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INTRODUCTION

The documents meking 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-
196k, as well as the outlook for the near.future. This study has been the
fundamental task assigned to the annual meetings of the Inter-American
Econcmic and Social Courcil (IA-ECOSOC) since it- started its new work system
in 1961 (Article 18 of its Statutes) and nas been retlected in the content
of the reporius 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 mede 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 Alliance for Progress (CIAP)
was established in February 1964, it was concluded that, unless exceptional
circurstances 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-prepared 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 first 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.

- iii - /The Judgment



. The judgment end 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,
fundementally based, therefore, upon the aforementioned "CIAP Policy Statement
regarding the State of the Alllance 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 Frogress to Date and its Prospects for the Future,"
which constictutes 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 & 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 CI&P, held in Mexico City in July 1964, have been incorporated into
this document as Appendix B.




Part T

CIAP POLICY STATEMENT

THE STATE 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. Givean
its essential character, it was inevitable that progress be relatively slow
in the initial stage. Past patterns of economic snd 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 institutions 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.

5. For all these reasons the over-all figures for Latin American growth
did not achieve in 1962-1963 the targei 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 govermments 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 S0 Paulo Ministerial in 1963, has assumed a coherent
form and moved forward with energy and teamwork which promise much for the future.

/II. THE CIAP
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ITI. THE CIAP COUNTRY REVIEWS

5. In its first phase, the work of CIAP has centered about the country
review procedure: an exerclsz which illustrates and dramatizes its multi-
lateral character. At the meeting in Mexico in July 1964, 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 groups acting in collahoration. 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 cendor, 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).

T« It was wnderstood 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 Ninej; 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. 1In 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 Chalrman of CIAP went to EBurope 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.

/1l. On the
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11. On the whole the first round of country reviews must be accounted a
mejor 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
teanmwork among the lending agencies as well as between the nations and lending
agencies thnerselves; 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. l-M/63).

/III. THE
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ITI. THE SECRETARIAT SUMMARY OF REQUIREMENTS
AND AVAILABILITIES

12. The Secretariat summary of the domestic effort and external
finencial requirements of Latin Americe is, Jike the country review procedure
end statlstics on which it is based, an interim and transitional effort.
There 1s every reason to believe that a year from now we will have a more
solld 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 agaln, 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. Tt
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.

1k. 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 pol.icy 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. BSPECIFIC 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 end development in Latin Americae 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 and urban ways of life within Letin 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 et the national level.
The Latin American neations must look ouvtward--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 greaier 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 at 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 critical 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. INFLATTON

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. A%t 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:

8

Coe

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.

It leads, through the creation of economic instability and
the expectation of future devaluations, to the holding of
substential Latin American assets abroad.

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

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.

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.

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

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

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
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20. From the discussions of inflation in the reviews of countries that
faced these problems, a consensus emerges concerning the major steps required
to prevent inflation where it does not exist and to attack infletion where it

does exist.

2l. Evidently specific measures must be designed in the light of specific
circumstances in each country since each case 1s, in an important sense, unique.
On the other hand, without going into the details of the importance of this
policy in the development 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 ineclude 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
pPressures, 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 inflaticn 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 governrsnt deficits, increased supplies, and income policy).,
the financing agencies 6f the international community should be
prepared to meke a maximum effort in the form of economic assistance.

C. PLANNING

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/T1, 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 refurms required
by the economic and social stiucture 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 issus of proper execution of programs.
We are enterdng 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 PREPARATION AND EXECUTION

25, In addition to problems of agricultural production and marketing,
of inflation and of plinning 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 ti.ey are both technically
and economica..ly sound, are, in themselves, complex and often expensive
exercises. They demand high and well organized skills.

26. vhough the study prepared for CIAP at the Mexico City meeting
indicated that the rate of execulion and projects and disbursements of loaas
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 Tripartite / 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 vergus 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 gensrally 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 reviews and the overesall Secretariat assessment combine
to underline the very great importance of strengthening Latin America's

ability to generate, througl. an expanded level of trade, a higher and more
stable volume of external parchasing 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 Jjoint responsibilities de-
volving upon all developed countries, 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 by ‘developed and developing count: ies 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 offget persistent short falls from reasonable expectations in external
purchasing power so as to avoid dlsruptlons of natlonal programs; and to estab-
lishing a more effective and comprehensive' framéwork of international trade
liberalization and commodity arrangement policies.

29, Latin fmerican countries, simultaneously, should continue their efforts
towards establishing a financial and administrative environment e¢nabling potential
exporters to undertake the special and hazardous tasks of opening new markets
abrcad; their national plans should include special efforts to encourage diver-
qlflcatlon of Latin American exports, and these efforts in turn should be sup-
ported by apprapriate policies and practices on the part of the U.S. and other
industrialized countries; and the potentialities offered by bolh 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 importent U.S. markeis, 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 rore 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 srale. 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 collabo-
rating in the effort to overcome the habitational deficit of the region to
meet in order to achieve a bettsr coordination of their efforts.

52. 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.
IS is suggested, however, that greater efforts should be made to induce
domestvic 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 resources allocated. Insofar as this is done, it will contribute also
to alleviate budgetary and inflationary pressures.

H., THE INTERRELATION OF SELF-HELP AND EXTERNAIL ASSISTANCE

3%« 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
busis was this bro-sd conclusion, to which we shall later refer again: So-
called self-help measures, taken within Latin American nations, are intimately
related to the character and sca.e of external assistance available to them;
and there is an equally close conrection 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. REQUIREMENTS FU. “XTERNAL FINANCING

34, At Séo Paulo CIAP was instructed to prepare annually a report on
TLatin 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 gavs in
ILatin American 7ata 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. Morewwer, 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-~cither for
the first few years or for the whole developiient decade--only in support of
certain sectorial projects where the return bc the economy and the society is
1lik=ly to be long delayed.

%7. 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
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Tabie A

IATIN 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 Disburse- :
on Public Inter- of Public and ments on Additional

Current and , national Total Private Monetary outstand- reguire-

Account Monetary Liquid Capital Sector ing loans ments
Sector Assets

Venezuela 202.0 - 36.0 - 129.0 37.0 - 187.0 - 150.0 ‘110.0 40.0

Mexico - 290.0 . - 167.0 - 8.0 - 525.0 221.0 - 304%.0 161.4 142.6 -
TOTAL - 88.0 - 203.0 - 197.0 - 188.0 34.0 - 4sh .0 271.0 - 182.6
Bolivia - 64.0 - 11.3 - - 75.3 17.5 - 57.8 sh.g 2.9
Colombia - 125.0 - 137.0 - - 262.0 30.0 - 232.0 104.0 128.0
Costa Rica - 36.1 - 11.9 - 1.5 - k4o.s5 14.3 - 35.2 13.4 21.6
Dominican Republic - 43.0 - 2.4 - Lo - 49.4 5.0 - 44 25.3 19.1
Ecuador - 39.2 - 10.7 - 1.8 - ‘51.7 17.4 - 34.3 18.2 16.1
El Salvador - - 13.5 - 5.2 - 6.0 - 24.7 - 2.8 - 27.5 11.9 15.6
Guatenala - 50.6 - 8.0 - k.2 - 6.8 32.1 - 30.7 16.5 14.2
- Honduras - 23.0 - 1.6 - 1.0 - 25.6 5.2 - 20.4 4.6 15.8
Haiti - 6.3 - 2.3 - - 6.6 1.2 - 7.4 1.9 5.5
licaragua - 12.8 - ks - 2.0 - 19.3 £.5 - 13.8 10.0 3.8
Panana - 29.4 - 3.0 - 4.4 - 36.8 14.0 - .22.8 15.4 7.4
Paraguay - 18.6 -~ 2.7. - 2.1 - 234 4.0 - 19.4 1k.1 5.3
Peru - 77.0 - 35.0 - 38.0 - 150.0 10.0 - 140.0 87.0 53.0
Uruguay - 19.5 - L48.1 - - 67.6 4.7 - &.9 22.1 40.8
TOTAL - 556.0 - 283.7 - 65.0 - 906.7 158.1 - 748.6 399.3 349.3
Argentina 37.0 - 505.0 - - 48.0 - 225.08/ - 695.0 200.0 L93.0
Brazil - 290.0 -~ 725.0 - -1 015.0 154.0 - 8€1.0 329.0 532.0
Chile - 179.0 - 182.0 - - 361.0 10.0 - 351.0 110.0 241.0
TOTAL - 432.0 -1 M12.0 -1 844.0 - 61.0 -1 905.0 639.0 1 266.0
TOTAL -1 078.0 -1 898.7 - 262.0 -3 238.7 - 131.1 -3 107.6 1 309.7 1 797.9

a. The net outflow of private capital for Argentina will be accounted for by the repaymernt of short-+erm 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 apprcach 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 ectimates
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
196k increase of about 7 percent derived from the judgment that the 1964
increase in the volume of some exports (which were based on exceptionally good
crops) may not be sustained and that Latin Americen 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
19f1-1963 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 possibility? The answer to
this question, in turn, depends on the answer to three sub-questions.

Tirst, 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 longer run problem posed by the existence of these dis-
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 $5 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 1955 which could supply long-term
funds of the order of $400 million in availabilities in that year. Such
edditional 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.

b4, It is clear from Table A, however, that the critical issue is that
which centers around the immediate and longer-term handling of repaymernts 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.

L5. Of the toal for such vepayments in 1965, about $l.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,
wnich 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
auvtomatically--for example, lines of credit from foreign private banks and
regular suppliers of capital egquipment.

L7, 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
countries,

L8. 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.

k9. 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 be
followed by both borrowers and lenders in order to shift to a more ratiénal
debt structure, are discussed at length in sections VI 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 enviromment 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 cf the amortization burden in 1965 may be covered
in the following ways:

First, it is proper to assume some new renewed or extended linss 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 IMF 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.

5%. 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 individwal 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. 1In 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 environmeut, ar
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 stiil 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 i1n 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;
and 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 financing where the terms of repayment conform
to the character of the project being undertaken and to the boirowing

country's ability to service the .:bt.

60. A considerable proportion of these short-term debts derive from 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 such credits to Latin America will not merely lengthan the
terms of financing to the type of project being finarced, including the
periods of grace related to gestation ou such projects, out als. owiol. s
higher propartion to the long-term development neceds of Latin Americx.

/Y11, A TRANSTTIOHAL
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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 Americen balance sheet of require-
ments and avaeilabilities 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,

Furope, etc.) 400
Increase in international New and extended suppliers
liquid-assets 262 credits, bank lending,
Total 45 259 and swap renewals 600
1ESS 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
3 108 $3 100
b

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 some 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
196k 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
sssessment of Latin American requirements and availabilities?

First, development resources are available or potentially available for
requirements other than those posed by the amortization deficit.

vecond, & transitional program for 1965 to cover the amortization deficit
in the countries meinly concerned, by a mixture of extended and expanded short-
medium- and long-term lending, appears within the bounds of possibility with
a meximum effort by all parties concerned.

Third, such a transitional program for 1965 would leave Latin America with
a debt structure less dependent than in 1964 but still excessively dependent on
short-term financing; and, therefore, we must look within the Alliance for
Progress for substantial expension 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
impossible task. The IDB is in the process of expanding its capital resources;
the IBRD commands & considerable reserve lending capacity, as does the Export-
Import Bank. The United States Government has also indicated that increased
resources minht well be required in the light of recent deve.opments in Latin
America. The level of private 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 them; 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 trrough 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 agein 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 progects are
executed.

70. The scale at which the balance of payments of Latin American countries
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.

7l. 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 mmst 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 between
actions taken within Latin America to expand export earnings and purchasing
capacity and trade policies pursued outside are dramatically linked.

/73, It feollows
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73+ It follows from these interdependencies that no one figure in an
analysis of Latin American reqQuirements 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 Americe 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 TT



Part II

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

I. THE INTER-AMERICAN COMMITTEE 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 meking 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 Allience
for Progress and prospects for 1965." Tuis 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 Hxperts which sum-
merize the results of country reviews carried out by CIAP or which provide
useful analytical statistical date 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.

