A out Capital sector financial 
sctors 

already 
Kranted 

financial 
sector 

(1) (2) (3-1+2) 4) (5-3+4) (6) (7) ) (9) (10) (11) 

Argentina 
Brazil 
Costa Rica / 
Il Salvador 2 
Guatemala 
Haiti 

1360.0 -1129.0 
1550.0 -1450.0 

98.2 - 127.3 
185.9 - 187A4 -
170,3 - 182.4 -
421. - 44,5 -

231,0 
100,0 
291 
15 

12.1 
294 

- 194.0 
- 390*0 
- 7&0 
- 120 
- 380 
- 3.9 

57.0 
- 290°0 
- 36.1 
- 13.5 
- 5006 
- 6.3 

- 225o0 
154.0 V 
14e3 

- 2*8 
32.1 
1.2 

- 505*0 
- 725.0 
- 11.9 
- 5.2 
- 8.0 
- 2.3 

-
-
-

-
le5 
6.0 
4.2 
-

- 693.0 
- 61.0 
- 35.2 
- 27P5 
- 30,7 

7,4 

200,0 
329.0 g 

1304 
11.9 
16.5 
1.9 

-
-
-
-
-

493.0 
532.o 
21.8 
15.6 
14.2 
5.5 

Honduras 
Nicaragua 
Paraguay Y 
Dolnican Republic 
Uruguay 

87,8 
142,0 

46.1 
168.0 
205.0 

- 96.5 
- 132.0 
- 548-
- 16%0 
- 228.0 

8.7 
10.0 
8.7 
-

23.0 

-
-
-
-

14*3 
22.8 
9.9 

43,0 
3*5 

-
-
-
-
-

23.0 
12.8 
18 6 

43,0 
19°5 

5.2 
5.5 
4.0'j 
5.0 
4.7 

-
-

-

-
-

1.6 
145 
2.7 
2.4 

48,1 2 

-
-
-

-

lo0 
2,0 
2.1 
4.0 
-

20,4 
15'8 
19,4 
44.4 
62o9 

4,6 
10,0 
14.1 
25o3 
22.1 

15.8 
3.8 
5.3 

19.1 
40.8 

TOTALS 4 0 55,4 1 :- 7 9 9 .9y- 255.5 - 731.9 - 476.A - 1.8 -1316.? - 20.8 -1815.7 648.8 -1166.9 
I 

Argentina 
Brazil 
Costa Rica 
31 Salvador 
Guatemala 21 
Haiti 
Honduras 
Nioaragua 
Paraguay V/ 

Dominican Republica 
Uruguay 

1408,0 
1600.0 
112.5 
194e8 
179.1 
47*8 
9400 

147.6 
50,1 

174,0 
201,0 

-1218,0 
-1600,0 
- 132.4 
- 201.2 
- 194.5 
- 49.5 
- 102e5 
- 137.2 
- 59.7 -
- 173.0 
- 21470 

190,0 
-

199 
64 

1594 
1.7 
8.5 

10.4 
9.6 

1,0 
46.0 

- 174.0 
-. 3"00 
- 9&0 
- 13,0 
- 41*5 
- 2.8-
- 14o8 
- 23,1 
- 11,5 
- 46.0 

4,0 

-
-
-
-

-

-

-

-

-

1600 
950 
28.9 
19 . 
56.9 
4.5 
23o3 
1297 
21.1 

45.0 
42.0 

- 95,0 
180.0 
14,0 
2,4 
39&2 
1,2 

- 3.1 
5.4 
4.0 A/ 
10,0 
4.7 

-
-
-
-
-
-
-
-
-
-
-

5-9,0 
324,0 

9,14 
5.6 
8.3 
1.9 
1.9 
4.7 
2,3 

4,4 
30#5 2/ 

-

-

-

-

-

-

-

-

1.5 
2,0 
1.9 

-
1.1 
1'o 
2.3 

4.9 
-

- 417.0 
- 539.0 
- 25.8 
- 24.6 
- 27.9 
- 5e2 
- 29.4 
- 1538 
- 21.7 

- 44,,3 
- 67.8 

142.O 
146.0 2 
17,6 
10.0 
12.8 
0.5 
5.7 
8.0 
16.3 

5.3 
19.4 

-
-
-
-
-
-
-
-
-
-
-

275.0 
393.0 
8.2 
11.6 
15.1 
4.7 

23.7 
5.8 
5.4 

!9.0 
48.4 

I
TOTALS 428.9./-115.01/ 93.9 - 726.7 632.8 162.8 - 731.0 - 1505 -1216,5 3e3.6 - 832.9 
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a. In these projections, no account has becn taken of the additioncl sums needed to help to Government of Cstv. Rica overcome the 

economy of the activity of the Irazd Volcano. The minqtes of the Subcommittee of the CLAP did not include theeffects on its 

projeetiop of the balance or paymento, but the Subcommittee took note of the projections presented in the working document
 

ClAP/1O? Addendum 1, which are reproduced in this table.
 

b. The figures appearing 	in this summary correspond to the balances of individual item=, appearing in the balance 
of payments of 

Because of an original error in copying, these balances do not coincide with the deficit in
which the Subcommittee took note. 


current account and with the additional requirement. , for financing of S9.6 and £11.9 million, respectively, which appear in the
 

corresponding minets. 
balances of payments projection was placed in the minutes of the Subcommittee, and these figures were therefore 

taken from

Oo No 

revised working documents. At the request of the Representative of the Guatemalan Government, the minutes show that the 
higher than is indicated in this table

estimates of that government of its requirements for external resources in 1965 and 1966 i3 


(see minutes of the Subcommittee).
 
under which additional

d. The Subcommittee also 	took note of an alternative projection presented by the Government of Paraguay, 

requirements 	would be USS20.3 million (see minutes of the Subcommittee.) 
projectioa presented by the Goverment of Paraguay, under chich additional 

e. 	 The Subcommittee also took note of an alternative 
USS13.l million (see minutes of the Subcommittee).requirements would be 

f. 	Does not include official transfers. 
of commercial banks have not been considered. g. Generally speaking, changes in the assets 

credits. Amortizations of long-term 	private credits
 h. 	 Includes net direct investmens, net short-term credits, and gross long-term 

the public sector in the figures in column (7).are included along with those of 
USS92 million for refinancing debts falling

i. 	 The figures on predictable disbursements in 1965 of finaLncing already granted includes 


will be loaned under theterms of U.S. Public Law 480.

due that year and US$1OO aillion that 	it is hoped 

j. Includes 0.5 million dollars collected by the government abroad in const:lar fees. 

Includes 13.7 million dolors for amortization of obligations of the Bank of the Republic 
to foreign private banks, and 23.7 

million in deferred payment for imports. 
k. 


the total exports and import3 for the Latin American 	 countries.of Teble 11-14, represent1. These figures, added to the totals 
unit, it would be necessary to deduct the estimates for inter-
To arrive at total exports and imports of the region considered as a 

affect exports and imports equally, the balance would 
American trade from the totals presented here. Since the deduction would 


remain the same.
 
already granted includes USS90 million that it is 	 hoped will be loaned under 

a. The figure on predictable disbursements of financing 

the terms of U.S. Public Law 480. 
foreign private banks and 6.4 million

dollars for amortization of obligations of the Bank of the Republic to 


dollars in deferred payment for imports.
 
n. Includes 13.7 million 

Sourct Evaluation reports, minutes, 	and working documenta 
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Venezuela has been omitted from these figures because its e:xternal sector 
has peculiar characteristics that set it apart eubstantially arm the 
rest of the region and that, if. included in those totals,, might change 
the general conclusions that can be draim from them. 

5. By cormaring Tables I.14 and 11.15 it can be seen that aside 
from Venezuela mot of the shortage in the region's current account 
pertains to the coutries ith a plan. This is owingULinly to the great
er need of these countries for real external resources caused by their 
implementation of development pro-rams cciatible ith the economic and 
social goals set by the Charter of Punta del Este. The larCer amount for
 
total gross requirenents in coutries wirthout plans results mainly from 
external obligations falling due during the next two years. a factor also 
of significance for smae of the countries that are carring out develop
ment progrp.ms. 

'6. In taking note of the balance-of-payments projections, some 
subcorinittees confined themselves to analyzin6 the capital-account 
projections for purposes of determining requirements of e'.ternal re
sources° However, as the current-account balance is included in the 
analOysis, the order of magnitude of the tiems forming that balance may 
be regarfdj as having been implicitly considered. 

7. in some cases the subcotwninttee8 took express note only -f the
 
figure for financing necessary to carry out public investment plans; the 
balance-of-payments figures contained in the respective tables are con
sistent with those recomnendations of the subcommittees. In some other 
countries, for specific reasons set forth at the foot of Tables 11.14
 
and 11.15, the subcommittees received alternative projections or took
 
note of the provisional character of the projections presented for their
 
consideration. It should be noted that any variations that might finally
 
result from these cases would not alter the order of magnitude of the
 
regional totals or substantially modify the conclusions to be drawn
 
from their analysi..
 

8. In the case of Colombia the subcommittee noted the statement 
drawn up by representatives of the government and of the International 
Bank of Reconstruction and Development on the proper functioning of 
the consultative group in relation to financing the national development 
program. This is the first--and so far the only--iase of a multiple 
arrangement between international, regional, and national financial 
agencies to finance a Latin American country's general economic and 
social development plan on a regular and continuing basis. Therefore 
the subcommittee asked Colombia and the IBRD to keep ClAP informed on 
the course of that financial arrangement which may form the basis for 
similar arrangements with other countries. 

/9. In the 

http:progrp.ms
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9. In the following pages the projections for 1965 and 1966 are com
pared with figures for recent years and estimates for the present year,

and a summary is given of the CIAP subcommittees' comments on each of the
 
individual items of the balance of payments. The te.bles present two re
gional totals, one excluding Venezuela and the other including that coun
try, since, as mentioned previously, the characteristics of the external
 
sector of Venezuela differ significantly from therest of the region, and
 
thus make separate study necessary.
 

b. The current account
 

i. Exports of goods
 

1. The subcommittees recognized the strategic importance of the
 
exporting sector in the development of the Latin American economy, and
 
gave special attention to the prospects for basic products, price levels
 
on the international markets, possibilities for diversification and in
crease of exports, and the need to accelerate the processes of economic
 
integration--emphasis being given to the importance of these factors in
 
determining the countries' requirements for external financing. _/
 

2. Table 11.16 presents the subcommittees' projections of
 
exports of goods for 1965 and 1966, figures for the years 1960-1963, and
 
estimates for the current year. As can be seen, the average rate of
 
growth of exports from 1961 to 1963 was 4.9 percent annually including

Venezuela and 6 percent excluding that country. The annual growth rates
 
for 1964 and the projections for 1965 and 1966 are as follows:
 

Including Excluding

Venezuela Venezuela
 

1964 6.8% 7.8%
 
1965 2.9% 2.5%
 
1966 4.1% 4.1%
 

The drop in growth rate for 1965 is due mainly to the reduction projected
 
in exports from Argentina; the increase projected in exports from the re
gion excluding Argentina would be 4.8 percent for 1965 md 4.1 percent
 
for 1966.
 

3. As has already been indicated elsewhere in this'Report, 2/

the increase in total value of exports from the region during 1963 and the
 
estimate for 1964 resulted in large measure from the price recovery expe
rienced by most basic products in these two years. It has been assumed
 

1. For a more detailed analysis of the importance of exports in the
 
development of the Latin American economy, see pages to of this
 
document.
 

2. See Section on Exports, paraCraphs2 to 8.
 

/Table 11.16
 



Table 11.16
 

LATIN AMERICA: EXPORTS OF GOODS, F.O.B., ACTU2AL FIGURES 1960-1963; ESTIMATES 1964, PROJECTIONS 1965-1966 a/
 

(Fillions of dollars) 

Country 1960 1961 I62 1963 1964 1965 1966 

Argentina 
Bolivia 
Brazil 
Colombia 
Costa Rica 
Chile 
Ecuador 
El Salvador 
Guatemala 
Haiti 
Honduras 
Mexico 
Nicaragua 
Panama c/ 
Paraguay 
Peru 
Dominican Republic 
Uruguay 
Subttal 

Venezuela' 
Total 

1 079.2 
54.4 

1 270-0 
495-0 
86.8 
480.6 
148.7 
116.8 
112.5 
38.1 
64.4 
786-4 
63-9 
30-2 
36.8 

445.3 
157-4 
129.4 

5 595.9 
2 393.0 
7 988.9 

964.1 
59-9 

1 o05-0 
477-0 
85-? 

-444-7 
132-6 
119-3 
110-2 
.324 
74-. 
844-3 
69.9 
32.14 
43.9 
511-1 
138.9 
174.7 

5 719-7 
2 452.0 
8 171.7 

1 216.0 
'62-0 

i 2i4-O 
:" 2.Ob/ 

-. 8 
-S4-0 
143-.6 
138-9 
109-3 
4o-3 
82.5 
943-9 
9o-4 
46.2 
4o-4 

557-0 
t69. 9 
153.4 

6 078.6 
2 517.0 
8 595.6 

1 365-5 
71-9 

1 407-0 
482.o 
96.6 
542.0 
161-3 
153-8 
143-7 
43-i 
83.14 
982-7 
lO6.7 
54-.7 
39-5 
556.0 
174,2 
165.2 

6 629.3 
2 549.o 
9 178.3 

1 480.0 
84-0 

1 450-0 
570-0 
108-4 
555-0 
179.8 
168-8 
172.-4 

41. 5 
85-5 

1 025-9 
129.2 
63-7 
44.2 
628-o 
170.0 
189.2 

7 145.6 
2 655.0 
9 800.6 

1 360.0 
P5.8 

1 550-0 
600.0 
98.2 
563-0 
190-5 
185-9 
170.3 
42.1 
87.8 

1 072.0 
i142.0 
65.2 
46. 1 
68o.c 
168. o 
205.0 

7 321.9 
2 761.0 
10 082.9 

c--

i 4c8.0 
101.3 

1 600.0 
629.0 

112.5 
600.0 
200.0 
.,94.8 
179-1 
47.8 
94.C 

1 094.0 
147.6 
67.0 
50-1 

720-0 
174. 0 
201.0 

7 620.2 
2 872.0 

i0 492.2 

0 

a. 
b. 
c. 

See notes for Tables 11.14 and 11.15. 
IBRD estimate of M.ay 1964. 
Includes exports to the Canal Zone. 