5. The work accomplished by CIAP in the short time since it was estab-
lished is the bést proof of how well advised the TA-ECOSQC was to ‘decide upon 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 vnavoidable 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
TA-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.
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4. The IA-ECOSOC believes that the process of country revjews.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 reform: 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 ‘countty réviews 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 abuve 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 under-
stood that the Secretariat may present to the IA-ECOSOC,Vas "information 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 TA-ECO50C, 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 indiustrialized
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 desirabil-
ity of inviting industrialized countries to participate in the country enalyses,
with the understanding that such participation does not constitute a financial
commitmernt.

11l. Uie 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 TA-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 woulc 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 bty 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. 1In 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 financirng, particu-
larly with respect to project preparation and implementation; and to matters
relating to regional economic integration.

1% It is also recommended that CIAP 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:

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

/ii. Absorbing



- 26 =

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

iii. Making use of confidential 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 the
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 follouwing
essential points:

a. That it study the problems indicated and propose snd arrange for perti-
nent measures for their solution and make representations in this con-
nection.” In complying with this mandate, the Inter-Ameritan 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 Commission 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

/to the fact
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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 livestuck. 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.

2l. 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
5 percent in 1964, a rate that is appreciably higher than any reached in recent
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.

2k, TImmediate 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.
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A common internal problem that persists in the region is the low
agricultural production and productivity. While some countries
have exverienced 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 agricultural produc-
tion do not permit the establishment of & "trend in‘yields"for the
past‘threevor'four~yéars,'but'an'examinationvofidevelbpmentr6rﬂre-
iform measures:taken inja-majority of:the’ countries:ihdicates that
no greatoprogress has been madej:except in.isolated .cages; in the
technical improvement of agriculturs, 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.

A strategic factor facing the countries of the region in 1965 1is
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.

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.

/111, EXTERNAL
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TIII. EXTERNAL RESOURCES FOR DEVELOPMENT

25. The volume of external public resources for development available
to Latin America has increesed quite rapidly since the establishment of the
Alliance for Progress, and it is hoped that this increase will be accelerated
even more in future years. For these resources to satisfy the quantitative
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 intensify’thein policy of grant- .
ing loans for programs, although continuing to grant credits for
specific projects. This would mean a change in current practices
of some lending agencies and would be in accord with the basic
.objective of granting flexible loans that guarantee a stable
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.

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

d. That the international and governmental credit agencies that
contribute to the financing of the Allignce 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 suggestions as.to the achievement
of this type of financing.

27. These measures, designed to insure optimum utiljization of financial
resources, are just as important as the resources themselves. To avoid unneces-
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. Arapid
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28. 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
opporvunities, economic stability in +he 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 debu 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.

50. 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 accept-~
ing tkhe proposal presented in the CIAP report, the IA-ECOSOC wishes to empnasize the
importance of procuring the largest additional amount possible of new long-term
credit--either in the form of debt refunding or of £inancing for progrems 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 c¢ebts.

51. 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 gocds, 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 pericds of frem 10 to
15 years, such as those now being extended by certain European countries to
cther regions of the world. On the other hand, it is also essential that Latin
American commtries 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 credits.

/IV. PLANNLLG
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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 existence 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 appropriate 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 have 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 cf
economic development have not yet been adequately coordinated with those of
social progress.

3. 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

/their decision
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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 can 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 public 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. 1In 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 terms and should be adequately coordi-
nated with the general goals assigned to the business sector.

/ce At the
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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 rorm to regional development, without
prejudice to maintaining liaison with the several countries at the

same time.

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.

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.

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.

Greater attention should he given to financial programming in both the
public and the private sectors.

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

l. 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 meny problems analyzed, those
which occur most frequently in the planning process are caused by defects in
administrative structure, scarcifly 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.

L. 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

L6. Practically all Latin American countries now apply a general income tax.
Also, it 1s 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.

8. 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 curren“ 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 needsd 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 un 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
corporations that 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.

57. 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

/and political
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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, ete. 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 consid-
erably 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 m-ntioned the
zoning of reform, its integration into nationsal development plans, the intro-
duction of diversity into land-tenure-patterns, payment in bonds for expropriated
property, the establishment of economic farming units, etec.

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 develop-
ment 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 rapldly 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 del Este, 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-ECOSOM 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-
tied 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
tommittee 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
development of the industrial and service sectors. This includes operations
with national industrial credit institutions that receive as a guarantee the
agrarian-reform bonds issued by the governments of countries in the process
of transforming 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. TFor 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 meny 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 communication between them.

68. 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.

7le 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.

4. 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.

/75. For the
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5. TFor 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.

(7. The IA-ECOSOC recommends that the financing agencies within the
Alliance for Progress establish the special machinery contemplated in the
Charter of Punta del Este (Title II, Chapter I.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
& way that at the same time it is seeking to relieve tensions, it awakens
in men 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 institutionn?,
aspects of the change that is at the basis of development. This means that
ell action and measures included in development plans form part, to a greater
or lesser extent, of a social policy and must conform with its objeectives.

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 employ-
ment, manpower training, wages, benefits, and prices, is therefore an indispen-
sable element of social policy. :

80. Although it is generally agreed Bhat 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 vet come about. In addition to the
almost total lack of integration of social programs in development planning,
& general lack of attention is observed to the effects of economic policy on
vages, 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
improvement in the preparation of social projects and programs and the ade-
quate correlation of these with the economic goals of development constitute
one of the most widely felt needs of the countries.

B. EDUCATION
81. The concern with studying and planning manpower is neéw-in the area.

Leck of experience in this field accounts t'or most of the failures of action
taken in the field of education. The need to improve knowledge regarding.

/ manpower and



- 42 -

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. 1In general, the countries of the area have increased their allot-
ments for education. In some cases, this increase has been so siguificant 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 T 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 benefited elementary education.
The shortcomings already observed in manpower 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.

8k. 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 OAS-UNESCO Committee, with a view to ensuring a
harmonious 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 1ife 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 plenning, improvement of health statis-
ties, 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 significent 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 tields 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 reset-
tlement, urbanization, road-building, and other programs, health-service require-
ments 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 iLcchnical
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 considera-~
tion  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.

9. 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 eradica-
tion 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

9l. 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, employe
ment and unemployment, salary and wage structures, etc.

/92. In most
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92. In most cases, policies adopted in the labor ares 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.

o4, 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 in 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 was 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
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use of efficent and productive construction methods and attachment to tradi-
tional building techniques and systems are reflected in a low return on invest-
ment in terms of housing units produced and in high unit cost.

100. 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
Wwith carrying out plans to control factors adversely affecting operations and the
achievement of hoped~for goals. Among other points for consideration, the
TA-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 expro-
priation. 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 mogt
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.

101l. 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 American countries, and to’study a system of reserves and readjustments, or
a 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 participat-
ing 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-American 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.

/VII, NEW



- 46 -

VII. NEW FEATURES OF THE ALLIANCE FOR PROGRESS PROGRAM
FOR INFORMATION AND MOBILIZATION OF PUBLIC OPINTON
.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
Bogotd and in the Charter of Punta del Este must be considered as a contribu-
tion from each country toward fulfillment of the common commitments.

105. 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 & real
role of definite action, based upon a knowledge of the implementation of develop-
ment programs.

105. Thie 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 purpos?s 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 1light of the foregoing, and with g view.to 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.

Obgectives

109. To create a clear awareness voth of the meaning of the country's
own effort as an indispensable element in rapid social and economic develop-
ment, and of the multilateral naturé of. the Alliance.

110., 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 encour-
age 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.

115, In addition, they shall participate in bublicizing specific Programs,
such as those which deal with measures aimed at encouraging integration of
national and regional markets, community development, and educational and co~
operative activities.

Organizations

11%.  In fulfillment of the objectives here set forth, IA-ECOSOC
recommends:

8. 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, IAnECOSOC, after evaluating
the results achieved by the national agency, may appropriate funds
for specific programs.

That the national agency be responsib.e 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 re-
gional organization, giving special atten*ion to programs and active
ities that may be of general interest.

That each country clearly identify, in order of priority, the

Dopulation sectors to be reached through information Programs, and
the most suitable communication media to be used in each case,

/b. At the




b. At the re evel: That the Pan American Union » in 1ts
capacity as Eecretu{at of the Inter-American Economic and
Social Council asid #& . 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

Assigtance Fund.

Muati on

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

RECOMMENDATION

116. That Committee III of this Meeting consider for 1965 the pos-

sibility of asgigning, within the Special Development Assistance Fund, an
additional sum of one hundred twenty thousand dollars ($120 000) as a
contribution to financing activities of the national agencies responsible

for the aforementioned funections.
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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 :su-mitted 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 Couniry Reviews" approved at the
First Meeting. 1In 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 inccrporated in the minutes of each of
the Subcommittees, and should be submitted to the CIAP, which, thus will be in a
position to assume the duties described in points c, d, and e of provisions 3 of
Resolution l-M/65 of the Inter-American Economic and Social (‘wuncil, regarding
the estimate of the over-all requirements of Latin Amecrica 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.l12l.

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.

L. 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 agenciles, carried
out their duties with objectivity, and the estimetes resulting from their work,
while they may in some cases by subject to appreciable margins of error, in general
show oriers 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 re&sum€ 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
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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 Charter 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 procuct, 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 iste, 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
cages--of development in those countries. In addition, Chile, Colombia
Costa Rica, Ecuador, Mexico, Panama, and Faraguay also showed, on the
average, a growth trend approaching the objective of Punta del Lste, 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 cantraction 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 o identify the
factors that caused this reduction.

L. 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. .dvailable indices of production for

[iable 11,1



Table II.1

Percentage variation in GNP
over the previcus year

RATE OF GROWTH OF THE LATIN AMERICAN COUNTRIES

Rate of population'
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SOurées:

Country numbers:

1 - "Cuentas liacion-les de 1la Repiblica Argentina" - series published by the liational Development
Council. Doc. CIAP/140, Table 1. . .

- For 1961: fZstimate of the technical personnel. TFor the other years: Doc, CIAR/lZl,,Thble~1.

Brazilian Zconomic Institute. Fundagdo Getidlio Vargms. Doc. CIAP/142, Table 1,

Fulfillment of national development progrrm, 1961-1970; Planning Office, CORFO. Doc. CIAP/128,

Table 1. .

For 1961 and 1962, Bank of the Republic: '"Cuentss i~cionales 1950-1961" and "Cuentas i ciona~

les 1962." For 1963, preliminary estimate prepared by the IBRD, Doc. CIAF/98, Table 1,

-8, 9, 11 and 13. For 1961, 1962, and 1963 review of natiomal accounts made by the national
planning offices, with the ccoperation of the Joint Programming Mission for Central America.
Projections for 1964, 1965,2nd 1966 are taken from the general guidelines for breparing plans
of the respective Central American countries, drawn up by the aforementioned agencies.

Doc. CIAP/107. Addenda 1, 2y, 3, 4, and 5.
7 - For 1961, General fconomic =2nd Social Development Plan, Book One, Table I1I-1. Tor 1962 and
1963, estimates of the Centrzl Bank end of the Lixtional Economic Flanning Board, Table 1 of
the "Resumen de 12 Zvolucidn de 1a “conomia Teuctoriana, las Metas Frincipales y el Financia-
miento del Plan en 1964-1965," working document nrasented by the techniczl persomnnel of the
Panel of Experts to the ~ubcommittee of the CIAP on Ecuador, _
10 - For 1961, Tripartite iiission. For 1962 and 1963, estimates of the Secretariat of the CIAP,
12 - Bosed on table over-all Supply and Demand 1960-1963 and 1964-1965 Prajection, Technical Group,
Ministry of Finrnce =nd Bank of iiexico. Published in "La Evaluacidn del Plan de acci6n Inmedia-
ta de México," document submitted to the CIAP by the Panel of sxperts, Table IV-4.
14 -~ Information sent by the Statistic:1 and Census Bureau to the technical personnel of the Prnel
of Experts, .
15 — For 1961 and 1962, "Cuentas Facionales del Paraguay," Vol. I, Technical Secretariat for Planning,
For 1963-1966, estim~tes of the Secretariat of the CIAP. Doc. CIAP/115, Appendix B 1.
16 - Public investment program 1954-1965, Hation~1 Planning Institute, Tables II-5, II-6, and II-9,
Doc. CIAE/131, Table II-2. ‘

17 - Urited lations Monthly Bulletin of Statistics, series on metional income deflated by the cost-of- -

living index,

18 - "Cuentas del Froducto y Gasto de la Repiiblica 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 nublished in "Plan de "a lacidn 1965-1966, Tables I-1 and I-9.