Source: Nlinutes, reports, and working documents. 
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tbat for 1965 and 1966 prices will remain at approximately their present
 
levels and that there will be a moderate increase in the volume exported,
 
which, if Argentina is excluded, would be around 5 percent in 1965 and 4
 
percent in 1966.
 

ii. Imports of goods
 

4. Ta1ing note of the import projectionn for 1965 and 1966
 
that are. given in Table 11.17, the 4ubccimmittees considered thtt they are
 
consistent with the rates projected for economic growth and social devel
opment and that, in terms of these latter, they constitute the levels
 
necessary to give the Latin American economies the capital goods neces
sary for attaining suitable investment levels, and the raw materials and
 
consumer goods required to supplement national production.
 

5. The figures projected for 1965 and 1966 presuppose the
 
adoption of measures aimed at proper rationalization of imports, with
 
priority given to goods needed for economic development and social prog
ress and, because of the scarcity of foreign exchange, restrictions
 
placed on purchases abroad 9f luxury goods. Table 11.18 shows the per
centage of total imports re*resented by capital goods in 1960 and 1963,
 
the proportion estimated fcr 1964, and the proportion projected for 1965
 
and 1966; the share of imports intended for capital formation remained
 
last year, and is expected tp remain this year, at the same level as in
 
1960;.a significant increase is projected for 1965 and 1966.
 

6.. The gubcommittees recognized the effort toward substitu
tion of imports made by a large number of Latin American countries. At
 
different times those attending the subcommittee meetings indicated the
 
importance of orienting that process on a rational basis in terms of the
 
characteristics of the internal market and the purposes of Latin American
 
economic integration. It was also noted that in some countries this
 
process of substitution has already reached a level at which it is dif
ficult to continue to diversify production for the domestic market, on n
 
economic basis.
 

7. In the aforementioned Table 11.18 the projections are com
pared with corresponding data for the period 1960-1963 and estimates for
 
1964. As may be observed, no growth occurred in imports in 1962, and in
 
1963 their total value fell to the level of 1960. The drop was due, in
 
considerable part, to the recession.in Argentino and to the lowered
 
growth rate in-Brazil and other countries of the region. The projected
 
level of imports presupposes rates of growth of national product that
 
will be, with a few exceptions, compatible with the goals set forth in
 
the Charter of Punta del Este.
 

8. Past figures on imports presented to the gubcommittees for
 
consideration come from the official statistics of each country and in
 
some cases from the International Monetary Fund. In the case of some
 
countries, these figures are in FOB terms and in others they are based
 

/Table 11.17
 



Table 11.17
 

LATIN AMERICA: IMPORTS OF GOODS, F.O.B.
 
ACTUAL FIGURES 1960-1963; ESTIMATES 1964; PROJECTIONS 1965-1966 _I 

(Millions of dollars) 

Country 1960 1961 1962 1963 196" 1965 1966 

ArgentinoW 1-249.3 1 60.3 1-356.5 981.0 1 029,4 1.129.0 1.- 8.0 
Bolivia 70.3 75.2 91.5 104.5 317.0 135.5 144.8 
Brazil 
Colombia 

3 293.0 
496.0 

7,-92.0 
531.0 

1 30 . 

51 6 V 
1 294.O 

461.0 
1 50.O 

570.0 
1 450.0 

600.0 
a-.SO0.O 

627.0 
Costa&bca 99.8 97.4 103.2 112.5 125.0 127.3 132.4 
Chile-%' 540.3 614.4 549.2 637.0 580.0 592.0 605.0 
Ecuador 110.2 109.3 10.1 118.5 142.9 157.1 !68.5 
EL Salvador 
Guatemala 

122.4 
124.1 

108.7 
120.6 

124.8 
119.9 

151.7 
150.3 

177.2 
170.1 

187.4 
182.4 

20!.
1,94.5 

HaitibJ 41.7 41.2 47.1 37.5 40.4 44.5 49.5 
Honduras 65.4 66.3 73.9 87.5 91.5 96.5 102.5 
Mexicok/ :186.4 1.138.-5 1 143.0 1 239.7 I 377.5 W .0 . 1"29.0 
Nicaragua 56.4 58.? 78.7 91.O 121.3 132.0 137.2 
fanaina 108.5 123.6 144.3 162.7 158.9 167.6 176.3 
Paragtmy 45.9 44.0 45.? 42.2 47.6 54.8 59.7 
Peruy/ 372.8 461.3 532.6 553.5 600.0 690.0 255.0 
Dominican Republic 
Uruguayb/ 

90.3 
228.6 

72.1 
207.9 

131.3 
229.9 

150.4. 
176.9 

175.O 
175.0 

168.0 
228.0 

173.0 
247.0 

Subtotal CI301.4 6 622.8 6 701.7 6 551.9 6 948.8 7 630.1 8 120.6 
Venezuela 1145.0 1108.0 1 065.0 1 045.0 1216.0 1.396.0 1 496.0 

Totals 7-446.4 74730.8 7 766.7 7 396.9 8 164.8 9 026.1 9,516.6 

a. See notes to Tables 11.14 and 11.15. 
b. Imports CIF. 
c. Includes imports of goods from the Canal Zone. 
do IBRD estimate of May 1964. 
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Table 1.18 

LATIN AMERICA: IMPORTS OF CAPITAL GOODS, - " ACTUAL FIGURES 
1960 AND 1963, ESTIMATES 1964 AUD PaOJECTIONJS 1965-1966 

(Inpercentages of total imports of goods)
 

ACTUAL FIGURES ESTIMATES PROJECTIONS 
Cuty1960 	 1963 11964 1965 1966
Country 

Argentina 
Brazil 

42.7 % 
36.8 

49 
30.3" 

36 ,0W% 
n.d. 

41 .2P% 
n.d. 

48.014 
n.d. 

Bolivia 37.2,, 29.9 41.9 45.0 44.8 
Colombia 30.:/ 30.3 42o 42.0 41.6 
Costa Rica 
Chile 

25 
35.7W 

26.3 
33.9 

27.2 
W.9 

29.3 
37.8 

28.4 
38.7 

3..8ador 47.0 48.0 49.0 
eSalvador 22 22.9 21.1 19.0 21.0 

Guatemala 
Haiti 
Honduras 

25.A/
nod: 
21o3V 

27-3 
nod. 

27.6 

29.6 
nod, 
2900 

2.5 
n.d. 
30.1 

33.3 
n.d. 
31.0 

aexico 479 4 6 .9 " ' 44.9 45.8 46.0 
Nicaragua
Panama 

24. 
22.1 

29.5 
23.1 

26.2 
23.4 

28.0 
22.4 

29.9 
21.8 

Paraguay 46.8 35 0 38.6 45.2 46.4 
Peru 
Dominican Republic 

41.2 
n.d. 

46,52/ 
ned. 

48.4 
n.d. 

51.0 
n.d. 

52.5 
n.d. 

Uruguay 22.7 36.0 33.1, 41.7 43.7 
Venezuela 43o2' 42.2 ib044L6 .5. 

TOTALS- 39.4 38.3 39.5 41.9 44.5 

Note: Zee Tables II.14 and 11.15.
 
a. 	Includes contruction materials.
 
b. 	1961 figures.
 
c. 	1962 figures.

d. 	 Beginning with 1964, totals are not absolutely comparable with those of 

the past, because they exclude Brazil. 
p. 	Provisional figures from the report of the Secretariat to the CIAP.
 
n.d. 	No information in the working documents presented to the subcommittees
 

or in the minutes of the meetings.
 

Source: Working documents presented to the salbcommittees of the CIAP.
 

/on CIF.
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on CIF. The projections are also FOB or CIF. The bases for each coun
try are identified on the footnotes to Table 11.17. For countries that
 
have development programs under way and for others that are concluding
 
their preparation, the aims of those programs and the composition of the
 
corresponding investment plans have been taken into account in making
 
the projections.
 

iii. Net balance of services
 

9. The subcommittees took note of the projections of services
 
presented in Table 11.19, in the preparation of which consideration was
 
given to the past figures listed in the table itself and the other
 
balance-of-payments projections.
 

10. The net balance of services as presented in Table 11.19
 
includes: freight and insurance (with the exception of services on
 
imports of merchandise from those countries that register them in CIF
 
terms); income: from profits, interest, andother capital credits; net
 
balances from tourist travel and from other related services; and the
 
net balance from private transfers. In the case of Brazii, however,
 
this last heading does not figure in the current-account balance.
 

11. In Table 11.19, it may be observed that the totals, ex
cluding Venezuela, and even those including this country show a rising 
deficit balance, caused basically by a Frowing foreign debt service and
 
by a rise in imports, especially in projections for 1965 and 1966.
 

iv. Deficit in current account
 

12. Table 11.20 gives projections for 1965 and 1966, past 
data, and estimates for the current year of the current-account balance
 
of the countries of the region. The subcommittees took note of these
 
projections, viewing them as the net balance of actual foreign resources 
required by the Latin American econoties in the next two years to achieve,
 
with few exceptions, the rates of growth proposed in the Charter of Punta 
del Este and in the national development programs.
 

13. Excluding Venezuela, the total current-account deficits 
projected for 1965 and 1966 are the same as those for 1960-1962. For 
the following reasons, the lower deficit for 1963 is not an adequate 
basis for comparing projected levels:
 

a. The reduction of Argentina's total domestic expenditure 
during 1963 (in which year the gross domestic product declined by 4.5 
percent) see-.s to have been one of the fundamental reasons for the net 
variation of 527 million between 1962 and 1963 in the net movement of 
external resources--from a deficit in current account of 273 million 
dollars in 1962 to a surplus of 256 million in 1963. That variation 
represents almost 60 percent of the reduction of 885 million dollars in 
the current-account deficit of the entire region, excluding Venezuela. 

/Table 11.19 



Table 11.19 

LATIN AMERICA: BALANCE OF SERVICES AND PRIVATE TRANSFERS 
ACTUAL FIGURES 1960-1963; ESTIMATES 1964; PROJECTIONS 1965-1966 a/

(millions of dollars)
 

Country 1960 1961. 1962 1963 1964 1965 1966 

Argentina 
Bolivia 
Brazil 
Colombia 
Costa Rica 
Chile 
Ecuador 
El Salvador 
Guatemala 
Haiti 
Honduras 
Hbxico 
Nicaragua 
Panamac/ 
Paraguay 
Peru 
Dominican Republic 
Uruguay 

Subtotals 
Venezuela 

Totals 

-34.8 
-17.0 
-537.0 
-78.0 
-5.8 

-90.0 
-55.3 
-18.6 
-14.4 

6.1 
3.6 

121.7 
-15.1 
37.9 
-4.6 
-40.8 
-24.4 

12.1 
-74.4 

-]-092.0 
-1!846.4 

-88.5. 
-14.0 
-417.o 
-80.0 
-1.6 

-310.1 
-44.6 

- L.0 
-10.0 
3.7 

-7.7 
114.9 
-14.5 
53.6 
-5.6 
-31.6 
-24.8 
12.1 

-676.7 
-1.087.0 
-1.763.7 

-132.3 
-16.5 
-403.0 
-96.0 
-8.2 

-98.8 
-53.7 
-ni.6 
-15.6 
4.9 

-16.5 
105.8 
-21.4 
60.2 
-7.4 
-44.6 
-41.9 
-18.3 
-814.9 

-1.324,0 
-f:928.9 

-128.7 
-14.8 

-260.0 
-121.0 
.8.1 
-95.0 
-42.0 
-fL.4 
-27.3 
.-5.4. 
-15.5 
154.0 
-20.6 
7.4 
-7.0 

-50.0 
-42.0 

6.4 
-615.0 

-1.081.O 
-1 696.0 

-138.0 
-20. 

-294.Ob/ 
-120.0 

-4.9 
-144.0 
-67.3 
-12.0 
-37.5 
-4.8 

-14.3 
123.3 
-20.A 
66.9 
-7.9 
-60.0 
-42.0 

4.0 
-793.0 

-i"0 5.0 
-1.878.0 

-194.o 
-.24.3 
-390.0_/ 
-125.0 

-7.0 
-150.0 
-72.6 
-12.0 
-38.5 
-3.9 
114.3 
126.0 
-22.8 
73.0 
-9.9 

-67.0 
-43.0 
3.5 

-971.8 
-1.163.0 
-2.134.8 

-174.0 
-26.0 

-395.0Wb/ 
-145.0 
-9.0 

-144.0 
-77.9 
-13.0 
-41.5 
-2.8 
-14.8 
116.0 
-.23.1 
77.4 

-U.5 
43.0 
-46.0 
4.0 

-999.2 
-1-237.0 
-2.236.2 

a. See notes to Tables 11.14 and 11.15. 
b. Does not include private transfers.
 
c. Includes exports of goods from the Canal Zone and the annual fee riid by the United States
 

for use of the Canal.
 

Source: Minutes, evaluation reports, and working documents.
 0 



Table 11.20
 

LATIN AMERICA: DEFICITS IN THE BALANCE OF PAYMENTS IN CURRENT ACCOUNT - ACTUAL FIGURES
 

1960-1963, ESTIMATE 1964, AND PROJECTIONS 1965 AND 1966 a/
 

(millions of dollars)
 

Estimate .Projections
 

1960 1961 1962 1963 1964 1965 1966
 
Country 

- 204;9 - 584.7 - 272.8 +255.8 + 312.6 - 37.0 + 16.o 
Argentina 


- 46.0 - 47.4 - 53.1. - 64.0 - 69.6- 32.9 - 29.3Bolivia 
 - 94.0 - 290.0 - 395.0- 560.0 - 3o4.o - 493.o - 147.0Brazil 

- 149.7 - 279.8 - 163.0 - 190.0 169.0 - 179.0 - 149 0 

Chile 

79-0 - 134.0 120.0 - 100.0 - 120.o - 125.0 - 143.o -
Colombia 


17.6 - 24.0 - 21.5 - 36.1 - 28.918.8 - 13.8 -Costa Rica 

30.4 - 39.2 - 46.4 . 16.8 - 21.3 - 20.2 + 0.8Ecuador 
 - 9.3 -20.4 - 13.5 - 19.40

El Salvador .24.2 -0.4 + 2.5 - 35.2 - .50.6 - 56.9. - '26.2 - 33.9 
- 26.0 - 20.4Guatemala 0.2 3.7 - 6.3 - 4.5 - 1.9 + + 2.5 - 5.1
Haiti 


0.1 - 7.9 - 19.6 - 20.3 - 23.0 - 23.5+ 2.6 +Honduras 

- 93.3 - 103.0 - 228.3 290.0 - 319.0278.3 - 179.6Mexico 


7.6 - 3:3 - 9.7 - 4.9 - 12.5 - 12.8 - 12.7
Nicaragua 

- 34.6 .29.4 - 31.9- 37.9 - 28.3 --18.6 - 21.1- 37.6 12.7 -
Panama - 13;740.4 - 5-7 - - '9-7 11.3Paraguay 


- 20.2 - 47.5 - 32.0 - 77.0 - 108.0
+ 31.7 + 18.2
Peru 

- - 43.0 - 45.0


Dominican Republic + 42.7 + 42.0 - 3.3. - 18.2 47.0 

19.5 -42.o
 

- 87.1 - 21.1 - 94.8 - 5.3 + 18.2 -
Uruguay 


- -1 354.0 -1 499.6
-1 579.8 -1 438.0 -- 537.6 596.2
Subtotal -'.459-9 


+ 257.0 + 338.0 + 423.0 + 354.0 + 202.0 + 139.0
+ 156.o
Venezuela 

-1 100.0 - 114.6 - 24.2.2 -1 152.0 -1 360.6-1 303.9 -1 322.8
TOTAL 


a. See notes to Tables 11.14 and 11.15.
 