N\ £ v
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electric power, cement, and construction for the rest of the countries
of the region indicate an improvement in the zeneral 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 its consistently high investment rates and in considerable
periodi¢ increases in production; since the third quarter of 196> 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 growth in 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 causcd by,
afong 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 plamned 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 ;/ concerning the effects on the economy of the eruption of the
voleano Irazi. This country was one of those that surpassed the minimum
growth goal in 1962 and 1963, but as a result of the effects of the
eruption it is believed that this goal will be difficmlt to reach this
year, Consequently, the CIAP Subcommittee on Costa «ica "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 imerican

countries,"

1. OEA/Ser.M/XIII, CIAP/101.

/ 9. The
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9. The Subcommittee on Panama recognized "the financial emergency
situation this country is in [;hose origin is to be found in the events
of Januarx7 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 republic 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 ctate in search of new
models of natioral organization that wiil permit it to at least recover its
previous growth rates."

2, Capital Formation and Public Investment

l. 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 II,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-
ment in the public sector, and therefore capital formation increased more
rapidly in countries where the relative contiibution of the public sector
was larger--Chile and liexico. In other countries, such as il salvador,
Honduras, Nicaragua and Peru, although investment in the public sector
increased at rates even higher than in Chile and liexico, 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 I1.3, 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. 1In
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 nublic
sectore 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 econoy..

/Table II,2
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able II.2

COEFFICIENT OF GROSS CAPITAL FORMATION 1/

Argeritina
Bolivia

Dominican Republic

Uruguay

Venezuela

1951 1962
23.4 233

9.9 12.3
13. 4 12.9
21.0 22.0
14.2 15.7
14.9 4.4
11.3 10.3
10.7 12.9
11.8 14.1
14.3 14.2
13.6 14.4
18.6 16.4
16.9 15.8
20.6 22.5
15.4 cos
17.2 21.0

Estimated
1963 19
20.8 ceo
21.4 17.9
12, 5 14.3
20.0 ose
16. 4 18.5
16.0. 15.7
1.9  13.5
12.6 12.9
1k.1 14.6
14.9 15-5
13.3 13.4
16.3 16.6
15:6 19.8
22.6 25.1
6. ..

Pro jected
lzs IE

20.0
15.3
19.4
17.7
4.8
14.5
17.5
15.5
4.4
16.7
19.8
27-5

20.0
15.5
19.6
18.2
15.0
15.1
18.2
15.6
14.6
16.8
19.8
28.0

1. Percentage of Gruss Internal Budget represented by Gross Capital Formation.
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Table II.2 (cont.)
Sources:
Country numbers:

1

12

14

15

16
19

O\ £\

"Cuentas Macionales de la Repiblica Argentina" published by CONADE in "The Review of the
River Plate," April 30, 1964,

Information and projections of the "Biennial Plan for Economic znd Social Development,"

Economic Action Program of the Revolutionary Government 1964-1966.

Fulfillment of Wational Zconomic Development Progr=m 1961-1970., Planning Toird, CORFO.

-Figures prepared on the basis of series from the Bank of the Republic,

8, 9, 11 and 13. For 1961, 1962, and 1963, "Revisién of liational Accounts" made by the
national planning offices with the cooperation of the Joint Programming liission for
Central Americz. The projections for 1964, 1965, and 1966 are taken from tne "General
Guidelines' for preparing the plans of the respective Centrzl Americun countries, drawn
up by the aforementioned organizations. Doc. CIAP/lO?, Addenda. 1, 2, 3, 4, ana 5.

For 1961, General Economic and Social Development Plan, Book One, Table II-1, TFor 1962
and 1963, Appendices to the Annual Report of the General Manager of the Central Bank of
Ecuador, 1963, Tables %, 5, and 9.

The data refer to Gross Domestic Fixed Capital Formation. For 1961-1965: figures from
up-to-date programs of the Government of iexico (Table II-11 of June 10, 1964). For 1966,
the percentage increase foreseen in the report of the Government of lMexico to the CIAP
(Doc. CIAP/87) was applied to the gross domestic fixed capital formation. To use the
CiiP as a basis for estimating the coefficient, it was increased from 1965 to 1966 at an
estimated rate of 5 percent.

For 19€1 and 1962, series from the Statistics .nd Census Bureau. For 1963-1966, projec-
tions contained in the evaluation of the economic and social development program of P:nama.
Document presented by the Fanel of Zxperts to the CIAP, Table 1. ‘

For 1961 and 1962, "Cuentas Ilacionales del Paraguay" Vol, I, Technical Secretariat for
Planning, For 1963-1966, estimates of the Secretariat of the CIAP, Doc. CIAP/115,
Appendix B 1.

Public Investment Program 1964-1965, Vol. I, Table III-2.

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

..6_(_;..



Table II.3

PUBLIC INVESTMENT AS A PERCENTAGE
OF GROSS CAPITAL FORMATION

Estimated __ Projected
1961 1962 1963 ﬁljzir"_ 'iﬁﬂ_;?ég

1. Argentina 22-2 cee ece ese see ece
2. Bolivia 56.2 56.1 34.8 Lh b coe
3, Brazil cee coe eoe coe cen oo
h, Chile h8.8 58.0 61.5 60.1 ces ese
Se Colombia cee 23.7 14.9 22.8 coe coe
6. Costa Rica 32.0 23.1 19.2 29.6 33.4 33.5
7. Ecuador 43.2 coe cee - b3 8 48.0 45.0
8. El1 Salvador 28.5 23.8 31.2 32.3 32.0 35.8
9. Guatemala 20.0 20.7 21.8 23.5 31.0 33.8
10. Hait: 38.3 cee coo coe
11. Honduras 20.1 26.5 33.4 32.2 b2.1 43.8
12. Mexico 42.9 k.9 48.1 47.9 45.5 4.7
13, Nicaragua : 26.8 27.6 31.5 31.7 37.0 38.4
14, Panama 22.7 26-1 28.6 29-8 31.6 33-5
15. Paraguay 19.3 16.0 19.3 . eee coe cee
16. Peru 13.7 18.7 2.8 26.7 32.6 34.3
17. Dominican Republic ece eoo ece eoe ece ece
18. Uruguay 15.1 coe cos coe oo coe
19, Venegzuela k0.6 38.1 38.5 coe cee coe

(*3u0p) ¢°II o1qel/
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Table II.3 (Cont.)
Sources: Evaluation reports znd working documents,
Country numbers: : :
1 - "Cuentas Nacionales de la Repiblica Argentina," published by CONADE in "The 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
originel 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 1553, Revision of lational Accounts, made by national
planning offices, with the cooperation of the Joint Programming Mission for Central Americe.

Projections for 1964, 1965, and 1966 are taken from the "General Guidelines" for preparing

plans of the respective Central American countries, drawn up by the aforementioned organiza-

tions. Doc. CIAP/107, Addenda 1, 2, 3, 4, and 5.

7 - For 1961, General Economic and 3ocial Development Plan, Book One, Table II-26. For 1964,
1965, and 1966, iational Planning Board. _

10 - Doc. CIAP/132,

12 - Report of the Government of Mexico to the CIAP (Doc. CIAP/87) Tables 1 and 10,

15 - For 1961 and 1962, series from the Statistics and Census Bureau, For 1963-1966, projections

contained in the evaluation of the Economic and Social Development Program of Pan: ma.
15 -~ liinistry of Finance of Faraguay. Doc. CIAP/115, Appendices B1, C2, C3, and C4,
-16 - Public investment program 1964-1965, Vol, I, Table III-2,

19 - For 1961, Report of the Central Bank, p. 556. TFor 1962, 1959—1962Aaverage, according to the
Evaluation of the liational Flan., For 1963, rate planned for period 1963-1966, according to the

.*]/

same evaluation report.
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by Nevertheless, the use of public investment as a dynamic factor in
development is threatened by a perceptible weakening trend, attributable
to the various causes that are braking the expansion of saving in the public
sector. The Subcommittees noticed this phenomenon generally, and their
conclusions in this respect appear in another section of this document,

5+ It was difficult for the Subcommittees to draw definitive conclu-
sions about the changes in the composition of public investment. The
period under study is too short, and great differences exist between the
countries, 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, The
social sectors, that is, housing, and public health customarily receive
between 20 and 30 percent of the public resources available for capitaliza-
tion. Though comparisons are inappropriate--since the weight given to
social programs in public-scctor expenditures depends on rany factors,
~ among them the degree of development and the social structure--mention may
well be made of the cases of @ Salvador and Panama, where the proportion
is higher, 40 percent or more, and those of Argentina, Bolivia, Paraguay,
and the Dominican «epublic, where the percentage is less than 12 percent.
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3: Some_Critical Fproblems of Lutin American Development

1. The meetings of the Subcommittees threw into reljef certain
problems that, almost generally and despite the progress achieved, are
still sources of concern of hazards to the development of the lLatin
American economies. The main ones can be summed up as follows: a) fluec-
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 agricul tural
policy; and f) defects in the preparation of proj~cts,

a. Exports

2e 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 2
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 incressing and diversifying production designed solely for the
national market,

3¢ In Table II.4 the trends of recent ycars in the totzal value of
the countries! experts and zlso those rrojected for th: next two years
may bce nbserved. The analytical validity of the table is affected by the
year that has been taken as a base, but in eny 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, ond 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 valuc 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 tiiz increase
in the value of exports per capito is small. It is sigrnificant thet 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 c¢xports for those
.yearss To be sure, in some of the countries the reduction in import
capacity caused by declining or stagnant exchange inceme from exports, has
also contributedy tc a considerable cxtent, towarad augmenting; inflationary



'sa.mssa.xd/

LATIN AMERICA - F,0.B,VALUE OF EXPORTS OF GOODS, ACTUAL F

Table II.h

IGURES 1960-1963, ESTIMATES 1964,

AiD PROJECTIONS FOR 1965 AND 1966 a/
(Indices, 1960 = 100)

1960 1961 1g62 1963 1964 1965 . 1966

Argentina 1000 89.3 12,7 126.5 137.1 126.0 130.5
Bolivia 100.0 110.1 114.0  132.2  15k.4  176.) 186.2
Brazil 100.0 110.6 95.6 110.8 114.2 122.0 126.0
Colombia 100.0 96.4 99.4 97.4 115.2 121.2 127.1
Costa Rica 100.0  98.2 108.1 111.3 1249 113.1  129.6
Chile 100.0 92,5 100.9 112.8 115.5 117.1 124.8
Ecuador 100.0 89,2 96.6 108.5 120.9 128.1  134.5
El Salvador 100,0 102.1 118.9 131.7 145 159.2  166.8
Guatemala 100.0 98,0 97.2  127.7 153.2 151.k  159.2
Haita 100.0  85.0 105.8 113.1 108.9 110.5 125.5
Honduras 100,06 15.1 128.1 129.5 132.8 136.3  146.0
Mexico 100.0 107.5  120.0 1250 130.5 136.3  139.1
Nicaragua 100.0 109.4 1415 167.0 202.2 222.2  231.0
Panam b/ 1000 107.3  153.0 1811  210.9 216.0. 221.9
Paraguay 100,0 119.3 109.8 107.3 120.1 125.3 136.1
Peru 100.0° 114.8 125.1 1249 141.0 152.7  161.7
Dominican Republic 100.0 88.2 107.9 110.7 108.0 106.7 110,5
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  136.2

Venezuela 100.0 102.5 105.2 106.5 110,9  115.%  120.0
Total 100.0 102.3  107.6 1149  122.7 126.2  131.3

a. See notes to Taules II.14 and I1.15,

b, The significant increase in exzorts observed in Pananma beginning in 1962 is

Tatle II.16.

Saurce:

due primarily
to increases under two neaiings of petroleum derivatives, since the refirery installed in
that country tes-n operations.

-1-(9-
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pressures. As will be seen in the following paragraphs, thic behavior of
export values has been determined in large part by variations in the price
levels of basic products (see Tables II.5 and II.6).

b, #As can also be observed in Table II.4, the valuc of exports during
1963, ond 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 II.5 and II.6).
For 1965 and 1966 a moderate incrcase in the value of exports has been
projected, on the supposition that a relatively steble level of prices will
be maintained.

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

a. The data in Table II.5, already cited, indicated that between 1958
and 1962 the physical volume of Latin ..mericen exports increased by 27 per-
cent, while the purchasing power of these cxports increased by only 13 per-
ceat; in 1963, the increase in volume exported was L percent and its pur-
_;hasing power rcse 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 recent years can augment or diminish
the region's needs for externzl financing by amounts similar to thesee

b, /bout 70 percent of the total exports of the Latin /merican countries
during the period 1960-63 was made up by foreign sales of only nine products,
as can be seen in Table II.7. /. variation of merely 1 percent in the value
of exports of these 9 products would represent more than $60 000 000 a year,

ce In Table II.8 may be scen the percentage represented by each
country's chief export product in the total valuc of its exports. Averaging
the years 1960-63, in 12 of the 19 countries of the region a single product
represented more than 50 percent of the valuc of total exports. In Table
I1.6 are shown the price trends of these chief products durin. recent years,
including those in effect in mid-1964, On many occosions the Subccommittees
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 region.

6. In addition, the sub~rommittecs repestedly poianted out the importance
of diversifying expcrts as a means of lessening dependonce on the market for
a single product, and to evoid the impact of its fluctuations, which are found
in most Latin .merican cconomies. Naturally, this should not tring about a
lack of attention to traditional exports. In various cases, that of Mexico
in particular, the subcommittees pointed cut the »rorress achieved in

/Tablc 11,5
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Table II.5

VALUE, VOLUME, AND UNIT VALUES OF FOREIGN TRADE, 1960~63

1960 1961 1962 1963
Value Millions of ourrent dollars
Exports ? 972 8 167 8 600 9 196
Isports 7 483 ? 730 7 769 7 477 af
Volume (Indices, 1958 « 100)
Exports 112 117 127 132
Imports 99 102 103 98
Unit Value (Indices, 1958 = 100)
Exports 95 93 91 94
Imports 101 102 102 102
(Indices, 1958 = 100)
Terns of Trade 94 91 89 92

as The totsl figure for 1963 imports of 7 594 million dollars that appears in
Table & of Seotion IV has been adjusted in the amount of 117 million dollars,
which amount corresponds to the ovarestimation ocontained in the official
statistics of Chilean imports for that yeer,

Sources Values
Volumes

Unit Veluess
AprIl 1965
products,

¥inutes and working documents of the Subcommittees of the CIAP,
Value divided by tho unit values,

Exports, United Nations, WNonthly Bulletin of Statistios,

Imports, Index of prices of world exports of manufactured

/Table II.6
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Table II1.6

INDICES OF PRICES OF BASIC EXPORT PRODUCTS

(1958 « 100)
Product Base country Unit Indices
1960 1961 1962 1963 1964/
Petroleus Venezuela 2/ Barrel 91,8 91,8 91,8 91,8 91,8
Coffee Brasil 100 lb'. 79." 7806 7345 71,8 (XY}
Colombia 100 1bs, 85,8 83,3 779 756 9209

Cotton loxioo 100 lbs, 92,8 93,2 89,9 91,7 91,0
Copper United States 2/ 'loollbs. 123,8 115, 4 118,1 118,1 121,9
Meat A4 Argentina 1 000 Tons. 110,2 109,6 88,1 94,0 107,7
Sugar Dom, Republioc 100 1bs, 96.1 96.1 132,h 173.7 5/ 123,7 5/
Wool Uruguay 100 lbs, 118,5 11043 119,2 133,1 161,7
Banana United States 3 100 1bs, 87.6 85,0 83,1 77.1 84,3
Tin United States 2/ 100 1lbs, 106,6 119,1 120,5 122,8 163,5
Quebracho Paraguay 100 1lbs, 82,2 68,1 73.8 77.2 26,4

l, Percentages based on prices in June 1964 (provisional estimates)

2, List prices

3, Prioce of imports

ke Price average for all types of exported meat, taken from Doo, CIAP/140, Table 15, p, 105

5. Provisional estimate

Sourcet IMP, International Financial Statistics.,

/Table I1,?



- 68 -

Table I1.7

RELATION BETWEEN UilE VALUES OF NINE EXPORTS PRODUCTS AND THE VALUE OF
TOTAL LATIN AMERICAN EXPORTS (IN PERCENTAGES OF THE TOTAL)

1960 1961 1962 1963 Average

1960-63

Petroleus 28,52 29.3% 28,5% 27.2% 28,43
Coffee 18,2 17,0 15,9 15,6 16,7
Cotton kel 5.0 6e1 v 547 52
Copper 5¢3 5.0 540 4,9 5.1
Neat 3,6 3.8 L0 4,8 b1
Sugar 342 3.5 3.0 307 3.4
Yool 2.7 3.1 246 247 2.8
Iron 2.9 2.5 243 2,0 2,4
Banenas 244 —2e3 2,1 2,2 2,2
Total 9 products 71.1 7145 69.5 68,8 70,3

Notes In estimating these percentages asccount has not been taken of the exports of these
producots by those countries where their importance is relatively snall,

Sourcess MNinutes end working doouments of the Suboommittees of the CIAP, International
Financial Statistics,.

/Table I1.8
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Table 11,8

RELATION BETWEEN THt VALUYX OF EXPORTS OF ‘Pilis PiIhGIEFAL EXPULD RODUCT
OF EACH COUITRY AND Tiu VALUE OF TOTAL kX GHIS
(IN PERCENTAGES OF THE TOTAL)

Averagpe
1960 1961 1962 1963 19@0—1963

Argentina carne 20,3%  22.,5% 18.8%  2u4.5%  21.6%
Bolivia estafio 78.7 83.9 87.1 7947 82.4
Brazil caté 56,0 50.5 52.9 52.8 53,0
Colombia café 67.0 66,7 69.5 . 65.4 7.1
Costa Rics café 53.2 51,2 51,6 47.5 0.8
Chile cobre 62.8 63.6 64.7 62.7 63.5
Ecuador bansno 53.9 6.1 59,7 62,6 £0.0
El Salvador café 79.0 60.9 54,8 48,8 59,2
Guatemala Café 65.6 62.8 62.4 53.0 6005
Haitd café ky,6 40,1 52.1 37.1 Ly, 5
Honduras banano ki, 2 58.2 45,7 40,9 by,
México algodén 20,1 18.9 23.1 19,5 20.5
Nicaragua algoddn 23,0 26.2 34, 373 31.5
Panama 1/ banano 60,3 62.0 Lz,5 43,0 5262
Paraguay carne 19.3 19,6 22.3 26.8 21,9
Peru 2/ cobre 21,3 20.5 16.5 6.0 18.4
Dominican Republic agicar 55.9 48,2 57.1 5769 55.1
Uruguay lana 51.6 62-9 53-2 5105 550 1
Venezuela petréleo 90,9 92.8 93.5 Q3,6 92,7

1, Excludes exports of goods to the Canal Zone.

2. In 1963 the principal export product of Peru was fish meal (23,7 percent
of the total) and the second-ranking was cotton (17,% percent). The
average participation of these products in the total value »f exports
during 1960-63 was 14.2 percent for the fish meal and 16.9 percent for
cotton,

Source: Minutes and Working Documents of the Subcommittees of the ClLAP,
Internaticnal Financial Statistics.

Jdiversification =
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diversification as a result of government policies :imed atl stimulating
new exports, but they stoted that in most countrics of the region the
effort mode has not been properly coordinotcd 2na has not given the results
required.

7. Farticipents in the meetings of the subcommittees said cn various
occasions that the achievement of a rate of :irowth of exports consistent
with the development requirements of the region, depends, to a great ex-
tent, on the progress made in Latin simerican economic integration. In
this regard, it was recognized that satisfactory progrees in this direction
had been achieved by the Central ,merican countri.s and it was indicated
that it was important for the other countries of the region to sccelerate
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 @n accelerated development of the regional economy: a. the relstively
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 will be reached; c. the slowness of the nrocess of diversifica-
tion of exports, varticularly in regard to manufactured nroducts; d. the
slowness that is a2lso observed, except in Central .merica, in Latin .merican
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.F recognized thut external indebted-
ness constitutes one of the most serious financial problems confronting
the region ond gave special attention to the fact thet the terms under
which the debt was contracted have been, in many cases, inadequate for the
long-term development requirements of the Latin american ccuntries, and  hat
in a large number of the countries it has made the balance-of-payments
problems more acute, both in recent years cnd for the immediate futurc.

10. The dates of maturity of the  externzl debt durin:, the next two
years represent zn excessively high proportion of the anticipated foreign
exchange receipts from experts. This situation is particularly serious in
the .cases of Brazil, Chile, Colombia, ..rgentine, 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 st short-
term by the monetaery 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 assumed by the public and monetary
sectors.

/11, Table II.O
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11, Table II.y sbwows the prouortion of the velue of merchandise
exports thot, during the past three years, has becn represented by amor-
tization payments by the public ond monestary sectors, as well as the
rclation existing between the maturities of debts of thosc zoctors and
the exports projected for 1964, 1965 and 1966. It should be pointed out
that the projections are not dlrectly comparable to the historical data
for the followin, reasons:

a. In mcst cases, the statistics available for recent years show
only the obligetions paid oand not those with extended maturity dates, vwhile
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 certein debts,

Also because of statistical cla551ficatlon dlfflcultles. 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 amortizstions corresponding to the public and monetary sectors.

12, The subcommittees pointed out the need for rearranging the ex-
ternel 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 recom.ended 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 aegencies
were requested to give special consideration to the special needs created
by short-term indebtedness,

1%, Because of the definitions used by many countries in recording
remittances abroad in their balance of p.;ments, it has not been possible
to determine the proportion of foreign exchange receivots represented by
the total service of official external debt, including amortization and
inlerest payments. Solely as 2 provisional estimote, 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,

Co Public savings

14, The subcommittees observed that 21l the Lotin ..merican countries
have been makin various kinds of efforts, since the signing of the
Charter of Punta del Lste, to increase savings by the public sector as a
means of increasing investment capacity and, finally, improving the
utilization of the available external resources. As coan b: seen in

/Table II.9
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- Table II.9

LATIN AMERICA: AMORTIZATION BY THE PUBLIC AND MONETARY SECTORS AS A PERCINTAGE OF
EXPORTS OF GOODS F.0.B., ACTUAL FIGURES, 1961-1963, ESTIMATES 1964,
AND PROJECTIOKS FOR 1965 AED 1966 a/

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

1961 1962 1963 1964 1965 1966

BraZil 24.1 23.2 esce 46.5 %07 20.2
Colombia 6.9 5.6 6.8 10.4 22.8 18.2
Costa Rica 19.1 11".9 6.8 11.9 12.1 8.3
Glil. 7.0 8.5 6.9 18.5 32.3 41.0
Ecuador 4.9 5.8 3.8 10.1 5.6 5.5
El Salvadar 3e3 3.4 1.8 23 2.7 2.8
Guatemala ‘ 3.1 10.6 5.0 3.6 4.6 lf.6
Haiti 0.6 0.2 0.2 0.1 S.4 3.9
Honduras 6.6 2.6 1.7 1.8 1.8 2.0
Mexico 21.8 28.4 22.8 21.2 15,5 16.0
Niearagua 3.8 4,5 ol 3k 3.1 361
Panama 2.5 2.8 3.3 3." ‘506 4.7
Paraguay 5.6 L9 6.8 8.1 5.8 4,5
Peru 6.6 6.9 6-"’ 507 501 509
Dominican Republic 0.1 2.1 s 21.3 1.k 2.5
Uruguay 6.4 3.1 2.4 23.5 23.4 15.1
Subtotals 14.6 4.4 cee 22.7 - 25.4 17.6
Venezuela 10.7 6.6 S.l 2.3 1.3 1.3
Totals 13.5 12,2 cee 17.2 18.8 13.1

2. See notes to Tables Ii.1l4, II.15, =nd Ii.23.

e nistoric figures for emortizations refer to nayments actually made and do not include debdbts
deferred at their maturity. Projections include all due dates of official obligations,
~ithout takinpg into account the possibility of their deferral.