(-) Indicates surplus.
 

rb Source: Evaluation reports, minutes, and working documents. 
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At the same time, in Brazil and in other countries there were significant
 
declines in the rate of development. Moreover, the projections for 1965
 
and 1966 are based on the supposition that Argentina and most of the other
 
Latin American countries must reach rates of growth in 1965 and 1966 com
patible with the principles of the Charter of Punta del Este. 

b. The net outflow of foreign exchange for services temporarily
 
declined in 1963, owing principally to the restriction placed by Brazil on
 
remittances abroad.
 

c. 
The region's capacity to import was adversely affected in
 
1963 by the reduction in the net entry of private capital.
 

14. It l as been estimated that the region's deficit on current 
account for 1964 wi.l be slightly greater than for the previous year,

basically as a result of a slower rate in the growth of imports compared

with that of exports. This tendency can 'beattributed to Latin America's 
over-all expansion of import capacity, which seems to be limited diring

the current year by the reduction in net private capital inflows (see

Table 11.22) and by the amortization of the debts of the public and mone
tary sectors that come due this year (see Table 11.23).
 

15. In comparing Tables 11.16, 11.17, 11.19 and 11.20, it may

be seen that in recent years the factor that has most influenced the
 
current-account deficit of most of the countries of.the region--excluding

Venezuela--has been the balance of services. 
 This fnctor constituted a
 
much higher negative balance than that of the regional trade balance,

which became a positive balance in 1963. If Venezuela is included in
 
the analysis, it may be seen that the trade balance was positive in each
 
of the years between 1960 and 1963.
 

/c. Financing
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Financing of the current-account deficit
 
c, 


i. 	Relationship between net needs for
 

external resources and available resources
 

the 	CIPJ subconmittees,

According to the projections compiled by
1. 	

resources of the LatinAmerican economies-
in 1965 the net needs for external 

$240 million less 
a whole and excluding Venezuela-- are samecnnsidered as 

the anticipateadis
than the projected net inflow of private capital and 

bursements for that year of financing already granted, most of which has 

or importation of
investment projects for the 

been earmarked for specific 	
that the funds already avai).means(see Table II.21). Thiscapital goods 

able to the region and those that should normally 
come in through private
 

during the coming year to finance the 
to sufficiententerprise ought be 

net 	entry of real external resources (goods and services) required by the
 
In terms
 

Latin American economies to achieve the desired 
development aims. 


of balance of payments, the remaining needs 
for financing coincide almost
 

exactly with the debt-amortization figures for the period. 

regarding re
2. 	 The statement made in the foregoing paragraph 

totals with the exception of Venezuela applies 
to all the coretries
 

gional 
even in the case of Chile, which has a sizable deficit
 of the region, since 


not covered by such financing, it may be 
expected that that deficit can
 

easily be financed by conventional credits 
earmarked for specific invest

ment projects. For Venezuela, Brazil, Argentina, Mexico, 
and Peru, the re-


That
 
sources mentioned appreciably exceed the 

current-account deficit. 


surplus vill serve to compensate partially 
for outflows due to amortiza

some cases, to raise
 
tion of external Credits and will also help, 

in 


slightly the level of monetary reserves.
 

not that the countries 
3. 	 The foregoing, of course, does mean 

to finance projects or that they 
of the area do not need additional credits 

As will be seen in the follow
do not need more inflow of private capital. 


ing paragraphs, the importance of both matters was fully 
recognized by the
 

Subcommittees of the CIA1, since the entry 
of more resources for the pur-


American countriesthe 	Latinwould relieve the pressure on 
poses mentioned the needed to re

and also would reduce amount 
caused by maturin,- debts 
finance debts falling due in the next two 

years.
 

for 	1966 indicate a situation similar to that 
4. 	 Projections 

is to be hoped that the current.-account 
already described, since it 

deficit not covered by che net inflow of private capital, and by 
the dis

bursements of credits already granted, may 
be financed by conventional
 

credits earma'ked for specific development 
projects.
 

/Table m1.21 



Table 11,21 

LATIN AVERICAs NE FINANCING NEEDS, INFLOW OP PRIVATE CAPITAL, AND DISBURSEMENTS 
OF LOANS ALREADY GRANTED TO THE PUBLIC SECTOR, PROJECTIONS 1965 AND 1966 

(Millions of dollars) 

Deficit in current 
 Net inflow of Net needs for Disbursements of offi- Surplus( ) or 
account of balance private capital official financing cis loans already deficit C-) in 

of payments obtained net financing
1965 1966 1965 1966 1965 1966 1965 1966 1965 1966 

Argentina 
 37.0 16.0 - 225.0 - 95.0 - 188.0 - 79.0 200.0 142.0 12.0 63.0Bolivia b/ - 64.0 - 69.5 17.5 20.2 - 46.5 - 49.3 54.9 36.1 8.4 - 13.2Brazil - 290.C - 395.0 154.0 180.0 - 136.0 - 215.0 329.0 146.0 193.0 - 69.0Chile b/ - 179.0 - 149.0 10.0 20.0 - 169.0 - 129.0 110.0 55.0 - 59.0 - 74.0Colonbla b/ - 125.0 - 143.0 30.0 35.0  95.0 1106.0 104.0 32.0 9.0 - 76.0Costa Rica - 36.1 - 28.9 14.3 14.0 - 21.8 - 14.9 13.4 17.6 - 8.4 2.7Ecuador b/ - 59.2 
 - 46.4 17.4 20.3 - 21.8 - 26.1 18.2 5.7 - 5.6 - 20.4
El Salvador - 13.5 - 19.4 - 2.8 2.4 - 16.3 - 17.0 11.9 10.0 - 4.4 - 7.0Guateaala 
 - 50.6 - 56.9 32.1 
 39.2 - 18.5 - 17.7 16.5 12.8 - 2.0 - 4.9 CHaiti - 6.3 - 4.5 1.2 1.2 - 5.1 .3- 1.9" 0.5 - 3.2Honduras - 23.0 - 23.3 
- 2.8 

5.2 - 3.1 - 17.8 - 26.5 4.6 5.7 - 13.2 - 20.7Xexico b/ - 290.0 - 519.0 221.0 215.0 - 69.0 - 104.0 161.4 c/ 200.0 c/ 92.4 96.0Nicaragua - 12.8 - 12.7 5.5 5.4 - 7.3 - 7.5 10.0 8.0 2.7 0.7Penasa b/ - 29.4 
 - 31.9 14.0 20.0 
 - 15.4 - 11.9 15.4 12.5  0.6
Paraguay 
 - 18.6 - 21.1 
 4.0 4.0 - 14.6 - 1'.1 14.1 16.3  0.5 - 0.8
Peru b/ - 77.0 - 108.0 10.0 15.0 - 67.0 - 93.0 87.0 53.0 20.0 - 60.0Dominican Republic - 43.0 - 45.0 5.0 10.0 - 38.0 - 35.0 25.3 5.3 - 12.7 - 29.7Uruguay - 19.5 
 - 42.0 4.7 4.7 
 - 14.8 - 37.3 22.1 19.4 7.5 - 17.9 

Subtotals -1280.0 -1499.6 318.1 508.3 - 961.9 - 991.3 1199.7 757.9 237.8 - 235.4 

Venezuela b/ 202.0 139.0 - 187.0 - 94.0 15.0 45.0 110.0 64.0 125.0 139.0 

TOTALS -1078.0 -1360.6 131.1 414.3 - S46.9 - 946.3 1309.7 821.9 362.8 - 124.4 

a. See notes to Tables 11.14 and 11.15. 
b. 
These countries are conducting development programs that have been evaluated or are in the process of being evaluated
by the ad hoc committees.
 
a. Provisional estimates.
 

2
Souroe: "valuation reports, minute-, and worcing documents.
 

i0 
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ii. Net movements of private capital 

5. In Table 11.22 the CIiP subcommitteest projections of net
 
inflow of private capital are compared with C-ata for the past two years
 
and estimates for the current year. As can be seen, according to these
 
projections the trend toward decrease in net private-capital inflow that
 
has characterized the region since 1962 will be reversed in 1965. It
 
should also be remembred that, 196:5 and 1966 figures for various countries 
include sizable amounts for amortization of credits obtained by private 
entw prises from suppliers during recent years, and that limits on such
 
transactions are planned for the future; this is particularly important
in the case or ,gentina, whose projected 1965 balance of private capital 
movements is highly negative for the reason given. The amounts set aside
 
by Chile and Uruguay to reduce their arrears in pay:ment have not been 
included in these projections, since part of these debts has been assumed
 
by banking institutions, they are regarded as retirement of financial
sector obligations.
 

6. he subcommittees of CIP, recognizing the important role
 
that foreign private initiative can play in the economic development of
 
the region, both financially and in the transmission of technical and
 
management know.how, recommended on several occasions that the Latin ,mericaii
 
governments adopt policies to stimulate, without prejudice to the national
 
interest, the net input of long-term private capital. As has been said,
 
much stress was also laid on properly regulating the short- and medium
term credit that foreign suppliers have been extending to Latin American
 
firms.
 

7. The behavi r of the Venezuelan economy has presented special
 
characteristLCs in this respect, which are expect,.d to continue to influence 
the external sector during thM ne:rt few years. As opposed to the transitory
factors that determine the net outflow of private capital anticipated for 
Argentina in 1965, and the small negative balances that this item consti
tutes for Ea Salvador in 1965 and for Honduras in 1966, the net outflow of 
privats capital in Venezuela is due to a longer-term factor: the amorti
zation of paid-up concessions and other investments by the oil companies. 
This is also why the net input of private capital in Chile is relatively
low, for the outflow of capital resulting from the amortization of invest
ments by the copper companies amounts to approximately 50 million dollars 
a year. In Houduras, the fundamental reason why the net input of private
 
capital will be reduced 50 percent in 1965 and will be negative in 1966,
 
is that the foreign banana companies are hastening the amortization of
 
investments made in 1963 and 1964 and the pertinent amounts are recorded 
as capital outflow. 

/Table 11.22
 



Table 11.22
 

LATIN AMERICA: NET INFLOW OF PRIVATE CAPITAL, 1960-1963, ESTIMATES FOR 1964, AND PROJECTIO4S FOR 1965-1966 a/ 

Country 1960 1961 
(millions of dollars) 

1962 ?-963 Estima te 
19x4 

Projection 
196519 

Argenti 

Bolivia 

BrazilSc/ 

Chi.eb/ 

Colombia 

Costa Rica 

Ecuador 

E- Salvador 

Gatemalal/ 

Hdzra-

325.2 

19.4 

200.0 

54.1 

92.0 

4.7 

3.6 

5.2 

15.4 

-1.8 
-0.4 

284.4 

10.6 

224.0 

114.1 

-210 

4.3 

1.8 

11.6 

2.9 

-4.8 
-7.5 

-31.4 

10.0 

259.0 

1-4.5 

-5.0 

-0.4 

9.6 

7.6 

26.2 

-5.8 
3.2 

-87.1 

5.8 

80.0 

-10.0 

-4.0 

16.6 

10.3 

15.4 

34.6 

-1.6 
I0.0 

-246.1 

6.2 

82.0 

-10.0 

-

14.2 

12.4 

2.8 

37.7 

-1.0 
10.9 

-225.0 

1.5 

154.0 

10.0 

30.0 

14.3 

17.4 

-2.8 

32.1 

1.2 
5.2 

-95.0 

20.2 

i80.0 

VO.0 

55.0 

14.0 

20.3 

- 2.4 

59.2 

1.2 
-3.I 

Nicaragua 

pawai-/ 

ParaguaW 
Peru 

Dominican Republic 

Uruguay 

Subtctal 

Venezuela 

Total 

-xi~o!/"67.8 

7.0 

29.6 
5.0 

12.5 

-15.9 

36.2 

724.0 

-166.0 

558.0 

123.8 

2.6 

12.0 

30 

0.3 

-26.4 

2.2 

757.9 

-137.0 

620.9 

125.8 
14.0 

17.9 
4.6 

6.1 

5.6 

40.0 

501.5 

-231.0 

270.5 

130.3 
6.0 

11.8 

6.7 

2.0 

31.6 

-16.8 

24i.6 

-189.0 

52.6 

1!,.0 

4o7 

13.2 
3-5 

5.0 

-

2.9 

109.4 

2??.0 

-167.6 

221.0 
5.5 

14.0 

10.0 

5.0 

4.7 

318.1 
187.0 

231.1 

215.0 

5.4 

20.0 

15.0 

10.0 

4.7 

508.3 

-94,0 

414.3 

0 
0 



Table 11.22 (cont.)
 

a. Includes long- and short-term capital movements. 
b. Data taken froni working documents presented by the Secretariat and the technical personnel ofthe Panel 

to the subcommittees of the CLAP. 
c. Data for the period 1960-1963 refer to net inflow of long- and short-term private capital. As 

amortization projection for the period 1964-1966 does not permit a distinction between the public and 
the private sectors, those years cover direct net investments, net short-term credits for the private 
sector, and gross inflow of long-term credits for the same sector. Total amortization of long-term 

credits has been included for 1964-1966 as part of the obligations of the public and financial sectors, 
d. Balance of payments projections were not included in the minutes of the subcommittee and these figures 

have therefore been taken from the working documents. 
e. Excludes short-term capital movement and securities transactions. 
f. The subcommittee accepted both the projection figures of the Secretariat reproduced in this table and 

those of the government, which do not distinguish between net inflow of official and private capital. 

g. Includes US$0.5 million collected by the government abroad in consular fees. 