Z-arces: Tables 11,16 and I1.23.
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Table I1.10, the great majority of the countries heve achieved, since 1961,
an appreciable and in some cases notable increese in punlic savings. This
is undoubtedly one cf the most revealing indices of the large demestic
effort the Latin .merican countries are making in the .lliance for frogre:zs,
Nevertheless, it can be concluded from the examinations by country that
saving by the public sector still constitutes one of tliec critical fields
in vhich domestic effort is most necessary. In fact, there are various
countries in which tht rate of public saving continues to be negative, @2nd
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 ra)id increase in
expenditures; c¢) rizidity of the rates of public service enterprises;

d) inadequate structure of the social security systcm; and e) inflotionary
pressures. '

+5. The current revenues of fiteen Latin American countries have r'oon
substantially, especially notable on the cases of the Dominican Republic, 1
Salvador, Nicaragua, Mexico, and Peru, which have had increases of more *than 0
percent from 1961 to 1963. However, those of Argentina, Psraguay, and Urugui)
have shown reductions in real terms, while those of Colombia remained stationr:

16, The subcommittces, after recognizing the great efforts rnade,
stated that, with respect to points a. and b. of parsgraph 14 above, in
most cases, the meintenance of the rising level of tax revenucs, l/
accompanied in some cases by greater control or in others by & 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 tne rigidity of the rat=s of certain
public service enterprises have resulted, in some cases, as in .rgentina,
Brazil, and Colombia, in these enterprises, encountering cansiderable
operating difficulties, which make them uneble to finance their expansion
and modernization witih 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,
censtitutes a dreining off of resources that otherwise could znd should
be devoted to the development of the national economy. For some countries
that drain reeches such a magnitude that it is the cause of the fisceal
deficit and the principal origin of inflationary financing. The sub-
comnittee attributed special importance to the introducticn of a rate
policy that would gradually lead to a solution of this problem. In this

1, A fuller discussion of this point is found in the Section below
on "fiscal reform,"

/Teble II.10
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Table I11.10

TRENDS OF PUBLIC SAVING 1/2f

SERIES OF ABSOLUTE FIGURES

mpICceS 3/

{¥i1lions of units of national currency

at constant prices®)

(Pirst yoar of the series equals 100)

1961 1962 1963 %‘g&.}' 1%;““1;26 1961 1962 1963 1964 1965 1965
i. argentina 2/  {1960) 29500.0 4400.0 14600.0 -1900.0 oo eee  100,0  1h,7 A8.8 _106.h cee
2. Bolivis 1}/3/  (1961) =197,3 <127,0 <9h.7 +24.0 aos ses =100,0 ~6h.b 48,0 ,112.4 coe cee
3. Brazil 2/3/ (1960) =29600,0 -59700.0 -45760.0 see eee =100,0 =201,7 ~15h.b
A, Chiie 2/ (1961) 83.4 52,4  105.8 150.1 oo see 100,0 62,8 126.9 189,0
S. Colompia 2/ (1961) Ms.8  192.3 638,7 68A.3 ces sese  100.,0 45,9 152.5 163.4 coe
6. Costa Rica 1/ (1962) 83.8  102.1  106.6 15h.8 177,48 179,2 100,0 121.8 127,2 184,7 211,7 213.8
7. Eocuador 1/ (1964) 319.1  402.6 n.d. 377,8  517,1 662,6 100,0 126,2 n.d. 118,64 162.0 207.6
8. E1 Salvador 1/ (1962) 17,0 30.9 b2.8 60,2 76,2 88,6 100.0 181,8 251,8 3sh.1 sk3,2 521,2
9. Gustemala 1/  (1962) n.d. 16,0 23.0 ned. 31,3  40.0 n.d, 100,0 143,7 n.d. 195.6 250,0
10, Haiti 1/2/(Current gourdes) -6,2 -2.5 1.8  =0.3 ses ses =100,0 k0.3 -29.0 4.8 ose ces
11, Honduras 1/ (1962) 11.6 9.8 16.2 23,3 30,5 34,9 100,0  8h.5 139.7 200.9 262.9 300.9
32, Mexico 1/ (1963) 7094,0 7365,0 8324,0 8890.0 9572.0 cee 103,83 117,3 125.4 1349
13, Kiceragua 1/  {1958) 3567 93.4  129.1 150.1 1717 195.1 100.0 167.7 231.8 269.5 308.3 345.7
14, Pansma 2/(Current balboas) 0.5 2.8 A2 6.0 8 12,3 19,6 100.0 311,1 466,7 666,7 1366,7 2155.5
15, Persgusy 1/(Current guaranis)1516.C 1631.0 1009,0 voe eee ees 100,0 107,6 66,6 oes ene ire
1€, Peru 1/ 1960) 2123.0 24k5,0 27M,0 3008.0 A259,0 4765.0 100.0 114.8 125.7 1A,1 200.0 224.0
17. Uruguay 2/3/  (1961) 38.0 -688,0 ~333.0 coe vee esn  100.0 ~1310.5 <976.3
18, Venesuelsl/(Bolivares ctes,)  n.d, 2283,9 2545.1 2667.04/ ... ooc n.d. 100.,0 1l1ll.4 116.8
* 1In prices of the year indicated in parenthasis after 1. Savings of the ruolic Sector.
country name. 2. Savings of the Centi‘al Government.

2. Tne minus signs indicate that the series contain deficits,

4, Operational plan.

5« Projected in the evaluation.

-1.([‘_
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Table I1.10 (cont,)

Sources:

Country numbers:

1,

2.

e
10,
12,

1“.
15,
16.
17.

18.

@®

Doc, CIAP/140, Tables 6 and 8,

for "Total Expenditures®™, Table 6,

Doc, CIAP/121, Tatle 6,

Ministry of Planning,
Bureau of the Budget,

of imported and national products from Internatio

Deflation of current ex

The deflation was made by using the count
in International Financial Statistics for 1958 to 1961,

Brazil., Doc., CIAP/1k42, Tables 9 and 10,

Doc, CIAP/128, Table 17, The deflation was done by using the wholesale price indices.
nal Financial Statistics for 1953 to 1961,

Administrative Department for Planning and Tecnnical Services, May 1964, Dog. CIAP/98, Table 11, The

deflation was made by using the series of
International Financiel Statistics

» 9 11, and 13, For 1961, 1962, and 1362,
planning offices and the budget bureaus, in

respective Central American countries, drawn up by the aforementioned organizations, Doc. CIAP/107?,
Addenda 1, 2, 3, 4, and 5,

Genersl Economic and Social Development Plan.

Doc. CIAP/132, p, 17,

ry's cost of living index series contained

wholesale price indices of imported and national products froa
for 1958 to 1961,
Revisions of ths Genaral Government Accounts made by the national

cooperation with the Joint Programming Hission for Central
America. Projections for 1964, 1965, and 1966 are taken from general guidelines for preparing plans of the

Based on the projection of actusl expenditures of the federsal 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 Hexice,™ document presentéd.by the Panel of Experts to the CIAP,

Tables VI-6, VI-8, and VI-9,
“"Evaluation of the National Economic and Social Development Plan of Panam&.” Table B-S,
Doc. CIAP/115, Appendices C 2, C 3, and C &4,

Ministry of Finance,

National Institute of Planning,
Official estimates and estimates of the Secretariat of the CIAP, Doc, CIAP/126/, page 33, The deflation was

Program of the Public Sector.

made using the cost-of-living index contained in International Financial Statistics,
Report of the Ministry of Finance, National Plan,
of the President of the Republic to the National Congress, May 1964, Report of the Central Bsnk 1962,

Presidental Message.

Doc, CIAP/102, Table 10,

Public Financ¢es, Operationsl Plan 1964, Special message

vl

penditures was done by using the implicit price deflator

1
~3
\n

]
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Table IT.1l1

CURRENT INCOME AND 1ITS TREND &/2’

1.
2.
3.
b,
Se.
6.
.
8.
9.
10.
11.
12,
13,
14,
15.
16.
17,
18,
19,

SERIES OF ABSOLUTE FIGURES INDICES
(Millons of units of national currency
at constant prices®) (Pirst year of the series equals 100)
Budget Projection

1961 1962 1963 ’f% 19h6 1961 1962 1963 1964 1965 1965
Argentina 2/ (1960) 117300.0 91600.0 91900.0 82500.0 100.0  78.1 78.3 70.3
Bolivia 1/ (1961) 1367.9 1360.5 1h14.6 1464.0 coo ees  100,0  99.5 103.4 107.0
Brazil 2/ (1960) 222400.0 236400.0 253800,0 oen eoe coe 100.0 1:06.3 114.1 voe ces
Chile 2/ (1961) 796.1 886.6 815.8 873.8 coe coe 100,0 111.4 102.5 109.8 cos
Colombia 2/ (1961) 2199.4 2090.7 2496,3 227h.8 100.0  95.1 113.5 103.4
Costa Rica 1/ (1962) 513.0  580.7  589.3  663,3 698.1  733,2 100.0 112.8 114, 128.8 135.6  1k2.4
Ecuador 1/ (1964) 2678.6  2748.7 n.d, 3332,5 3649.0 3981,7 100.0 102.6 n.d. 12k.4 136.2  148,6
El Salvador 1/ (1962) 174.9 194,9 212.8 229.7 263.0  288.5 100.0 111.5 121.7 131.3 150.4 164.9
Guatemala 1/ (1962) n.d. 102.0 115.0 n.d. 131.0 144.0 n.d., 100.0 112,7 n.d. 128.& 181,2
Haiti ) (Current dollars 29.h 36.1 35.1 36.5 soe 100.0 122.8 119.k 124,1 .
Honduras 1/ (1962) 86.0 87.2 es.8 104,2 114,7 125,5 100.0 1014 103.3 121.2 133.4 145,.9
Nexico 2/(current pesos) 12278,0 13629.0 15508.0  17353.0 19134.0 cee 100.0 111.0 126.3 141,3 155.8 cee
Nioarsgua 1/ (1958) 302.7  357.2  369.9  434.2  479.1  521.7 100.0 118,0 122.2 143.4 158.3  172.3
Panasa 2/(current balboas) 62.9 67.6 73,7 79.9 89.2 101.0 100.0 107.5 117,2 127.0 1k1.8 160.6
Paragusy Y (current guaranis) 7357.0 7543.0 6318.0 eee  100.0 102.5 85.9 ...
Peru 1/ © (1960) 11094.0 12905.0 14109.0 16750.0 18657.0 1996k.0 100,0 116,3 127,2 151.0 168,2 180.0
Dominican Rep. 2/ (1962) 128,7  151.0 162,3  181.9 100.0 117.3° 126.1 141,3
Uruguey 2/ (1961) 2280.0 2013,5 2062.8 100.0 88.3 90.5
Venezuela 2/(bolivares ctes.) n.d. 5910.3 6593.7 6821.0 3 ... coe n.d., 100.0 111,6 115.4 cee coe

1.
2,
S

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

Public cector
Coveranzaent sector
Operational plan

-9L-
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Tahle II,11 (Cont.)

Sources:
.

Country numbers:

l.
24

e
10,
12,

14,
15,
16,
17.

18.