Source: Evaluation reports, minutes, and working documents.
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iii. Disbursements of financing already granted
 

8. The projections adopted by the subcommittees of the CIAP
 
imply a greater agility, as a rule, in the use of external resources than
 
that shown in recent years. The subcommittees therefore stressed the
 
need for most of the Latin American countries to accelerate the process
 
of preparation and execution of investment projects. On various occasions,
 
participants in the meetings indicated the advisability of simplifying
 
the procedures used by financinL. institutions for approving projects and
 
disbursing funds. 

9. In analyzing in an over-all manner the projections of dis
bursements of credits granted, it should be remembered that the information
 
available for each country, when the workin7 documents were prepared that
 
were submitted to the respective subcommittees for consideration, referred
 
to nonuniform dates, taking into consideration credits granted, according 
to each case, through June, July, or August 1964. In the case of Chile, 
an estimate of disbursements was included, corresponding to all the credits 
granted through August plus those it is expected to obtain before the end 
of 1964. For Brazil, projected disbursements in 1965 of financing already 
granted include US$O0 million that it is expected will be obtained under 
the terms of U.S. Public Law 480 and $92 million for refinancing debts 
alTeady negotiated and falling due in 1965. 

10. The subcommittees of the CIAP did not give detailed con
sideration to the composition of official financing received by Latin 
America in recent years. Furthermore, available statistics in various 
countries do not permit an accurate determination of the role of official 
capital disbursements in long-term credit for development which would be 
comparable with statistics on disbursements projected for 1965 and 1966. 
In this r'espect, therefore, it has not been possible to make an exact 
comparison with historical figures. According to information compiled in 
the working documents presented to the subcommittees, disbursements of 
this kind of credit during the current year may vary between $l 200 and 
$1 300 million, but these are only tentative estimates. Besides these 
disbursements, the public and monetary sectors of Latin America require
 
between $1 000 and $1 100 million during the current year to meet estimates of 
the remaining items in the balance of payments. These needs are evidently 
being covered by short- and medium-term credits and by refinancing or 
deferring debts that fall due in 1964. Because of the methods used by 
Latin American countries to estimate balrnce of payments, a large part 
of these latter entries of capital will not appear as such in the statistics, 
but as reductions in amortization payments this year. 

/d. D 
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d. Debts amortization of the public and monetary sectors 

1. The subcommittees of the CIAF took note of the projections of
 
debt amortization of the public and monetary sectors for 1965 and 1966,

shown in Table 11.23 jointly with the figures for the last few years and
 
those estimated for the current year. It should be pointed out that the
 
projected figures are not directly comparable with the historical figures
 
as the statistics available for recent years, in most cases, 
 show only the 
obligations paid and not those whose maturity dates have been extended,
 
while in the projections, all the official debts have been included that
 
fall due within the next few years. iEstimates for 1964 include all debts 
falling due this year, except those for which it is definitely known that
 
agreements have been made with the creditors for postponing part of the 
payments until 1965 and 1966. 

2. The subcommittees of CIAP recognized that the high level of
 
maturities of external debt, particularly short-term debts, during the
 
next two years is one of the most serious financial problems the region

faces. The Subcommittees on Argentina, Brazil, Colombia, and Chile--coun
tries in which the difficulties connected with the service of the external
 
debt are most serious--gave preliminary consideration to some of the
 
possibilities of refinancing that should be explored by the aforementioned 
countries. On numerous occasions, the Subcommittees underscored the need
 
for limiting the contracting of short-term debts, which can increase
 
balance-of-payments difficulties in the near future. 

e. Variations in the international assets of the monetary sector 

1. Table 11.24 shows the projections of variations in the gross inter
national monetary reserves adopted by the subcommittees of the CIAP for 
1965 and 1966, as well as date for the years 1961-1963 and estimates for
 
1964. The st..tistics for 1961-1963 included that table were takenin from 
publication, of the International Monetary Fund as, in some cases, the
 
data presented to the subcommittees for consideration were consolidated
 
results of movements of monetary assets and liabilities and therefore were
 
not directly comparable to the projections. 

2. As a rule, the subcommittees have not endeavored to project a 
significant increase in the level of gross international assets of the
 
monetary sector. In the cases where a higher accumulation is projected--
Venezuela, Eeico, and Peru-- the figures are a residual result of the
 
other balance-of-payments projections. It has been estimated- for those 
countries, that the balance of current operations, movements of private
capital, an6 disbursements of credits already granted and of conventional 
credits under negotiation, will produce the accumulation of reserves 
projected without having to obtain significant amounts through special
financing under conditions other than those that can be obtained with 
relative ease to finance reasonably well-prepared investment projects. 

/Table 11.23 
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Table 11.25
 

LATIN AMERICAs AMORTIZATION hYTi PUB CC AND MONETARY SECTORS 
DURING THE PERIOD 1961-1963, ESTUATES FOR 1964, AND 

PROJECTIONS FOR 1965 AND .966 af 

(millions of dollar3)
 

Projections
 
Actual figures (Payments" Estimates (aturities)t/
 

1961 1962 1963 1964 1965 1966 

Argntines/ 	 148.7 154.4 44.8 388.2 505.0 338.0Bol / 	 14.0 6.5 11.5 13.1 11.3 16.6Brazi 	 3390 282.0 674,0 725.0 324.0 

Chile!' 31.5 41.5 37.4 103.0 182.0 246.0 
Colombia' 33.0 28.0 33.0 59.0 1,7. 115.0 
Cosata R19a 16.3 14.0 6,6 12.9 11.9 9,4 
Ecuador" 6.6 8.4 6.2 18.2 10.7 11.1 
El Salvador 4.0 4.8 2.9 4.0 5.2 5,6 
Guatemala 3.5 11.6 7,3 6,3 8.0 8.3 
Haiti 0.2 0.8 0.7 0.5 2.3 1.9 
Honduras 4.9 2.1 1,5 1.6 1.6 1.9 
HMxico 184.0 268.0 234.0 212.8 !67.0 176.0 
Nicaragua 2.7 4.1 4.4 4o4 4o5 4.7 
PanamA 0.8 1.3 1.8 2.2 3.0 3.2 
Parapay 	 295 2.0 2.7 3.6 2.7 2.3
 
Feru- 33.9 38.8 36.0 36,0 35.0 43,0 
Dominican Republio 0.2 3.6 0.1 56.2 2,4 4.4 
Uruguayl/ 11.3 4.n 4.1 45 b8.. 30.5

Subtotal: 837,1 e7%.8 060 1.625.5 1.862.7 1.341.9
 

Venezuela 264.0 168,0 131,0 62.0 36.0 40.0
 
Total 	 i.101,I 1.044.8 .o. 1.687.5 1.898o? 1.381,9 

a. 	See footnotes to Table 11,14 and II.15.
 
b. 	Past figures and estimates for 196h on amortization refer to actual or expected payments
 

and do not include debts deferred at maturity. Projections include all official
 
debts falling due, without considering the possibility of their deferral.
 

o. 	 For 1961 and 1962 tho information refers only to long-term capital, while for 
1963 and 1964 its includes outflows of short-term capital in the amounts of 19.1 
million dollars and 11,0 million, respectively. Th6 estimates for 1965 and 1966 
refer only to outrlows of long-term capital. 

do 	 Includes total amortizations of long-term credits for official and private seotors. 
as 	 Includes only amortization of credits by the Central Bank and amortization of
 

official oredits. For 1965 and 1966, 46 million dollars have been included for
 
each year for reduction of arrears in payments for imports.
 

ft 	For 1965 and 1966, the figures of Doe. CIAP/98 have been reduced by 16.0 million
 
dollars in order to reconcile them with the most recent information received from
 
Colombia.
 

go. 	Figures for 1961-63 were taken from statistics received from the Central Bank.
 
h. 	 The data for the period 1961-1963 are the most recent that were evailnbe (see 

CIAP/131, Addendum). 
i. 	Includes amortizations by the Bank of the Republic to foreign private banks
 

amounting to 1103 million dollars in 1964, and 13.7 million dollars in each of the 
years 1965 and 1966, and deferred payments for imports in the amount of 25.0 
million, 23.7 and 6.4 million dollars respectively, for 1964, 1965 and 1966. 

Sources Evaluation reports, minutes, and working documents.
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Table 11.24
 

LATIN AMERICA: VARIATIONS OF RESERVES OF TEE MONETARY SECTOR
 
IN THE PERIOD 1961-1965 AND PROJECTIONS FOR 1964-1966 a/
 

(millions of dollars)
 

15
1964 19654Country 	 1961 1962 1963 

Argentimv 	 193.6 340.3 -155.0 - 
-
Bolivia 	 -2.5 4.8 -5.1 -5.0 


Brazi -121.0 250.0 151.0 52. 
- 11.0 36.9 1.8 -I0.0 -
Chile 

-Colombia 80.0 46.0 29.0 -

Costa Rica 4.6 -5.1 -2.9 - -1.5 -1.5
 

-10.1Ecuador 	 13.8 -11.7 -11.9 6.6 -1.8 
6.6 -5.7 -14.9 - -6.0 -2.0El Salvador 
5.8 1.5 -10.2 -13.2 -4.2 -1.9Guatemala 

5.3 2.5 0.6 -	 -Haiti -3.0 
Hondurp 3,.4 1.1 2.2 -1.2 -0 -1.1 

MexicoT -113.6 -116.2 -205.4 -118.7 -68.0 -40.0 H 

Nicaragua -1.3 -4.0 -5.9 -6.6 -2.0 -1.8 
0.7 -5.6 -6.2 -4.4 -2.0
Panama 9.1 


Pl-raguay -1.7 -1.2 -1.2 -1.7 -2.1 -2.3
 
-19.0Peru 	 -38.8 -12.6 -34.8 -34.0 -38.0 

28.4 -0.7 -23.6 41.1 -4.0 -4.9

Dominican 	Republic 
 ---,ruguay 	 -33.5 +73.8 -4.0 

294.o -96.3 -133.0 86.6Subtotal 440.9 603.2 

19.0 2.0 -150.0 -120.0 -129.0 -113.0Venezuela 


605.' -444.0 -216.3 -262.0 -199.6
Total 	 59.9 


a. 	 The minus sign indicates .inincreas*. See -otcs to 1ables 11.14 a na ii.1. 
sector.
b. 	Projections do not include variatio::s ii liabilities of the moneta.r' 


includes international reserves of tre 
c. 	 Refers to variation in c-ross monetar:" reserves, nnd 

commercial banks.
o 	
:s of the cnd othe -ross 	 international reserves* 	 d. It ha5 been assumed that. t c 1 vel of 

1963 will be maintained urinp tne period 19s4-;6'. 
anl 	omls~ions. For the 

e. 	 Includes short-term caital, transa:tions in securities. a-d errors 


years 1961-1965 th- figures could be distributed os fol.o..s:
 

1. 	Short-term caitil ) 
Cransactions in securities ) 
Private and national b-n1:s ) -5.1 -.

21.5 	 -17.0 -109. 8 
2. 	'.et variation in reserves 


-130.0 -(4.23. 	 £rrors and omissions 

3ource: 	 valuation reports, minutes, and workirn ioc- e: s. 
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In most of the other countries, for which a slight increase in reserves has
 
been projected, the increase corresponds to the improvement in prices for
 
export goods. Even though the rise foreseen in the prices of basic products
 
has 	also brought about a reduction in the estimate of requirement for external
 
financingthc subconmiittces considered that it was not reasonable to expect
 
in every case that domestic savings could be transferred and utilized
 
immediately with maximun efficiency.
 

f. 	Additional requirements for external financing for the public
 
and monetary sectors
 

1. Table 11.25 shows the amount of the deficit in balance of payments
 
not covered by disbursements of official credits already granted to the
 
countries of the region and by the foreseeable net inflows of private
 
capital--or, as the case may be, of the amounts by which such financing
 
exceeds the deficit on current account;--the amount of the amortizations of

obligations of the public and mornetary sectors that fall due within the
 
next two years; and the amuount of the variatior. foreseen in the international
 
assets of the monetary sector. The total aiounts deteri..ined in this manner
 
for 	1965 and 1966 are equivalent to the re-ion's requixeients for additional
 
financing duliig those Years.
 

2. A portion of the additional financing required will have to be
 
covered, in the opinion of the subcommittees, by disbursements of new
 
credits granted for the financing of specific investment projects and/or
 
imports of capital goods. It is to be expected that in this way the non
financed balance of the d-eficit or cucvreiit accon.t oa so,e of thE countries
 
can 	be offset.
 

3. The projections adopted by the subcommittees imply that, for the
 
latin American countries to be able to achieve the desired goals of
 
investment,- economic growth, and social development, it is necessary for
 
them to obtain the financing needed to offset the deficit of external
 
resources not covered by the means indicated previously. This deficit is
 
made up principally by the maturities of official obligations during the
 
next two years, although an important part of it is also attributable to
 
obligations of short-term and medium-term private debt that, it has been
 
assumed will on occasion be refinace, by the public sector or have been
 
considered as official for methodological reasons. It can be assumed that
 
significant proportion of the additional resources required will have to
 
be covered by refinancing or extension of those debts, under conditions
 
suitable to an eventual solution of the problem of the next two years
 
without aggravating that of the immediately subsequent years. Nevertheless,
 
ihe subcommittees also recognized that if this refinancing is not obtained
 
under suitable conditions, the debt would in all probability be refinanced
 
through the postponement of payment for some debtors and obtaining short
term and medium-term loans to liquidate the obligations of others, with 
a consequent increase in the cost of thr debt. These temporary solutions 
only serve to create even more intense pre sures inthe near future. 

/Table II.2a
 



Table 11.25
 

LATIN AMERICA: ADDITIONAL RE UIREENTS FOR EXTERNAL PUBLIC FINANCINIG 1', 1965 ;AID 1966 a/
 

(1) (2) (4)=(1)+(23+(3) 

Surplus or deficit C-) Amortization by the Net variation Additional
 
of public and in reserves b/ requirements for
 

net financing monetary sectors external resources
 

196596 1k 1 965 19w 12k2 196
 

Argentin 12.0 63.0 -505.0 -338.0  - 493.0 -275.0 
Bolivia c 8.4 -13.2 -13.3 -16.6 - - 2.9 -29.8 
Brazil 193.0 
 -69.0 -725.0 -324.0 
 - - 532.0 -393.0"
 Chie /' - -59.0 -74.0 -182.0 -246.0 - 241.0 -320.0 -/
Colombia
 9.0 -76.0 -137.0 -15.0 
 - - 128.0 -191.0Costa Ria -8.4 2.7 -11.9 -9.4 -1.5 -1.5 21.8 -8.2
 
Ecuador2 / -3.6 -20.4 -10.7 -11.1 -1.8 -10.1 16.1 -41.6 
El Salvador -4.4 -7.0 -5.2 -1; -6.0 -2.0 15.6 -14.6 o

Guatemala -2.0 -4.9 -8.0 
 8. -4.2 -1.9 -14.2 -15.1
 
Haiti -3.2 -2.8 -2.3 -1.9 -  5.5 -4.7
 
Honduras -13.2 -20.7 -1.6 
 -1.9 -1.0 -1.1 15.8 23.7
 
Mexicoy 92.4 96.0 -167.0 -176.0 -68.0 -40.0 142.6 
 -120.0
 
Nicaa p a 2.7 0.7 -4.5 -4.7 -2.0 -1.8 3.8 5.8 
Pana= - 0.6 -3.0 -3.2 -4.4 -2.0 7.4 -4.6
 
Paraguay -0.5 -0.8 -2.7 -2.3 -2.1 -2.3 5.3 5.4
 
Per 20.0 -60.0 -35.0 -43.0 -38.0 -19.0 
 53.0 -122.0
 
Dominican Republic -12.7 -29.7 -2.4 -4.4 -4.0 -4.9 19.1 39.0
 
Uruguay 7.3 -17.9 -48.1 -30.5  - 40.8 48.4 

Subtotal 237.8 233.4 -1-862,7 -1-341.9 -113.0 -86.6 3757.9 1 661.9

' 
Venezuela4 125.0 109.0 -36.0 
 -40.0 -129.0 -133.0 40.0 -44.0
 

Total 362.8 
 -124.4 -1 898.7 -1.381.9 -262.0 -199.6 1.797.9 1-705.9
 

a. See notes to Tables II.14 and 11.15.
 
b. The minus sign (-) indicates an increase.
 
c. These countries are carrying out development programs that have been or are being evaluated
 

Hby ad hoc committees.
 

Source: Evaluation reports, minutes,,:&.,d ' .. ...... 
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SECO1D Aji-,."UAL LEETING OF THE INTER-AKERICAN ECONOMIC 
AND SOCIAL COUNCIL AT THE MINISTERIAL LEVZI. 

RZOLUTION 1-/63 

CREATION OF THE INTER-AMERICAN COMMITTEE
 
ON THE ALLIANCE FOR PROGRESS (ICAP)
 

The Second Annual Meeting of the Inter-American Economic and Social
 
Council at the Ministerial Level.
 

e.g 

II. DUTIES AND FUNCTIONS 

2. 	 The Inter-American Committee on the Alliance for Progress shallcarry out its duties and functions in keeping with the general orientation

and lines of policy established by the Inter-American Economic and Social
 
Council in its meetings at the ministerial level.
 

3. 
 To fulfill the purpose set forth in the preceding chapter, the
Inter-American Committee on the Alliance for Progress shall have the fol
lowing duties and functions:
 

see
 

c. To make an annual estimate of the financing actually needed for

Latin American development and of the total funds that may be
 
available from the various domestic and external sources.
 

d. 	 To make a continuing review of national and regional plans,

steps taken, and efforts made within the framework of the
 
Alliance , 
and to make specific recommendations to the members

of the Alliance and to the regional organizations in the

Hemisphere concerning those plans, steps and efforts. 
In
 
discharging this duty, consideration shall be given to the
evaluation reports of the ad hoc committees set up under the

Charter of Punta del Este or those deriving from steps taken
 
pursuant to paragraph 9 of this resolution.
 

e. 
 On the basis of the estimates referred to in paragraph 3.c and
the review and the recommendations referred to in paragraph 3.d:
 

(i) To prepare and present proposals on the amount and sort

of domestic resources each country would have to utilize
 
to achieve the objectives of the Alliance, and
 

/(i) To
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(ii) To prepare and present annual proposals for determining 
the distribution among the several countries of public 
funds under the Alliance for Progress, referred to in 
Chapter V.7 of Title II of the Charter of Punta del
 
Fate, which contribute to the external financing of 
general plans and specific programs for the development
 
of the Latin American countries, giving special con
sideration to the progress which, in line with its 
basic characteristics, each country makes toward reaching 
the objectives of the Charter of Punta del Este, and 
beJAg especially mindful of Title I.1 of the Charter. 
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FINAL REkORT 
FIRST MEETING OF 'TiE INTER-AMERICAN 

COMMITTEE ON THE ALLIANCE FOR PROGRESS (CIAP) 

Chapter V
 

A. 	ORGANIZATION AND PROCEDURES
 

1. Regulations
 

2. 	CIAP Procedures for Annual Country Reviews
 

Stage 1 (August-October 1964)
 

In compliance with the requirements established in paragraphs c., d., e.,
 
and f. of Section 3 (Chapter II) of Resolution 1-M/63 of IA-ECOSOC, the CIAP will
 
procede in the following manner:
 

Because of the budgetary procedures of member countries, a set of approximate
 
recommendations for all countries for 1965 and 1966 should be made by October 1964.
 

These recommendations will have to be based on country studies, which, in
 
view of the time limitations involved, will be of varying degrees of thoroughness.
 
However, it will be possible to make the necessary estimates, provided it is
 
recognized that:
 

a. 	A reasonably firm judgment on internal efforts and external needs can be
 
made only for the countries whose plans have been evaluated by the Panel
 
of Experts.
 

b. 	Where the plan does rot cover the perion under review, or no plan has
 
yet been presented, t-e estimates will have to be based, for this interim
 
period, on the information submitted by the countries and other informa
tion available to CIAP. 

c. To obtain the best estimates, the technical resources of all agencies in
 
Washington (IDB, IMF, IBRD, AID, etc.) with a role in Latin America, will 
have to be mobilized to assist the Secretariat in preparing the technical
 
background materials. For this, the cooperation of these agencies will
 
be requested by CIAP.
 

To.initiate the review process for countrie4 with evaluated plans, the Panel
 
of Experts, in collaboration with the technical staff of the Secretariat, will pre
pare aj soon as possible, but in no case later thnn the end of September 1964, plan
 
evaluation reports or progress reports.
 

For all other countrieL, reasoned estimates of external and internal require
ments will be prepared by the Secretariat.
 

/A.J ctiurtry 
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Al c-ountry revicw w i.l be carried out by subcommittees of ClAP established 

or a member of CIAP whom he may designate shall) the Chairian.. The Chairman 
preside over the subcommittees. The subcommittees shall include one or more ed

ditional members of CIAP, and ad hoc representative named by the country concern

ed, members of the Panel of Experts and of the Secretariat. In addition, the 

international financial agencies, US Government agencies, and possibly others,
 

will be invited to participate in an advisory capacity in the meetings of the
 

subcommittees.
 

In the case of a country that has not prepared a plan for evaluation, and
 

where the Secretariat's estimates should differ significatly from information 

supplied by the country, consultations with the latter shall take place prior to 

the convening of the respective subcommittee. If the differences should not be 

reaolved in these consultations, both estimates shall be forwarded to the subcom

mittee for its review. The subcommittees, on the basis of the reports and esti

mates prepared by the Panel of Experts and the Secretariat, as well as their 

deliberations, will submit their recommendations to CIAP through its Chairman.
 

The recommendations of the country review subcommittees will be acted upon
 

by CIAP at its October 1964 plenary meeting in order to arrive at a global recom

mendation on external requirements for external financing for Latin America for
 

1965 and 1966, as well as preliminary estimates on its distribution by countries
 

in support of their self-help measures and mobilization of internal resources.
 

During the transition period, CIAP authorizes its Chairman to assist countries
 

in the implementation of the recommendations of Ad Hoc Committee plan evaluation
 

reports, when such services are requested.
 

Stage 2 (after October 1964)
 

In subsequent years, full country reviews will be carried out under a similar
 

required in the course of
procedure by subcommitteees that shall meet as often as 


the year. In the case of countries with plans evaluated by the Panel of Experts,
 

these subcommittees, through the Chairman of CIAP, will make such recommendations
 

as may be necessary to the financial agencies and to the countries concerned, 
in
 

order to enable the latter to carry out their development plans, with due regard
 

for the external assistance requirements and the internal efforts that 
are called
 

for under IA-ECOSOC Resolution l-K/63.
 

case of ther countries, the reviews by the subcommittees will be based
In the 


on country reports prepared by the Secretariat in consultation with 
the country,
 

in order that CIAP may assist the latter in obtaining the external resources
 

required and in taking the self-help measures that may be needed.
 

At its October plenary meeting, CIAP will consider the country reviews 
of
 

the subcommittees, and, in the light of its information on available resource, shall
 
These
 

make its estimates and recommendations as required by Resolution 
l-M/63. 


estimates and recommendations will cover the following two years.
 

/In view of
 



in view of the gr(at amount of information which the member btatee'must
 
c'upply to the differen financial agencies, ClAP requests the Chairfnth'to form a 
Working Group wherein international agencies are represented, in order to estab
lish under the auspices of CIAP standard procedures which will eliminate, wher
ever possible, duplication in requests for information and lack of uniformity. 

ANNEX 2
 



- 125 - AIMJT X ' TO 
APPENXIX A 

SCHEDULE OF THE MEETINGS OF THE SUBCOMMI VEES OF THE CIAP 
FOR THE COUNTRY REVIEWS 

AUGUST 
l. Ecuador II- 12
 

2. Panama 14- 15 
3. Mexico 17 - 18 
4. Colombia 27 - 28 

SEPT 2 BER 

5. Venezuela 9 - 10 
6. Central America 11 - 12 - 14 
7. Paraguay 18 . 19 
8. Dominican Republic 22 - 23 - 24 
9. Bolivia 22- 23- 24 

10. Uruguay 25 - 26 

OCTOBER 

i. Haiti 3.- 5 
12. Peru 6, 7 
13. Chile 12 -13 
14. Argentina 16- 17 - 18 
15. Brazil 20- 21-
 23 

Previous Pa;q Blank
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LIST OF WORKING DOCUMENTS OF THE SUBCOMMITTEES OF CIAP 
USED FOR THE COUNTRY REVIEWS 

Doc. No. Topic Title Language 

Evaluation Reports Presented 
by the Panel of Experts: 

Ecuador 
M~xico 
PanamA 

CIAP/84 Panaml Proyecci6n de balance de pagos 
Panami para 1965 y 1966 

de 
C 

CIAP/85 Mdxico Proyecci6n de 
nas de Mxico 

las transaaciones exter
en los a ios 1965 y 1966 C 

CIAP/87 Mdxico Informaci6n bsica para el ClAP (Infor
me que presenta el Gobierno de M4xico 
a solicitud del Presidente del CIAP) C 

CIAP/88 Panami Financiamiento del programa de desa
rrollo econ6mico y social de la Repd

blica de PanamA C 

CIAP/90 Ecuador Resumen de la evaluaci6n de la economia 
ecuatoriana, las metas principales y el 
financiamiento del plan en i964-1966 C 

CIAP/98 Colombia La ejecuci6n del programa de desarrollo 
durante 1962-1964 y las necesidades 
de financiamiento para 1965-1966 (Informe 
preliminar presentado al CIAP por el 
personal t6cnico de la N6mina de los 
Nueve) C 

CIAP/99 Costa 
Rica 

Inform. preliminar de la Misi6n del 

CIAP en Costa Rica C 

CIAP/IOI Costa 
Rica 

Informe de la Misi6n del ClAP a Costa 
Rica (Incluye como anexo el Informe 
Preliminar) C 

CIAP/102 Venezuela Documento de trabajo preparado por 
el personal t4cnico de la N6mina de 
los Nueve C 

CIAP/I03 Venezuela Balanza de pagos de Venezuela. Do
cumento de trabajo presentado al CIAP 
por el Gobierno de Venezuela C 
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Doc. No. Toi Ti tle Language 

CIAP/107 Central America INTRODUCCION. El esfuerzo interno y

las necesidades de financiamiento ex
terno para el desarrollo de Centroamd
rica C 

CIAP/107, Corr.Central Amprica Corrigendum a la Introducci6n 
 C
 

CLAP/107,Add.I Central America COSTA RICA. El esfuerzo interno y
 
las necesidades de financiamlento ex
terno para el desarrollo de Centroam4
rica 
 C 

CIAP/107,Add.2 Central America EL SALVADOR. C 

CIAP/IO7,Add. Central America GUATEMALA C 

CIAP/107,Add.3
 
Corr. Central America Corrigendum al Capitulo de Guatemala C
 

CIAP/1O7,Add.4 Central America HONDURAS. El esfuerzo interno y las
 
necesidades de financiamiento exter
no para el desare-ollo de Centroam4rica C 

CIAP/107,Add.5 Centrn! America NICARAGUA " " C 

CIAP/lOT, Add. 5 
Corr. Central America Corrigendum al Capftulo de Nicaragua C 

CIAP/108 Venezuela 


CIAP/IIO Central America 

Suplemento al documento CIAP/102. 
Revisi6n de las proyecciones de balan
ce de pagos C 

Financiamiento de programas regionales 
centroamericanos: Fondo para la Inte
graci6n Econ6mica Centroamericana C 

CIAP/ll Central America Inversiones pdblicas sobre el Gobierno 
de Nicaragua (Documento informativo 
presentado por el Gobierno de Nicara
gua) C 

CIAP/112 Central America Algunos aspectos del Plan de Desarro
lio Econ6mico y Social de Costa Rica 
(Documento informativo presentado por
el Gobierno de Costa Rica) C 

CIAP/II3 Central America Documento informativo presentado por 
la Delegaci6n de Guatemala C 
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Doc. No. Topic Title 	 Lansruase
 

"CIAP/II5 Paraguay 	 El esfuerzo interno y las necesioades do 
fineanciamiento externo para el dearro
1lo del Paraguay C
 