19,

Doo. CIAP/140, Table 8,

Doc, CIAP/121, Table 6, The deflation was made using the cost-of-living indices contaimed in
International Financial Statistics,

Ministry of Planning, Brezil, Doc, CIAP/142, Teble 10,

Bureau of Budgets, Doc. CIAP/128, Table 17, The deflation was made using the series of wholesale

price indices for imported and national products from International Pinancial Statistics,

Adninistrative Department of Planning and Technical Services, May 1964, Doc, CIAP/98, Table 11,

The deflation was made using the serier of wholesale price indices for imported and national products

from Internatioral Pinancisl Statisticse
8y 99 ily and 13, Por 1961, 1962, and 1963, Revision of the accounts of the general government made

by the national planning nffices end the budget bureaus, in cooperation with the Joint Prograaming

Migsion for Central America., The projections for 1964, 1965, and 1966 are taken from the gsneral
guidelines for preparing pizns of the respective Central American countries, drawn up by the afore—
mentioned orgsnizations. Doc, CIAP/10?7, Addenda 1, 2, 3, 4, and 5,

General Econcmic and Social Development Plan,

Doc, CIAP/132, p, 17,

Based on expected tax revenue of the federal government in 1963~1965, Ministry of Pinance group and

Benk of Mexico. "Evalustion of the Immediate Action Plan of Mexico," document presented by the Panel

of Experts to the CIAP, Tables VI-8, and VI-Q,

"Evsl.aticn of the National Economic and Social Developzent Prograr of Panaza,” Table B=k. 1
Ministry of Finance, Dco. CIAP/115, Appendices C2, C3, and c4,
Progree cf 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 estibates and estimates of the Secretariat of the CIAP, Doc. CIAP/126, p, 33. The ceflation

was made uzing the cost-of-living index contained in Internstional Financial Statistics.

Annual report of the Ministry of FPinance, National plan, Public finances, operational plan 1964,

Specisl message of the President of the Republic to the Nationaol Congress, Mey 1964, VI Presidential
Message, Doc, CIAP/102, Table 10,

L,
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context, in dealing with the almost universal problem of the deficits of
the railroads, durin: the meetings of the subcomnittees of Mexico the
possibility was suggested of an exchange of opinions between letin 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
other countries, social security has attained almost total coverage, but
there ure a large number of parallel systems and their efficiency is far
from what would be desirable. These situations were recognized as factors
that limit the system's capacity for saving. In some cases, finally, the
coverage is such that the social security system accounts for a substantial
proportion of the tax burden, so that it has become a limit on the possibi=
lities of expansion of the revenues of the public sector. In those cases,
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 paragrarh 1 of
"this section, wes particularly evident in the cases of certain countries,
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
utilization of the external loans already granted. The subcommittees on
ti:ose countries, as well as those on El Salvador, Guatemala, Honduras,
Mexico, Nicaragua, and taraguay, stated that the future capscity of their
economies to make investments and to increase the flow of external re~
sources would depend to a large extent on the speed up that is achieved
in the growth of public saving,

d. Qggicultural policy

20. The subcommittees noted, in the cases for which information was
available, that the growth of the agricultural sector has generally been
slower than that of the total product of the countries of the region (see
Table II.12). This fact, which would not be strange, given the trends of -
demand, in countries with a more diversified structure of production and
exports, is strange when it is considered that the growth of agricultural
production includes that part intended for export, which in most of the
casas is substantial. This suggests that the per capita production for
domestic consumption either has increased very slowly, or has remained
stationary, or may even have declined, as in the case in Argentina, Brazil,
Chile, Central .imerica, and Peru.

/Table 11,12



UUIL o1qElL/

( -3u0))

LATIN AMERICA - INDICES OF PER CAPITA GROWTH 1961-1963

Table II1,12

(Base: 1961 = 100)

1.
2.
3.
L.
5.

—

Argentina
Bolivia
Brazil
Chile
Colambia
Costa Rica
Ecuador

El Salvador

. Guatemala

Haiti
Honduras

. Mexico

. Nicaragua

. Panama

- Paraguay

. Peru

- Dominican Reputlic
- Uruguay

. Venezuela

s G e

Gross
Domestic Product
1361 1962 1963
100.0 95.0 88.6
100.0 101.6 105.2
100.0 102.1 100.5
100.0 104.7 10k.9
100.0 102.6 103.9
100.0 104.7 108.1
160.0 101.8 104.0
100.0 105.4 109.9
100.0 99.5 103.8
10070 10%.8 163.9
100.0 102.7 1Cl1.6
100.0 101.8 104.6
100.0 107.4 115.9
100.0 106.8 1G7.5
100.0 983.8 101.0
100.0 104.3 105.4
100.0 107.0 111.3
100.0 96.5 93.2
100.0 103.9 106.7

‘o data available.
Aggregate value,

e A—— Y o o v e

Product of the Agricultural

Sector

1961 1962 1965
100.0 98.7 95.1
100.0 100.9 108.3
100.0 102.7 99.7
100.0 95.3 91.3
100.0 102.2 100.7
100.0 109.9
100 O 103.0 104.2
100.0 114.2 116.8
100.0 10k.9
100.0  102.8 1061
100.0 101.9 100.3
100.0 112.5 123.8
100.0 101.6
100.0  107.3 9.3
100.0 1073 1/ 1125 1/

T T e e e e
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Sources:

Table II.12 (Cont.)

The indices of gross domestic product were Prepared on the basis of growth rates

contained in Table II.1 of this document. To estimate per capita indices, growth rates of
population contained in Table II.1 were used. Indices of the product of  the agricultural
sector were taken.from the sources indicated below. (Numbers refer to countries. )

FON

8.

11.
12.
15.

Doc. CIAP/140, Table 1.

Doc. CIAP/121, Table 1. o

Brazilian Institute of Economy, Economic Board, February 1964, Doc. CIAP/1k2, p. 2k,
Fulfillment of the National Economic Development Program, 1961-197C; Planning Board,
CORFO, Doc. CIAP/128, Table 2.

For 1961 and 1962, Bank of the Republic "Cuentas Naciocnales 1950-1961" ana "Cuentas
Nacionales 1962." For 1963, preliminary estimate prepared by the IBRD. Doc. CIAP/3SS,
Table 1.

Department of Economic Studies, Central Bank of Costa Rica: "Sistema.de Cuentas la-
cionales de Costa Rica, 1950-1 ", Table II, p. S8.

For 1961, General Economic and Social Development Plan, Book One, Table IT.1. For

1962 and 1963, estimates of the Central Bank and of the National Economic Planning
Board, Table 1 of the "Resumen de la Evolucién de la Economia Ecuatoriana, las Metas
Principales y el Financiamiento del Plan en 196L-1965," working document presented by
the technical personnel of the Panel of Experts to the Subcommittee of the CIAP on
Ecuador. ;

Series -repared by the Planning Office to be used as a basis Izr the over-all projectior’
of the gross domestic product. '
Revision of the National Accounts made by the Planning Office, with the cooperation of
the Joint Programming Missicn for Central Americe. .

Department of Economic Studies, Central Bank, Economic Report 1963, Table 1.

Anriual Report of the Bank of Mexico, Department of Economic Studies.

For 1961 and 1962, series prepared by the Planning Office for the "Analysis of the
Zcoromic and Social Development of Nicaragua 1950-62," Appendix Table No. 17. For 1353,
cornitinuation of the series DPrepared by the Central Bank in its Acrual Report of 1357,
Table No. 3(C. <
Information sert by the Statistics and Census Bureau to the techrnical Tersonrel of :ths
Panel of Experts. ’

Public irvestment program, Table II.2. ©National Planning Institute. Doc. CIAP/131,
Table II.L. | ST
Prepared on the basis of information published in the National Plan.
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By wcy of illustration, consider the cura af Nicaragus, one cf the
countries showing a rapid growth in the gross agricultural product:

Index
1962 1963 (1962=100)
(Millions of cordobas
of 1958)

Gross agricultural product 772k 8743 113,2
Of which:
Product for export 366 .4 R 127.0
Froduct for demestic consumption 406.0 408.,9 100,7

Source: Central Bank, .nnual 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 nmerica, it is seen that the increase in im-
ports 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 agricul-
tural sector, which is a symptom of the ;ressure of demand., The sub-
comnittees called these trends one of the most important structural dis-
tortions to explain not only the slow rate of development but also the
appearance and intensification of inflationary pressures.

2l. A preliminary analysis of the development of the agricultural
sector in most of the countries of the region confirms the importance that
has been given to certain obstacles that have led to the situution deseri'a:d
in the preceding paragraph., «mong the principzl ones are these: a) defects
in the agrarian structure, particularly in land tenurej b) technological
stagnatiqn or slow preogress that is reflected in low vields; and ¢) struc-
turz) and functional defects in the marketin - systems, which are trans-
lated intg a deterioration of the relationship between the prices received
anc these paid by the fapmers,

22. When structural reforms are dealt with, the policies of the coun-
tries of the re %onuin,regard‘to agrarian structure will be examined. with
respect to 6tﬂb5 3¥E§§dles) the subcommittees emphasized the passiveness
with vhich the development of the agricultural sector is contemyplateds The
absence of sufficiently coherent and incisive policies oriented toward the
promotion of production has prevented giving a timely stimul-.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 coor-
dination between this sector and the general program. In the case of
Colombia, for example, the CI.P offered its collaboration to that cuountry

/to accelerate
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to accelerate and complete the reperstion of szubsectoral rlsns that would
facilitate such coordination, The subcommittees thzt studicsd the co.ntries
that are in the process of preparing their economic and soci.l developrent
plans expressed the hope that they would avoid the deficiency mentioned in
the preceding paragraph.

€, The preparation of projects in planning

23. The subcommittees noted with satisfaction the rapid progress of
planning in Latin .merica. 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 directed efforts to solve them. The great limi-
tation on the preparation of plans and on the effectiveness of plamning
continues to be the antiquated administrative structure and ths scarcity
of skilled personnel, which international technical assistance has not
been able to solve fully, as was indicated in the specific case of exverts
on economic planning during the meetings of the Subcommittee on the
Dominicen Republic,

24, There is, however, one aspect of planning, namely the ovrepara-
tion of projects, that continues to be a criticazl problem for mcst cof the
countries of the regicn, since it limits the capacity for investment and,
therefore, the utilization of external financing. /long with the scarcity
of public saving, it is often the factor that has the greatest weight in
connection with the slowness of the disbursement of credits granted,

25, The deficiencies in the prerarction and availability of projects,
which were noted in the preceding paragraph, can be attriluted to a great
variety of causes. /mong these, it is appropriate o 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 numbters of the
engineers cnd other technicians necessary for the preparation of projects;
a lack of financiel 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 respvect to the stages of execution
and supervisory control of them.

26, Nevertheless, the subcomuittees found that some countries of the
region have reached a stege 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 mode 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

/be translated
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be translated into téngible benefits for the other countries of Latin
America if Mexico colild give them technical cooperation in this regard.

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 II.13, which shows the
incresse 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 Colomkia,
especially during the last few years. During the most recent period, there
has also been a relatively accelerated rise in the gost of living in Peru
and the Vominican Republic. 4 second group of countries, consisting cf
Mexico and Bolivia, was subject to a serious inflationary 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, FPanama, as
well as Haiti, have maintained a marked stebility in their price levels
from 1954 to date,

28. The subcommittees recognized the complexity of the Latin American
inflationary processes in which various causes have prlayed a part and
which require a group of measures that will make it possible to stop the
rise in prices without hindering the real econonic 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 sroups 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, perticu-
larly important during the initial stages of the present inflationary
process, in 19623 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
thet would permit an orderly execution of the economic and social policy.
In both cases, it was indicated that the slowness of the exXxpansion of
agricultural production for domestic consumption, and the wage and salary
policy as well as deficits of the public enterprises,were 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 IT.13
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Table II,13
LATIN AMERICAt VARIATIONS IN THE INDICES OF THE COST OF LIVING - YEARS 1954-1663

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

195% 195 1956 1957 1958 1959 1960 1962 1962 1963 1oes 1/

Argentima 16

8 16 26 50 102 12 19 R 7 23
Belivia 99 68 A73 =1k 19 10 1 7 3 -2 11
Srazil 23 17 27 15 23 -] 32 &4 62 81 89
Chile 71 8k 37 17 32 33 5 10 28 &S Y]
Coloabia b § 2 ? 24 ? -3 7 S S 46 2%
Cesta Rieoc ? 2 -l ? | 2 o] 3 0 3 3 5
Ecuador & - 2 - 1 -2 0 [s) 3 3 S & 6
Bl Salivader ?7 b § 3 -6 3 -l (o] - & 2 2 2
Guateaala 2 3 o - ] 1 [s) -3 3 -2 1 2 3/
vasel 10 -5 10 -3 -3 -2 -8 3 soe von coe
fAonduras ? 0 -l -2 S 0 0 o S 3 L
México 12 1?7 -2 14 8 [s) 8 -2 2 0 2
Nicaragua 13 16 =14 1 2 -2 2 -2 o L 6
Panané 2/ 0 0 0 0 0 0 o 0 1 -1 sve
Paraguay 18 25 8 15 3 Q 14 eee cee Yy (XY
Pert S & 6 7 9 20 9 ? ) 10 12
Dominican Republic -]l -1 1 ? - $ 3 -6 -5 15 11 2
Urugus v 17 9 6 18 20 A6 36 10 11 b 44
Venszucia 2 -2 1 1 2 4 2 1 -2 1l .2

-1-(8-

l. Variation in prices between June 1963 and -June 1964,
2+ Veriation in prices between May 196% anc May 1964,
5« 1Indices estimated on the bagis of annual and quarterly averages.

Source: INMF, International Pinuincial 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 theose countries (Argentina, Chile, Colombia and apparently
Brazil during the past year), the periods of greatest acceleration of
rrices have coincided witn lower rates of real growth, The economies in
-which & large sector of subsistence agriculture still prevails, in which
pressures of wages are weak and there is a lower level of urbanization
‘and industrielization, as may be expected, a greater price stsbility pre-
vails. In fact, among the larger countries, only Mexico and Venezuela
have been able, during the last years of the period, to maintein an impor-
tant economic growth with satisfactory stability, poseibly as a result of
their greater cApacity to import. On the other hand, among the relatively
less developed countries, only Bolivia and Paraguay were subject to the
problem of inflation, but they have both been succesaful in their recent
efforts toward stabilization. The incipient process of inflation in the
Dominican Republic appears to be expleined by the eruption of social
forces following the poiitical changes that were necessary there.

30. Inflation in the Latin American countries is due to complex
interdependent causes that it is not pertinent to analyze ir 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
publﬂ@ expenditures as a result of social demands, in view of which the
incrggse in tax revenue has not been sufficient;.a lack of coherent and
well-defined policies on prices and wages; a reduced capacity to import,
vh.it/:.hdhas been mentioned, caused primarily by the slowness of the expansion
of exports and by the increasing pressure of the service of the external
debt on the balance of payments, This situation has become more serious
in.its effects owing to a failure to adopt suitable import policies and
the relative inelasticity of supply in the agricultural sector. Some of
the subcommittees recognized that the removal of those causes would require
a gradual and persistent effort on the part of the governments, which would
have to be supported by international financial cooperation,

/4o Structural
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b, Structural Reforms

a, Fiscal reform

1. The ubcommittees of the CIAP examined this problem in con=-
nection with the objectives of the fiscal reform that should be made
within the framew: ¢k of the Alliance for Progrecs, which can be sum-
marized as follews: a) an increase in publcic revenues; b) a more
equitable distribution of the tax burden; ¢) providing fiscal incentives
for investment; and d) maintenance of reasonatle conditions of stability
favorable for development,l/

2o In general, “he subcommittees observed that since the beginning
of the Alliance, all the countries had mnde efforts to introduce struc-
tural reforms in their tax systems and to streingthen the administration
of taxes, This is probably one of the fields in which the greatest
domestic effort has been made, notwithstanding the political prroblems that
any reform of this nature ontails, In spite of those efforts, in view
of the increase in exrenditures, the increase in current revenues has not
always reached the rate of growth required for it to be the fundamental
‘basis for the formation of public savings, upon which the efficient
execution of investment programs in develorment plans depends.

3¢ The Siubcommittees ccnsidered that the problems and limitations
of tax reforms conld nrotably 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 privute investmeni. For “hose reasons, it was considered
that the progress cchieved in the adoption of tax reform should be
evaluated as a vhole, taking into considaration the scope of the aims
that have been sought. The following consideiations oa the process of
reform are made along these lines.

b, The :ubcommititees conzidered it important to emphasize that,
at the present time, ull the Latin Americin countries have a general
system of income tax and Lhat in more than half of the cocuntries, efforts
have been made to streagthen this tay, that very from the total replace-
ment of the former system by new laws (Colombia, Chile, The Dominican
ilepublic, tecuador, 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, \'ashington, D. C,, 1963) page 4y,

Je  Although
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S5¢ Although the foregoing measures have not yet led to very
important increases in tax collections, they have introduced elements of
equity into the systems, which still rely almost entirely upon indirect
tamtiono

6. Reforms tending in the same direction have been made in the
structure of capital, inheritance, and gift taxes in Panama, Guatemala,
Costa Rica, Colombia, Chile, Lecuador, 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 made
that lay a greater burden on nonessential consumer gcods, thus introducing
rrogressive 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. ixport duties, which are particularly important in some
countries, 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 Rica, 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, Feuador, 21 Salvador, Chile, Mexico,
Panama, and Guatemala and by the Central .mericun 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.

11, VWithin the Subcommittees the consengus was that an almost
universal effort to adopt reforms in compliance with the mandates of the
Charter of Punta del Zste is clearly apparent, It must nevertheless be
pointed out that since by its very nature the adoption of reforms is
usually a slow process, a sustained effort must be maintained over a
relatively long period of time in order to achieve sotisfactory results,
Without ignoring the political and even technical difficulties inherent
in so vast a reform, the CIAP ‘ubcommittees stressed the importance of
redoubling efforts toward the adoption of reforms, and in one meeting,
attention was called to ihe 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 vay as to harmonize with
administretive reform and with the formulation and execution of develop-
ment plans--a fact that might eventually constitute a serious limitation
upon development by making it difficult to meet the goals for financing
public investments,

/120 The CIAP
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12, The CIAP Subcommittees therefore considered it of major importance
to indicate th= wgency of integrating reform progroms with general develop-
ment plans sc os to attain the necessary levels of public savings to achieve
the financing objectives of the plans.

13, Socme Subcommittees also agreed that many countries have the
capacity to increase government income because the over-ail tax is still
at moderate levels, On the other hand, in certain cases, the present
structure arnd 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 ryubconmittees 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 fundarmental 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 and 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 CIAF
subcommittees took due account of the fact that since 1961 cleven 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, Feru, and the Dominican Republic in
1962; llicaragua and Paraguay in 19633 and Zcuador 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 develooment, such as resettlement programs, agricultural credit,
and technical assistance, that can be of help in achieving reform
(Argentina, Brazil, -1 Salvador, Haiti, and others).

2 At the meetings of some of the Subcommittees, reference was
made to the decisive iusportance of the agrarian structure in hampering the
development of the agricultural sector, which necessitates the adoption
of measures nodifying the existing system so .y to achicve 2 core ra.i. and
vigorous development of agriculture. ’

/4.  Some
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4k, Some subcommittees indicated their pleasure at the adoption of laws

and the initiation of reform programs in the respective countries, It was
nevertheless observed that, in general, the advances in the region's agrarian-
reform programs have not yet had the impact that the importance and magnitude
of the problem calls for, The difficulties and obatacles 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 the
agrarian structure, on the scale needed in a mjcrity of countries, is yet
perceptible,
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5. Other Fields of Action ¢ ed by the Subcommitiees

8. Regional economic 1nteg£ation

1. The broadening of national markets was recomized by the Latin
American countries in the Charter of Punta del Este as an indisnmensable
condition for smeeding up the economic development nrocess of the
Hemisphere and as a suitable means of obtaining sreaier productivity,
through industrial couplementarity and snecialization. As a resuly
the subcomnittees of CIAP were also concerned, in their country studies,
with this svhere of action, and stated that countries with vlans in
preparation should keep it in mind in drawing up the merivinent policies.

2. The Central American Subcamnittee also recosnized the impor-
tance of setting up the Fund for Economic Integration of this re;ion,
and noted that this subject was discussed by the delegates of the-
countries end officials of the Centrel American Bank, the General
Secretariat of the Treaty of Economic Integration (SIECA), and the
Agency for International Development (AID), vho in order to advance
‘this important nroject deemed it adsisable:

a. To recamend o the Central American Intesration Bank (BCIE)
that it finish its study on the various alternatives for Fund
operation, nresenting solutions to such specific provlems,
as the srstem of national contributions.

b. To commplete study of the »nrojects that would be financed vy
the Fund, in order to determine their stage of preparation,
thaeiy schedule, end ¢hefr correshonding wriority.

¢. To request the Agency for International Development to come-
municate to the Centrel American Bank of Economic Interration
in as preat devall as possible, suggestions about points that
should be clarified or settled in order to facilitate the
establishment of the Fund, so thai these ma; Le considered in
the aforementioned study.

d. To convene next month, vhen the forepoing informotion has been
campiled, a meetiny of representatives of the Cecntral imerican
soverments, BCIE, SIECA, AID, IDB, IBRD, and IMF <or tie
purpose of adopting pertinent recammendations.

b. Administrative reform

1. The nublic administration systemsof the Latin American coun-
tries are not, in pgeneral, established in such a manner as to meet he
needs attendant on the preparation, execution, and control of economic
and social development plans. The CIAP subcomiittees sugpesied that it
would bLe well i those systems--includin: relations vith local rovern-
ments, decentralized agencies, and nongovermmental or_ anizations--were
adapied to the duiies that e:ecution of the Alliance for Progress ill
entall esnecially in relation to carryin; out a planned develovment polic

/2. On several
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2. On several occasions the Subcommittees stressed the importance
of administrative reform, and they had an opportunity to study, especially
in the case of Chile, the reforms carried out in the area of tax admin-
istration. 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 poliey.

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 Anerican
regional economic integration and of helping to create favorsble conditions
for increased exports of sgriculturel and manufactured products.

2. The subcommittees of CIAP examined this sphere of action from different
points of view, through projects relating to a) agricultural marketing and
credit--storage, transportation, distribution and so or; b) marketing of animal
products—-slaughterhouses, meat-packing plants, and so on; c) improvement in
the utilization of industrial capacity; d) marketing of fish; and e) transpor-
tation and communications systems. The subcommittees felt, in general, that
this 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 increasin cooperation
between the public 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
Jjob.

2. In general, the Subcommitteesg expressed the opinion that it is
advisaeble for the governments of Latin America to initiate and for 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 working
capital for industrial enterprises.

/e. Housing
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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 noted that the
real housing shortage is greater than the visitle one bzcause so many
inadequate dwellings need replacement,

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 concrcte evaluation of the situation there :s 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 thet is affecting the
forest wealth of Honduras and threatening other Central /fmerican
countries, To orient immediate action, it was decided to set up a
working group to formulate recommendations without delay.

/6. Externnl
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6. External Financing

a. Summary of the balance-of-nayments projection for 1965 and 1966

1. For purposes of determlning the reocuirements ol external financing,
the subcommittees took note of the balance-of-paymenis projections ror 1965
end 1966 that are sumarized in Table II.14, vhich covers countries that
are cerrying out development programs thot have been, or are being, eval-
uated by the Panel of Exiperis, and Table II.15, which covers the other
countries of the region.

2. The subcommittees felt that the nrojections meniioned in the
pPreceding paragraplh were generally consistent with the econamic
structure of the Latin American countries, with the trend of their esx-
ternal sector, and with the conscious develooment effort in vhich the
Hemisphere is engaged in accordance with the principles of the Charter
of Punta del Iste. In the casa of countries having a plen, it shoulc
also be remembered that the projections were mede within the general
fremework furnished by the prosram and by the evaluation conducted Ly the
ad hoc committees, all of which sunnlied a broader vase for deiermining
the requirements of external resources to meet the soals of econanic
growth and social development.