C
CIAP/115,Corr. Paraguay 	 Corrigendum al documento CIAP/115 


CIAP/II6 Central America Observaciones sobre el debarrollo de
 
la planificaci6r. Centroam4rica
 
(Intervenci6n de Alberto Fuentes Mohr,
 
'Jefe de la Misi6n Conjunta de Programa
ci6n par& Centrbam~rica C
 

CIA/IIe Central America MemorAndum presentado p6r las
 
ciones centroamericanas (Algunos pro
blemas relacionados con la preparaci6n
 
de proyectos en los pafses centroameri
canos 	 C 

CIAP/121 Bo IVAI 	 Documento de trabajo preparado por el
 
personal t6cnico de la N6mina de los
 
Nueve C
 

CIAP/122 Bolivia 	 Informaci6n presentada par la.reuni6n
 
del ClAP por el Gobierno de Bolivia C
 

CIAP/123 	 Dominican Necesidades de financiamiento externo
 
Republic (Documento preparado por la Secretarfa) C
 

CIAP/126 Urvguay 	 El esfuerzo interno y las necesidades
 
de financiamiento externo pars, el desa
rrollo del Uruguay C
 

CIAP/126,Corr. " 	 " C 

CIAP/128 Chile 	 Le ejecuci6n del programa de desarrollo
 
durante 1961-1964 y las necesidades de
 
financiamiento para 1965 y 1966 	 C 

CCIAP/128,Corr. " 	 Corrigendum 

CIAP/129 Perd 	 Datos presentados por el Gobierno del
 
Perd a la Reuni6n del Subcomit6 del
 
CIAP sobre Perui 
 C 

CIAP/131 Perd 	 Documento de trabajo pars. la Reuni6n
 
del CIAP sobre el Perul 
 C 

CIAP/132 Haiti 	 El esfuerzo interno y las necesidades
 
de financiamiento externo para el desa-


C
rrollo de Haitf 
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.Doc. No. Topic Title Language 

CIAP/132,iiev. Haiti L'effort interne et lea besoins de 
financement exterieur pour le developpe
ment d'Haitl F 

CIAP/14O Argentina El esfuerzo interno y las necesidades 
de financimiento externo para el desa. 
rrollo de la Argentina C 

•CIAP/142 Brasil El esfuerzo interno y las necesidades 
de financiamiento externo para el desa
rrollo del Brasil C 

CIAP/143 Brasil Capital inflow requirements for 'the 
Brazilian Government Program E 

/APPEhDIX B
 



- 131 -

APPENDIX B 

FINAL REPORT OF THE FIRST MEETING OF THE CIAP 

INTRODUCTION
 

With the establishment of the Inter-American Committee on the Alliancefor Progress (CIA.?), the OAS member governments reaffirmed their decision toput forth during this decade a maximum effort to achieve a higher level of
economic development and social justice within a democratic framework.

Thesc objectives, defined in the Charter of Punta del Este, are at one and
the same time the basic frame of reference for the work of CIAP.
 

CIAP is fundamentally the expression of a multilateral concept of the
Alliance and of the need to intensify the achievements of the Alliance through
multilateral action. 
The efforts and sacrifices implAed in the Alliance are
mainly the responsibility of the Latin American peoples and they must assume
 
a leading role in this undertaking. Their governments have committed themselves during this decade to confront and resolve--by democratic means--the
critical problems of economic, sociea. 
and political modernization; and these
responsibilities requiere a 
participation in the direction of the Alliance.
 

The Alliance for Progress is also mutilateral in the sense that itssuccess presumes a close collaboration within the whole inter-American system
backed by.the international development and financing institutions, as well
 as other countries outside the system that want to assist in the program.
Finally, the Alliance requires joint action because one of its major objectives is to facilitate the economic integration of the Latin American nations,
and this implies economic cooperation and mutual support.
 

The creation of CIAP responded to a second judgment of the member governments: namely, that after three years of experience with the Alliance it wastime to identify the problems that were delaying forward movement and to attack 
them energetically.
 

These two facts--the multilateralization of authority, and the need for
acceleration--have oriented CIAP's approach at its first meeting in facing the
major dimensions of the Alliance: 
 the domestic effort of the Latin American
nations, foreign trade, external assistance, and regional integration.
 

/Chapter IPrevious Page Bklan 
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Chapter I
 

ASPECTS OF DOMESTIC EFFORT
 

The Committe paid special attention to various aspects of the Latin
 
American countries' domestic efforts on behalf of the Alliance for Progress.
 
There is an intimate relationship between the capacity of a nation to carry
 
out essential self-help measures and the effectiveness and flexibility of the
 
external assistance it may receive. The association of peoples in the Alliance
 
for Progress is based on the will to carry out a multilateral effort which is
 
an essential condition for the success of the common task.
 

The Committee considered, in particular, domestic efforts in the fields
 
of planning and project preparation, the improvement of national markets, and
 
public enterprises.
 

A. PLANNING AND PROJECT PREPARATION
 

The Charter of Punta del Este gave particular importance to the prepara
tion of development plans which could serve to orient economic and social
 
policy on a rational and far.-sighted basis. The existence of such plans is
 
essential to the Alliance, not because they in themselves are a panacea to
 
the development problem, but because they offer a useful method for estab
lishing priorities, for achieving balanced economic growth, and for iden
tifying critical bottlenecks. They also provide a rational basis for the
 
allocation of external aid.
 

To date there are nine Latin American countries which have presented
 
development plans that have been, or are being, evaluated by the ad hoc com
mittees in accordance with established procedures. This experience has been
 
very useful in following the progress of domestic efforts and for gathering
 
information and criteria which permit the countries to gradually improve
 
their planning process. This experience is also valuable ii guiding the work
 
of countries that have not yet presented their plans.
 

The CIAP listened with great interest to the presentation made by Mr. Raul
 
Saez, Coordinator of the Panel of Experts who summarized the work accomplished
 
until now in the field of planning. He emphasized that the initiation of the
 
plarning process has made an important advance in practice, which is demon
strated by the fact that the majority of the Latin American countries have
 
presented or are preparing national development plans and that they have
 
created or strengthened the instruments for the preparation and implementation
 
of plans. The Panel of Experts has preferred to be flexible with respect to
 
the nature of the plan since they did not want to obstruct the initial planning
 
effort, and because of the need to gain experience. However, it considers that
 
tne essential factor in judging the adequacy of a plan is the effectiveness of
 
tte complex of measures proposed to guide and accelerate the Pconomic growth of
 
the nation within the immediate future, in addition to serving as the master
 

/plan which
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plan which will provide the framework for the preparation or completion of
 
*ppecific projects and the execution of economic policies.
 

Mr. Saez pointed out that the plans studied generally had the following
 

weaknesses:
 

a* 	Deficiences in basic statistics;
 

b. 	 The use of mathematical methods that are unnecessarily complicated; 

c. 	 The lack of a sufficient number of projects; 

d. 	 The lack of adequate attention to the stages of implementation and 
control of the plans;
 

e. 	Lack of coordination betweva the national plans and the process of
 
economic integration;
 

f. 	The measures of economic policy required by the plan are treated
 
too generally;
 

g. 	Little or no participation by the private sector in the preparation
 

of the plan;
 

h. 	AhbencR ojf consideration of manpower resources in the plan;
 

i. 	Problema in financing as a consequence of insufficiency and lack of
 
flexibility in external assistance;
 

J. 	The weakness of the instruments which should insure the preparation
 
and ecution of the plan in all its phases.
 

The CIAP agreed that these constructive criticisms do not diminish the
 
importance of the work performed in the field of planning. 
The shortcomings

observed are to be expected in an effort so newly undertaken and So inherently

complex. These shortcomings in no way invalidate the benefits derived from
 
submitting the development effort to a rational discipline. The Committee
 
noted that progress is already evident in those countries that have prepared

their plans, especially (as was pointed out by the Coordinator of the Panel)

in the financial aspects and in the provision of foreign aid, bringing it
 
nearer to the requirements foreseen in the evaluation. 
In some countries an
 
acceleration in the rate of growth can already be noticed. 
Nevertheless, there
 
are cartkin sectorsin which planning deficiences are very significant. This is
 
particularly so with regard to policies relating to the private sector, in
 
which gaps have been evident.
 

CIAP also studied carefully the problems that derive from the lack of
 
projects. This deficiency is one of the principal constraints on the avail
ability to Latin America of external resources from lending institutions and
 

/an important
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an important reason for the sluggish rate of growth characterizing the firts 

efforts of the development process. Without the timely preparation of b ouf

ficient number of projects it will be impossible to attain the rate of -rowth
 

required by the Alliance for Progress. While it is true that the deficicncy
 

in the machinery for the preparation of projects is a consequencc of' tk .
 
it i:u no i.o',.organizational shortcomings typical of developing countries, 


true that the action of the state should give high prioriLy to the mea:uc'
 

required to overcome this deficiency.
 

In subsequent chapters of this report rention is made of other asp. ts 

of the planning process that were considercd by the CIAP, but they are more 

directly related to the procedures to be followed in the estimation of the 

external assistance requirements.
 

With 	the foregoing in mind, CIAP decided to:
 

1. 	 Reaffirm the need for economic and social development planning as 

one of the essential elements of .1e Alliance and'one of the most 

important indications of domestic effort. CIAP will not be ablc to 

fulfill its responsibilities urilesr, *he cotutries prepare their 

development plans within a reaso.1ilo period. The Committee con

ceives of planning as a continuous p;rocess which starts with the
 

formulation of projects and the elaboration of the plan and is 

completed with its orderly execution, efficient administration, and 

evaluation of the final results. Consequently, it recommends to the 

countries that the agencies responsible for this process be strength

ened, without neglecting the improvement of basic statistics, which 

must be adapted to the requirements of the planning process. CIAP 

asks its President to transmit thest comments to the governments and
 

to make them known to the agencies which provide technical assistance
 

in examining what action will be req.uired to fill the more obvious 

gaps 	in social and economic planning.
 

The Committee recommends, on the other hand, that an effort also be
 

made to permit the Special Development Assistance Fund to give par

ticular attention, and provide more resources, for the preparation
 

of development projects.
 

2. Urge the countries which have not yet presented development plans to
 
proceed with their preparation, and the countries with plans to
 

initiate or continue the preparation of long-term plans. In this
 

connection CIAP asks its Chairman to communicate with the various
 

governments in order to determine progress made and discuss the
 

collaboration which the Committee could provide to assure the prompt
 

preparation of their plans.
 

3. 	Request the Panel of Experts to prepare an anilytic report on planning 

in latin America, based on exrerience to date, and to ask ECLA, the 

Inter-American Development Bank and other international financial 

agencies to transmit their experience in the field of planning.
 

/4. 	Request
 



- 135 

4. 
 Request the Panel of Experts to prepare a set of guidelines that
might be covered in a strategy for the development of the private

sector in Latin America,
 

5. 
 Ask the Tripartite Committee OAS/IDB/ECLA for an evaluation or 
the
work accomplished by their various planning advisory groups.
 

B. THE IMPROVEMENT OF NATIONAL MARKETS 

1. Background and Study of the Problem
 

The Committee examined in detail proposals for accelerating the Alliancpe
for Progress through national economic integration.2/ 
Thie reed to improveand widen national markets is considered to be one of the most important means
to accelerate this national economic integration and at the same time to reinforce the efforts under way for regional economic integration in Latin America,
and to help develop conditions under which exports of Latin American agricultural products and manufactures could be expanded./
 

Thus, measures to improve and expand national markets, while important,
in no way substitute for other better known programs of the Alliance for
Progress, such as the development of infrastructure, agrarian reform, tax

reform, etc.
 

The symptoms of this problem of natural markets, described in detail in
document CIAP/50, are well known; 
 substantial uaderutilization 3f existing
industrial capacity, sluggishness in the growth :,f agricultural prod-,Action
and income, and an increased disparity between development levels of urban
and rural areas. The importance of this pressing problem has long been
recognized. 
Limited and poorly organized national markets are parts of the
uhnerdevelopment problem itself.
 

1. 
The term "national market" should not be taken literally. It is
understood that it can apply to regions within nations, to contiguous regions
of two or more nations, or to a group of small nations. 
 It is evident, for
example, that this concept may be applied to the Central American Common

Market.
 

2. Accelerating the Alliance for Progress through National Economic
Integration. 
 (Document Based on the Paper Prepared by the U. S. Representative on the CIAP) OEA/Ser.H/XIJI, ClAP/50 (English), 7 July 190.3. Some possibilities in this regard are considered in Resolution
C-16/M62, First Annual Meeting of the IA-ECOSOC at the Ministerial Level,

Mexico City, 1962.
 

/The ClAP 



The CIAP expressed its firm conviction that it was time to make a fresh
 
attack on this chronic problem and to stimulate a conscious strategy to improve
 
and expand national markets in the Latin American countries. The essencp of
 
this strategy is to develop now initiatives and an experimental cnd ima7intive
 
approach on the part of individuals, private groups and public bodies iL Lst:,n
 
America leading to the launching of specific national or local projects.
 

The major focus would be on improvements in marketing conditions: to
 
reduce distribution costs and improve techniques for the achievement of greater
 
efficiency in the marketing of agricultural products in the urban centers, to
 
improve marketing conditions in the rural areas for manufactured products; and
 
to facilitate marketing of agricultural and manufactured products fo the ports.
 
This 	approach, which would necessarily involve the improvement and expansion
 
of many existing policies and activities, could be formulated in the following
 
manner:
 

1. 	 In the agricultural sector. Improvements in agricultural marketing
 
and related activities (for example, storage, transport, etc.)
 
leading not merely to lower urban prices for agricultural and fish
ery products but also to increase output of cash crops, to increase
 
the share received by the farmer, and to diversify agricultural
 
production.
 

2. 	 In the industrial sector, The diversification of manufacturing
 
production designed to produce goods for mass marketing at lower
 
unit costs; and new and imaginative programs to tap and develop
 
rural markets for the products of industry, including improved
 
distribution and marketing systems, The provision of consumer
 
credit, under fair terms, can be part of this program in cases where
 
inflationary pressures have been breought under control.
 

The achievement of these ends, together with land reform and other agri
cultural measures, would increase effective demand for manufactured products;
 
and the availability In rural areas of efficiently marketed man-tfactured goods 
could serve as an inoentive for the diversification of agricultural production.
 
New and improved credit practices, national and international, would be a
 
necessary complement to these efforts, The provision of crop and livestock
 
insurance would also contribute to these objectives.
 

CIAP felt that a successful effort to expand national markets would have
 
other important consequences. The diversification and improved efficiency of
 
industrial and agricultural production and a successful organization and
 
expansion of national markets would help to surmount the very similar problems
 
faced in diversifying and expanding exports of agricultural products and manu
factured goods. In the same manner, the broadened base of domestic industry
 
would facilitate the expansion of intraregional trade and the success of the
 
integration movements in Latin America. By providing more full and efficient
 
use of industrial plant and the more effective exploitation of agriculture and
 
fishery potential it will also assist the Latin American nations in their
 

/efforts to
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'a'eliate~nt~playandreinforenerit of'public policies and private 'effc -Sare required, which can only be Ihre outu/b th" wit
 
thisresonsiiliy in each of the countries, of the Hemisphere.
 

The, experience of the Panel of Experts in the evaluation of national:99development plans is also significant. This experience has 4ndica ted: 

1. 
A relative neglect of the agricultual.sector in'the'preparatin

of national plans, and
 

2. 
The great difficulties of incorporating private sector projections
and 	policies--including marketing policies--in the national plans.
 

. While recognizing these difficulties, the Committee felt it 
was opportune
to press forward with a new program to improve and expand national markets
since the relative l. in growth of the agricultural sector'and widening gap
between urban and rural arpas are matter5 of'&rowinig concern. There is also
 
an awareness 
on the p~k of entrepreneurs of the limitation of the pre sent
market structure. The&Committee pr~poded'& dual effort to:
 

1. 	Promote vigorously the idea of a concerted national market strategyto persuade private groups and governments to examine afresh"'this Kproblem in its realistic national eeW;ing and 	 to press forward with
practical projects and programs, recogniingthat success in this
area 	 is largely dependent 'onman local and national iniciatives. 

2.' 	 Promote a concerted action by the.community of international and
 
n
~rational ptublic',agencies to ~aosist these nati~onal efforts with the
varied technia an inancial rosources99at 
their disposal.
 

21 Action*Program9 	
9. 

The CIAP proposed *that,the C9 hairman', of CIAP undertake the9 fo'llowing con
crete measures to ipoe 
aid' t'o expand natio'nal 
 9rkts
 

l.. 
 To encourage an active' discussion of the nationalmarket concept by
9the 
~ , 	 National Cdmmittess for the.AlJlarice for Progress as well as.,
<9 9 1'it~rested groups,(e.g., industry, 'labor; agriculture,, fssh-f
eris,'ser~hintit.tons, cooperates 
 etc.), iorder to apply

this 	 concept,,~in. practical terms, 'to the 	 uiLque. problemscf their . 
94 * 9several~f, 	 countries and 	to generate specific pro~jects 'by .trse 

9 9 	 9 9 9p 
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groups in Latin America. For this purpose a revised version of
 
"Accelerating the Alliance for Progress through National Econom:ic 
Integration (CIAP/50)," must be distributed widelyv. 

2. 	 To encourage governments to include a coherent national market
 

strategy in the preparation and implementation of their development
 
plans, and to propose that the Tripartite Global hisions pr!,.r-Jl. 
working with planning authorities in various of the Latin Armer .c;n 
countries incorporate marketing specialists in their staffs. 

3. 	 To request the Panel of Experts to take account of such programs in
 
the evaluation of national development plans.
 

4. 	 To suggest that research in marketing, a neglected research area in 

many of the Latin American countries, be stimulated in the appro
priate private groups, e.g., universities, trade -t.sociations, coop
eratives, and in the relevant governments agencies. Furthermore, to 

request various international agencies, and especially CIDA and ECLA, 

to devote special attention to practical research endeavors in the 

national marketing problem, especially in those countries preparing 
development plans. 

5. 	 To request the Secretar, General of Vie .Aj to esablish within the 
Secretariat a unit for national markeus affairs. 

6. 	 To invite the various institutions that may be in a position to
 

offer technical assistance and financing to give the.r full support
 

to this national efforts and to promoto the best lossible coordina
tion of their assistance. It is noted that certain international
 
financial agencies have already pledged their sup3,ort of both tech

nical assistance and capital. Accordingly, the Chairman of CTAP 
will form a working group consisting of' representatives of those 

international or national agencies prese.:ntly dealing with the many 
facets of the national market problem, i.e., inductrial expansion,
 
agricultural development, external finarcing and technical assist

ance. The tasks of this working group would be:
 

a. 	 To study systematically the practical lessons to be derived
 
from existing experience in Latin America in their efforts to
 
modernize marketing institutions,
 

oecific projects 
which, if implemented, might carry forward naK.oal ezonomic 
.integration, and 

b. 	 To identify, based on available information, .

c. 	 To provide technical assistance and firmancin[ of such projects 
upon the request of the Latin American gover-iments and respcn
sible.'ptivate groups.
 

/This group 



This group could include ivB, OAS, ECLA, CIDA, United States AID, IBRD.
 
EXIMBANK, and at the discretion of the Chairman of CIAP any other pub
lic or private group that, in specific situations, can make a contribu
tion to the solution of the problem. This group would be chaired by
 
the Chairman of CIAP or one of the members designated by him.
 

7. Urge private enterprises in Latin America to assume a responsibility
 
in the effort to improve and expand national markets by modernization
 
of their methods and institutions. The study of the private sector
 
requested from the Panel of Experts (see A.4 of this chapter) should
 
take 	into account this function of private enterprise.
 

8. 	 Establish contact with foreign private enterprises urging them to
 
play a progressive and cooperative role in exploring the opportu
nities for assisting with national market projects, in consultation
 
with the appropriate authorities in the Latin American countries in
 
which they are active.
 

9. 	 Request the Secretary General of the OAS, through the OAS Fellowship
 
Program, to accelerate the extension of fellowships in the field of
 
marketing, giving special attention to training in countries whose
 
experience is most relevant to Latin American problems, and also to
 
suggest a similar emphasis to other international agencies providing
 
fellowships abroad.
 

C. PUBLIC ENTERPRISES
 

CIAP agreed that each nation has the righ to decide what part of its
 
economy should be operated publicly or by private enterprise and that this
 
is undoubtedly a basic aspect of its sovereignty. No ther nation or inter
national institution can or should attempt to interfere with that decision.
 
On the other hand, the efficient use of resources is a matter which can be
 
properly presented for multilateral consideration within the Alliance for
 
P_.ogress. Some public enterprises in the Latin American countries operate
 
with large deficits. In many cases these losses, cause a heavy drain on
 
fiscal resources which are reflected in the national budget deficit. These
 
deficits are one of the major causes of inflation in some of the countries
 
of the region. Nevertheless, and without prejudice to the general and spec
ific conditions that each financial institution establishes for its credit
 
authorizations, when a public enterprise is efficient and well managed it
 
should have access to the credit of international institutions.
 

The CIAP indicated its concern with the problem of inefficiency of some
 
public enterprises and its possible influence on the inflationary process.
 

CIAP requested the Panel of Experts to give special attention to this
 
problem in the evaluation of plans and programs submitted for their
 
consideration.
 

/Chapter II
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Chapter II
 

FOREIGN TRADE
 

The CIAP studied the difficult situation confronting Latin America in the
 

field of foreign trade. During the last few decades traditional Latin American
 

exports have lost ground in the world market and terms of trade have tended to
 

deteriorate, though prices of some export products have increased in the last
 

two years. Although the volume of Latin American exports has risen since 1960
 

at an average rate of 5 percent annually, the external purchasing power has
 

increased only 1.6 percent._/
 

If the situation of Latin American exports does not improve substantially,
 

at a time that population increases rapidly and the Latin American countries
 

require greater purchasing power abroad in order to carry out their development
 

programs, the success of all such efforts undoubtedly can be endangered, and it
 

will become even more difficult to attain the goals of the Alliance for Progress.
 

Furthermore, it is necessary to stimulate the diversification of exports. an es

sential requirement of which is the access of Latin American manufactured prod

ucts to industrialized countries. The utilization of external resources, by
 

means of loans, cannot serve as a substitute for income derived from trade.
 

The CIAP felt that Latin America's capacity to contract loans tends to decline
 

rapidly because debt services and the profits earned by foreign capital are ab

sorbing an important amount of foreign exchange in income in some Latin American
 

The United Nations Conference on Trade and Development dealt with
countries. 

these problems and a series of principles and recommendations were drawn up at
 

that meeting which will tend to solve them on a world wide scale.
 

The CIAP felt that Latin America is interested basically in the reorganiza

tion of international trade to accelerate development and that financial resources
 

of external origin constitute a true additional contribution to those economies
 

and not simply a compensation for the relative decrease in export income.
 

Consequently, it asked the Chairman to establish close contact with interna

tional and inter-American agencies cntrusted with foreign trade matters and sug

gested that he present a report at the Second Meeting of the CIAP.
 

Moreoverv in order to deal properly with the problems confronting Latin
 

American exports, the CIAP requested its Chairman to set up a Workintg Group to
 

advise him on this subject and prepare a report to be presented at the next
 

meeting. This report will include suggestions about the action that it would
 

be advisable for the Committee to carry out in that field, their organization,
 

and the relations that oould be maintained, or initiated" with the various qual

ified international agencies and, very especially, with the new agencies that
 

will be formed as a result of the recent United Nations Conference on Trade and
 
Development.
 

1. Information from the Economic Commission f- Latin America. 
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Chapter III
 

MAJOR ASPECTS OF EXTERNAL ASSISTANCE
 

ClAP considers that only a detailed analysis of the economic situation of
 
each country, in terms of the criteria of Punta del Este, 
can 	determine the
 
amount and composition of the foreign aid needed. 
In such analysis.--.which will

be made according to the procedures estavlished in Chapter IV of this report...

special attention will have to be given to each country's foreign trade problems,

external indebtedness and domestic effort to achieve the minimum goals estab
lished in Punta del Este.
 

Although the results of these reviews should not be prejudged, certain im
portant aspects are already becoming apparent and suggest concret conclusions
 
and decisions, which can be placed into four categories:
 

A. 	The need f'or greater flexibility in the use of the available resources;
 

B. 	The need for measures to accelerate the utilizations of external
 
resources;
 

C. 	The need to study the problems of foreign debts;
 

D. 
The 	need to increase the flow of available resources.
 

A. THE NEED FOR GREATER FLEXIBILITY IN THE
 
USE OF THE AVAILABLE RESOURCES
 

As a growing number of countries move forward in the preparation of their
 
over-all development plans, it becomes more urgent 
to devise new formulas to

insure the availability of the resources needed in implementing these plans.

Some progress has already been made in this field; 
some agencies that at one
 
time only financed individual projects are now participating in consortia to
 
finance project packages. 
But it is obvious that this can only be the beginning

of a continuous search for the formulas that are most appropriate to each coun.
try. It should be especially noted that over-all development program financing

is appropriate to the needs of countries with mixed economies in which the plan

assigns an important role to investments in the private sector, but in 
 'Uichit

is not wished to prescribe to this sector narrowly the fields in which it is to
 
function. 
In such cases it may be expedient to promote the kind of development

that is desired, by providing the monetary authorities with the foreign exchange

needed to follow a policy designed to stimulate private investments. The crea
tion of development banks designed to provide resources to the private sector is
 
proving an effective way to achieve this result in certain Latin 
 nerican nationso
 

Global allocations of foreign aid funCd!; riny also be justified in the case of

countries that suffer from inflationary pressures which they are trying to control
 

/through effective
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through effective domestic policy measures, but which require external support
 
during the transitional period in order to avoid severe unemployment and
 
recession.
 

Greater flexibility may also be justified in the practices fGllowed with
 
respect to project financing. For example, it would be useful in certain
 
cases 	in which projects already initiated cannot be completed because of a lack
 
of resources; that, where the priority and economic and financial justification
 
is clear, the financing agencies be prepared to provide the funds needed to com.
plete 	these projects, taking into account the domestic contribution that has al
ready 	been made. Similarly, there are cases in which it may be advisable for
 
the international institutions to broaden the practice of covering the local
 
currency expenditures on some projects.
 

CIAP therefore requests its Chairman to bring these considerations to the
 
attention of lending institutions and agencies, and recommends that they be
 
taken into account in the country studies described in Chapter IV,
 

B. 	THE NEED FOR MEASURES TO ACCELERATE THE
 
UTILIZATION OF EXTERNAL RESOURCES
 

For a number of reasons it is of great importance to the Alliance that the
 
time elapsing between the authorization of loans and their full disbursement
 
be reduced to an essential minimum.
 

A preliminary examination of the experience with other regions indicated
 
that the rate of drawings on loans to Latin America is not low in comparative
 
terms.
 

In view of the importance of this problem CIAP requests its Secretariat to
 
pursue further the study of the pipeline that has already been initiated, and
 
that it report its results through the Chairman, at the next plenary meeting.
 

One cause of the lag in disbursements mentioned above is the conditions
 
under which some loans are granted, either because of legal requirements or
 
operating practices under which the lending agencies operate. For example,
 
U.S. law severely limits the use of AID funds for purchases outside the United
 
States and imposes the obligation that at least half of such shipments be made
 
in U.S. vessels. The CIAP believes that flexibility in the respective laws
 
and procedures is much needed. The willingness which has been expressed by the
 
U.S. authorities to study this possibility is highly welcome and the CIAP views
 
with satisfaction efforts now being made by the United States to modify proce
dures which hitherto may have caused delay in some cases. CIAP also considers
 
that a revision of this legislation is needed. It therefore requests its Chair

man to continue the constructive efforts tiat he has already initiated with the
 
U.S. authorities, with the view to achieving these ends.
 

/The development
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The development plans that have been prepared by a number of Latin American
 
countries have in many instances been found to suffer from a shortage of well

prepared projects that might be submitted to the financial agencies as a basis
 
for requests, Consequently, not all of the potentially available external de
velopment capital could be utilized by these countries. Among tk2e princtpa. 
causes for this deficiency are the inadequate institutional strutuure- of thF
public and private sectors, a shortage of adequately trained technical and man
agerial personnel, the inadequate organization of such personnel, and The f.
quirement imposed by some governmental lending institutions that foreign
consulting firms must be used for the preparation of feasibility studie.10 

CIAP therefore urges the Latin American governments to give high priority

to the internal reforms that are needed to overcome these institutional defl
ciencies. At the same time 
CIAP requests its Chairman to make the necessary

representations to lending agencies, so that these devote greater resources to

project preparation and, more especially, to feasibility studies. In these 
additional efforts to increase the technological capacity of countries to pre
pare and carry out projects, local consulting firms should be used whenever
 
possible and should at least be given the same 
opportunity as foreign consult
ants. to participate in project preparation. Joint ventures between foreign

and domestic consulting firms should be fostered for this purpose.
 

To carry forward this effort, the Chairman is requested to form a working
 
group which would mobilize the advice and experience of all the relevant lend
ing agencies, making contact with governments when necessary, and making recom
mendations for the acceleration of project generation with special attention to
 
the improvement of Latin American capabilities.
 

C. THE NEED TO STUDY THE PROBLEM OF FOREIGN DEBTS 

In some countries the present level and structure of existing debts presents
 
a problem that is not inferior in magnitude and importance to that of the needs

of official development capital. The existence of these debts reflects primari
ly four phenomena: 1) the past lack of development plans and policies which
 
would justify receipt of long-term financing; 2) the unfavorable terms of trade
 
of the last decade; 3) the fact that certain capital exporting nations almost
 
exclusively have granted medium-term financing, much of it In the form of sup
plier's credit; 4) the absence of centralized control in the countries over the
 
contracting of foreign debt. 
To find formulas that will allow the Latin Ameri
can countries concerned to repay these debts without seriously interfering with
 
their development potential, hindering the setting .inorder of 
their fiscal and
 
monetary systems, and prejudicing their international financial relations, may

be considered one 
of the primary tasks of CIAP in the field of external financingo
 

CIAP therefore requests its Chairman 
to keep himself informed ' current debt
 
renegotiation efforts, and to be prepared to asist the member 
 courtries, if it
 
is judged useful by the participants.
 

/In addiion, 

http:studie.10


- 144 -


In addition, CIAP requests its Chairman to form a Working Group consisting
 

of himself, any member of CIAP who may wish to participate, and the regional,
 

international or governmental institutions that he may irish to invite in order'
 

to examine the long-run and more basic aspects of foreign indebtedness; and to
 

propose recommendations about measures that should be adopted to avoid exczssllp
 

The Chairman will report on the results achi-evshort-term debts in the future. 

ed by this Working Group at the next plenary meeting of CIAP.
 

Another important problem of foreign debt financing is the conditiona under 

which debts are contracted. The present indebtedness of some countries, and 

the need for development credits, require that financing be granted on more fa

vorable terms than those generally prevailing in the past.
 

D. THE NEED TO INCREASE THE FLOW OF AVAILABLE-RESOURCES
 

A large part of the work of this session of CIAP was taken up with a prelim

inary examination of the requirements of the Latin American nations in their ef

forts to achieve the Punta del Este goals and of the external resources available
 

It is the intention of CIAP to publish a paper on requirements
for that purpose. 

and availabilities at its next meeting, it being understood that any estimate of
 

this type will have to take into account basic commodity price levels, the inte,
 
At that time CIAP should
nal efforts and external indebtedness of each country. 


have available more reliable estimates of requirements on a country-by-country
 

basis.
 

Nevertheless, the available facts indicate that the over-all goals of the
 

Charter of Punta del Este are not now being fully achieved and that efforts to
 

strengthen measures of self-help as well as to enlarge the flow of external as

sistance are required. The increasing internal efforts that are taking place in
 

Latin America make it likely that in 1965 and 1966 larger amounts of external fi

nancing will be required.
 

CIAP therefore requests its Chairman to hold discussions with the internatJ':n

al and national lending agencies with a view to determining the prospects .of a:i!i

tional resources becoming available for 1965 and 1966, The Chairman is reque,: .!
 
CIAP also recommends member
to coordinate these actions with those of the IDB. 


countries to give the greatest support possible to the endeavors of the IDB to
 

mobilize additional financial resources, especially in Europe, in conformity with
 

the resolution approved at the last meeting of the Bank's Board of Governors
 

(Panama, April 1964).
 

In this respect, special attention should be paid to the fulfillment, on the
 

part of the industrial countries and of Latin America, of the recommendations wLth
 

regard to development financing, which were approved at the United Nations Confer

ence on Trade and Development.
 

The CIAP noted with satisfaction the resolution of the Board ,f Governors of
 

the IDB approved at Panama to increase the resources of the Fund for Special
 

/Operations in
 



Operations in the amount of $900 million and welcomod the statement of the
 
Bank's President to the members of CIAP in which he declared his intention to
 
cooperate with CIAP and to establish policies for the Fund and its administration which will provide support for the social and economic objectives of the
Charter of Punta del Este and the development policies formulated by CIAP.
 

The CIAP requests its Chairman to inform all member governments of the im
portance CIAP attaches to assuring the continued activity of the Fund for Spe
cial Operations by a timely replenishment of its resources, and of the urgerv-y

it attaches to each member government's taking whatever steps may be necessary

to permit the resolution increasing the resources of the Fund for Special
 
Operations to become operative.
 

The CIAP also noted, in this connection, t.he statement of its member, Dr.

Roberto Campos, to the effect that in view of the resolution of member govern
ments approving the expansion of the resources of the Fund for Special Opera
tions, it would be appropriate for CIAP to suspend further examination of the

proposal of the Brazilian government for ar Inter-American Development Fund

(FIDAP) as set forth in the resolution 23-M/63 of the IA-ECOSOC and as 
further
 
amended by CIAP/43. 
The other members of CIAP concurred in this view.
 

CIAP requests that its Secretariat and the Panel of Experts prepare a stu
dy to be submitted at its next meeting regarding the criteria that countries
 
that do not yet have general development programs should use tc establish pri
orities that will permit them to properly select the project to be prepared.
 

It is a cause of concern that the full potentialities of foreign private
enterprise are not being woven into the fabric of the Alliance for Progress.

There are undoubtedly problems on the side of both potential investors and

recipients. 
To find formulas under which this flow may be expanded is an
 
inescapable task for CIAP. 
To achieve this end, it is necessary to provide
 
an adequate sense of security and to insure that foreign capital enter under
equitable conditions and that it follows lines of conduct compatible with the
 
national interest of each country.
 

CIAP, therefore, requests that its Chairman explore all possible means of

increasing the flow 
of private investments. As a 
basis for this effort he is

requested to assemble all the available information on the effectiveness of

different measures, looking toward the establishment by responsible author
ities of norms of international behavior with respect to private investment;

having due regard for the national policies and constitutional provisions of
 
each country. 
For this he will use the services of the Secretariat and request

the services of the IDB and of other competent organizations, being authorized
 
also to consult prominent representatives of the public and private sectors.
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Chapter IV
 

ECONOMIC INTEGRATION
 

In compliance with the mandates entrusted to the CIAP, and particilary that
 
regarding its responsibility to "coordinate those initiatives within the frame..
 
work of the Alliance requiring multilateral action, such as economic integration.."
 
an examination was made of the present status of the process of integrntiori in
 
Latin America. It was taken into account that at this time simultancour cfforts
 
are being made by the countries comprising the Latin American Free Trade Assoia.
 
tion (LAFTA) and the Central American Common Market, and that there is on the
 
other hand a third group of countries who still do not participate in these
 
efforts.
 

The importance of the process of integration in achieving the rate of de
velopment for Latin America as projected in the Alliance programs, was once again
 
recognized and emphasized, and it was deemed at this jucture to be of the utmost
 
importance to seek formulas for the acceleration of the progress of that process.
 

A. 	 E(AMINATION OF THE PRESENT STATUS 
OF THE PROCESS OF INTEGRATION 

With regard to the above mentioned mandate, the CIAP considers that a study
 
to orient it in coordinating and promoting the process of integration, is a basic
 
necessity.
 

The CIAP is very much aware of the fact that LAFTA and the Central American
 
Economic Council are already responsible for regional programs of integration, and
 
that there are other inter-American agencies such as the OAS, IDB, ECLA, and
 
CEMLA which are deeply interested and closely related to the promotion of inte
gration.
 

Greater coordination of the activities of these agencies would be a very
 
important factor in accelerating the process. Some of these institutions--par
ticularly ECLA--are now carrying out intesive studies oriented toward the dlag
nosis of the principal factors impedin- the progress of integration and the sear.h
 
for formulas to neutralize or eliminate them. Furthermore, CEMLA has presented a
 
memorandum to the CIAP stating the necessity for financial coordination and cooera..
 
tion in Latin America, and some very interesting institutional formulas for achiev
ing these ends.
 

The CIAP considers it its duty at this crucial moment in the process of
 
integration, to investigate the course ol action it might adopt to make an ef
fective contribution in the promotion ail acceleration of the process of econom
ic integration of the region. In carrying out the studies, it will be necessary
 
to work very closely with the organs of LAFTA and the Central American Common
 
Market.
 

/Therefore, CIAP
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Therefore, CIAP charged its Chairman with the convocation of a Group of Ex
perts to carry out the following tasks, in consultation with qualified agencies 
of LAFTA and the Central American common Market and the ECLA Secretariat:
 

O. 	To identify the basic factors and circumstances which impede greater
 
progress in the process of Latin American economic integration.
 

b. 	 To suggest steps to be taken by CIAP and formulas and measure that could 
be proposed for acceleration of this process. 

IL carrying out this study, the Group will mainly examine the advance of 
the 	process of integration and of the two existing groupings; the 
studies already carried out and the status of those being pursued or 
to be initiated in various agencies; and the manner and the extent to 
which problems related to integration are handled within the framework 
of the Alliance. 

It will coniider the economic, legal, institutional, and other types 
of obstacleb which may be holding back the two programs of integration; 
the relation between these and the possibility of incorporating the 
countries which do not participate in either of these two programs. 
It will examine the problems arising from the different size and degree 
of development of the countries for the purpose of identifying and pro
moting possibilities of production for the integrated market in countries 
of bmaller size and growth. It will evaluate the studies and the initia
tives being carried out or being planned in order to impro-Veftr~anporta
tion and communication facilities among the Latin American countries, 
perfect the mechanism of international payments and harmonize monetary, 
exchange, and foreign trade policies, and other aspects important for 
the process of integration. It will also analyze present domestic and 
external financing conditions to promote integration. 

In the measure the studies allow this, the Group will make suggestions
 
that place CIAP in position to define its role with reference to region
al integration as well as on criteria for harmonizing national plans and
 
their financing with the purpose of integration.
 

c. 	The Group will inform the Second Meeting of CIAP of the state of its
 
work.
 

The Chairman of the CIAP will request the General Secretariat of the OAS,
 
the organs belonging to IAFTA and the Central American Common Market, the
 
IDB, ECLA, CEMLA,and Panel of Experts, to supply the Group with the col
laboration necessary for the accomplishment of its duties.
 

/B. MULTINATIONAL
 



B. MULTINATIONAL PROJECTS 

CIAP considered that one of the most important functions assigned to it is 

"to obtain information on the progress made in multilateral investment programs" 
and to procure its financing. 

During its preliminary meeting, CIAP approved Resolution 64/;, which created
 

a Working Group to inform and advise it on specific project of a regional scale,
 
This Group preparatof multinational infrastructure, and of border development. 


ed a report (Doc. CIAP/46) containing a provisional list of projects which, althougl
 
still incomplete, records thirty-five multinational infrastr-ucture projects.
 

At its first meeting CIAP examined the excellent report of the Working Group
 

and arrived at the conclusion that it is first necessary to formulate and main

tain a complete inventory of multinational projects and, secondly, to establish
 

a permanent mechanism which--acting in accord with the interested countries and
 

agencies--will allow CIAP to promote implementation and procure financing for
 

those multinational projects tending to accelerate Latin American economic inte

gration and which have sufficient priority and justification from the national
 

and regional point of view.
 

During his recent visit to Central America the Chairman of CIAP took cogni

zance of various multinational projects that the Central American countries wish
 

to carry out with financing of the Central American Bank for Economic Integra

tion (BCIE).
 

As a result of the preceding, CIAP charged its Chairman with the formation
 

of a "Permanent Committee of Multinational Projects" comprised as follows: two
 

members of CIAP, two members of the Panel of Experts, the oecretary General of
 

the OAS, the Executive Secretary of CIAP, the President of the IDB or someone
 

of his choosing, and the Executive Secretary of ECLA or his representative.
 

The Permanent Committee shall obtain and maintain complete up-to-date
 

information on Latin American multinational projects and shall serve as a "forum" 

for studying and adopting the policy measures necessary to obtain the implementa

tion of studies and agreements required to carry out and finance multinational 

projects that comply with the aforementioned criteria.
 

It will request the collaboration of the countries and institutions inter

ested in the project in question and especially of the financing agencies.
 

The Chairman shall establish contact with the governments and suggest they
 

contact him when they wish to carry out or finance any multinational project.
 

The CIAP shall use IDB as its main instrument for carrying out studies of
 

feasibility, preparation of projects, organization of financial groups of con

sortia, etc., for which purpose the IDB is asked to give its valuable cooperation.
 

When dealing with projects referring to the Central American countries, the
 

CIAP shall seek the participation of IDB as well as the BCIE. 

/In view of
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In view of the importance of certain projects of this type in which many
 
governments are actively interested, CIAP has agreed to recommend that the Per
manent Committee take steps that it deem advisable to complete the necessary
 
arrangements and to promote the immediate carrying out and financing of the
 
following:
 

a. 	The portions of highways still to be constructed in Panama and Colom
bia linking the highway system of North America and Central America
 
with that of South America; and
 

b. 	 The Inter-American Telecommunications Network. 

To this end, the Permanent Committee, through the Chairman of CIAP, may
 
propose to the appropriate organs the convocation of meetings of the Pan Amer
ican Highway Congress and of the Inter-American Commission of Telecommunications.
 

Taking into account requests received by the Chairman from the Central
 
American governments as well ae from the Central Anerican Bank for Economic
 
Integration, for the purpose of obtaining support of CIAP for various important
 
projects of economic infrastructure in Central America, it was thereby agreed
 
to charge the Permarent Committee with the adoption of the measures it deems
 
advisable to complete the necessary arrangements and to procure the financing
 
of the following Central American projects:
 

a. 	Central American Highway Network.
 
b. 	Telecommunications Network.
 
c. 	Evaluation of natural resources and survey of fiscal cadaster.
 
d. 	Grain storage.
 
e. 	Electrical interconnection.
 

The Permanent Committee shall inform the CIAP meetings of the development
 
of its work and of the progress made in the execution of Multinational Projects.
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