5. The subcamittees likewise recognized that the projections
vertaining to countries that do not now have plans evaluated Ly ad hoc
camittees are subject to correction when the programs ha.e been drawn
up and studied as set forth in the Charter of Punta del Este. Neverthe-
less, the subcanmittees accepted the figures for those years as repre-
senting the relstive maegnitude of the variables in the exiternal sector
of those countries. '

L. As may be seen by consicering Tabies II.14 and II.15 togethe:,
the total gross requirements of external resources of the Latin American
countries, excluding Venezuela, come to arownd 3 500 wmillion dollars
in 1965 and 2 900 million in 1966. The origing of those requirements
and their distribution hetween private and official sectors can be sune
marized as follows:

1965 1966
Deficit in current account 1 2J0.0 1 Lgg,
Amortization in the public and
finencial sectors 1 5.7 1 545.8
Varietions in gross amounis of
gold and foreizn exchange of
the financial sector 135.0 34.7
TOTAL 3 275.7 2 920.1
LESS
. Net receipts of private capital 510.1 503.5

Gross requirements of the public

end financial sectors 2 ?27.6 2 hlE.S

/Table II.1k



COUNIRIES WITH PLAN:

Table II.lb

SALANCE-OP-PAYMEKTS PROJECTIONS FOR 1965 AKD 1966
(¥illicas of dollara)

Balance on

) Additional
servioes, Net Amortization Variations Gross re- Predic- requirenents
private Balance iof in publie in gross quirements table dis- of external

B‘p:; te Inp:frts Merchandise trancfers om o;“ end monetary of  bursements rasources
1 goods balance and other current rivate financisl assets ¢f public andof Tinanc- for the
8 ocurrent account :" stal sagtors financisl finsncial ing already public and
trans- “P nf sector seator granted financial
actions - sectors
(€3] (€] (3=1+2) €3] (S5=3+8)  (6) (€] (€)) (9=5+6+7+8)  (10) an
Bolivia 5.8 = 135,5 = 39,7 - 24,3 -~ 64,0 17.5 = 1143 - = 57.8 54,9 - 2,9
Colombis b/ 600,0 = 60040 - = 125,0 - 125,0 30,0 = 137,0 - - 232,0 104,0 = 128,0
Chile _c, 563,0 - 592,0 - 29,0 - 150,0 = 179,0 10,0 - 182,0 _ - - 351,0 110,0 - 241,0
Ecuador g 190,5 - 157.1 33,b = 72,6 -~ 39,2 17,4 = 10,7 = 1.8 = 34,3 18,2 - 16,1
Bexico 1072,0 ~-1488,0 = 415,0 126,0 y- 290,0 221,0 = 167.,0 - 68,0 y - 3044 161, 4 _l:/ - 142.6
Plﬂll‘ y g 65.2 - 167.6 - m.~ 73.0 y- 29.“ 1‘.0 - 3.0 - b.‘ - 22.0 15.“ - 7.‘.
Peru 680,0 =~ 690, - 10,0 = 67,0 = 77.4 10,0 - 35,0 - 38,0 l/ ~ 140,0 87.0 - 50
SUBTOTALS 3266,5 =3830,2 = 563,7 - 239,9 - 803,6 319.9 - 546,0 - 112,2 =1141,9 55049 - 591.0
]
Venezuela 2761,0 ~1396,0 1365,0 «1163,0 202,0 ~ 187,0 - 36,0 = 126,0 = 150,0 110,0 - 40,0 \-g-
TOTALS 6027,5 g/=5226,2 g/ 80,3 =1502,9 = 601.6 132,9 - 582,0 - 28,2 -1291.9 660,9 - 631.0
L9663 _
Bolivia y 101,3 - 154,38 - 43,5 = 26,0 - 69,5 20,2 = 16.6 - = 65.9 36,1 - 29.8
Colombia _ﬂj 629,0 = 627.,0 2,0 -~ 145,0 - 1"3._0 35,0 = 115,0 y - - 223,0 22,0 = 191,0
Cnile p/ 600,0 = 605,0 = 5,0 = 184,0 =~ 149,0 20,0 - 266,0 j/ - - 375,0 55.0 - 320.0
Ecuador y 200,0 = 168,5 31e5 = 77.9 -~ U6, 20,3 = 1l,1 - 10,1 - 47,3 57 N - 41,6
Mexico "209440 =1523,0 -~ 435,0 11640 k/= 319,0 215.0 - 176,0 - .01 - 320,0 200,0 »/ - 120,0
Panasa !/ _f/ 67.0 - 1%.3 hs 10903 W.“ y- 51.9 20,0 - 3e2 - 2.0 - 17.1 12.‘5 - bo6
Peru 720,0 = 755,0 <~ 35,0 - 73,0 = 108,0 15,0 - 43,0 19,0 1/ = 155,0 33,0 - 122,0
SUBTOTALS 3611, 3 =4005,6 = 59,3 - 372,53 = 866.8 345,5 - 610,9 - 71,1 =1203,3 376,3 - 829,0
Venezuela 2872,0 =1496,0  1376,0 -1237,0 139.0 = 4,0 - k0,0 - 113.0 - 108, 64,0 - W0
TOIALS 6283,3 gf=5501,6 g/ 781.7 =1509,5 = 727.8 251.5 = 650.9 = 184,1 -1311,3 A38.3 - 873,0

N & (|
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‘The Subcomittee aiso scoepted en slternative pro&oction, with fewer exports, underwhich the

additionsl requirements of external pudlic funds would amount to US$10,2 million (see minutes

of the Subcommittee). _

The Subocmmittee estimated that the solombian requirements of extaernal resources from loans

or gifts unauthorized su of the middle of 1964 would amount to between US$100 and 8150 million

in 1965 (s20 mirutes of the Subcommittes), .

The Subcommittee on Chile accepted these projections provisionally, since it was felt that

firal estimates of requirements will depend upon the policy adopted by the new government. The
technical mission of the nev administretion thut attended an informsl meeting of the subcommittee
presented an alternative projection, which the subcommittee did not have time to study carefully,
under which the sdditional requirements would ba US$356 million instcad of US$241 million (aee
supplementary sminutes of the Subcommittee on Chile).

The estinate of external financing requirements resulting from these projections was considered

& minisus by the Subcommittee (see minutes of the Subcommittee).

Mo balance—of payments projeotionwas included in the minutes of the Subcommittee, and these figures
were therefore taken from working documents,

In these projeoticns no consideration was given to the need-—accepted Sy the Subcommittee——for
emergency aid to eounteract the effects of the Canal orisis (see minvtes of the Subccamittee).
Official transfers are not included,

Generally spesking, variations in the assetr of commercial banks have not been taken into
consideration, :

Figure adjusted sccording to the conclusions of the Subcommittee, reducing the projection presented
by the technizel staff of ths Panel of Experts by ‘6 million dollars (5ee minutes of the Subcommittee).
Includes 46 million dollars for reduction of arrear: in isport payments. :

Includes net balance of border transactions, derives partly from movements of merchandise,

Includes short-tera capital movements and transactionas in segurities,

Ircludes the not balance of transactions with the Canal Zone, derived partly from movement of
merchandise, ’

The Subcoamittsa also accepted zn alternative projection, with fewer exports, under which the
additional. requirescnts of external public funds would be US$37.6 million (see minutes of the
Suboonmittes), ’

The Subcozmittee estimated that ihe requirements of Colombia for external resources from loans and
gifts unauthorized as of the middle of 1964, would be $150 in 1965 and £200 million in 1966 (ses
minutes of the Subcommittes), .

The Subcommuittee on Chile accepted these projeations provisionaily, since it was felt that the final
estim te ol requirements will depend upon the policy adopted by the new government., The tachnical
mission of the new gdainistration that attended an inforaal meeting of tha Subcommittee prscented
an alternative projection, which thae Subcommittee did not have time to study csrefully, under which
the additional requirements would be US$362 million instead of US$320 million (see minutes of the
Subcoamittee), '

These figures, added to the totals of Table I1.15, represent the total exports and isports of Latin
America. To arrive at the total exports and imports of the region gsonsidered as a unit, the
estinates for inter-Latin Aeerican trade would have to be deducted from the total presented here,
Since the deduction would affect exports and isports equally, the balance would remain the same,
Provisional estimates of the technical staff of the Panel of Experts,

-g6-

Sourges Evaluation Rzports, minutes, and working docuzents,



‘Table 15

COURIRIES WITHOUT PLAN: BALAKCE OF PAYMENTS PROJECTIONS POR 1965 AND 1966
: (Millions of dollars)

Balance oa . .__ Variations Additional
services Balamce Net A.i:t:::;;r. in gross Cross re~ Fredictadble quiresents
. Bxports Imports Belance private on inflow and financial sonstary requiresents disburse~ external re
of of of transfers, current of gectors assets of of the ments of sources fo1
goois : goods and other Account private financial public and financing ©public and
goods current trans Capital sector financial already financial
astion ¢/ * sactors anted sector
Q) (20 (3=1+2) (k) (S=3+4) [(:)) (22 8 (9. EIOS (11)
19651 -
Argentina 1360,0 =1129,0 231,0 = 194,0 37.0 - 225,0 = 505,0 - = 693,0 200,0 - 493,0
Brasil 155040 * =1450,0 100,0 = 390,0 = 290,0 15440 b/ = 725,90 - = 55140 329.0 if = 532,0
Costs Rica y 98e2 = 127,353 = 29,1 - 7.0 - 36,1 14,3 - 11,9 - 1.9 - 35,2 13,4 = 21.8
El Salvador bf 185,9 = 187,54 = 15 = 12,0 = 13,5 = 2.3 = 5.2 = 6,0 - 27.5 11,9 - 15.6
Guatenmala of 170,3 = 182,84 = 12,1 = 38,5 =~ 50,6 32,1 - 8,0  ~ 4,2 - 3047 16,5 = 14,2
Haiti 82,1 = #a,5 = 2,4 - 3,9 = 663 1,2 = 2,3 - 7e® 19 Se5
Honduras 87¢8 = 96,5 = 8,7 - 15,3 =~ 23,0 ’ S5e2 - 1.6 - 1,0 20.4 4,6 15.8
Nicaragus 142,0 = 132,0 10,0 - 22,8 -~ 12,8 55 - 4,5 - 2,0 13,8 10,0 3.8
Paragusy y Aol = 54,8 = 8,7 - 9,9 =~ 18,6 h.O"jj - 2,7 - 2.1 19,4 14,1 S5¢3
Doainicuan Republic 168,0 - 168,0 - - 43,0 = A3,0 5,0 - 2,4 = &0 L4 2563 19.1
Uruguay 205,0 <« 228,0 = 23,0 3¢5 = 19,5 h,7 - 48,1 y - 6249 22,1 40,8
TOZALS boss.loy-sm.9y- 255,5 - 73,9 = 476,84 -~ 1.8 =1316,7 =~ 20,8 =1815,7 648,8 =116649
Argentina 1508,0 =1218,0 190,0 - 174,0 16,0 = 95,0 - %38,0 - - 417,0 142,0 - 275.,0
Brazil 1600,0 =1600,0 - =.395,0 =~ 385,0 180,90 - 324,0 - = 539.0 146,0 m/ = 393.0
Costa Rica y 112,5 = 132:h = 19,9 - 9,0 = 28,9 14,0 - 9elt ~ 1,5 - 25,8 17_96 - 8.2
El Salvador 194,8 = 201,2 - 6.4 - 13.01 - 19.%: 200 - Se6 - 240 - 24,6 10,0 - 1b,6
Guatemsia of 179,1 = 158,5 = 1504 = 85" = 56,9 39.2 - 83 - 19 - 27.9 12,8 - 15,1
Haiti 157.8 - 49,5 - 1,7 - 2.8 - b4e5 1,2 - 1e9 - - S5¢2 : Q5 - b, 7
Homduras 9he0 = 102,% - 845 - 1lhe8 - 2363 - 3,1 - 1.9 - 1.1 - 29,4 5.7 - 23.7
.ic‘rm. 147.6 - 137,2 10.‘. - 23,1 - 12,7 Sebt - h,7 Nl 1.8 = 13,8 8,0 - 5.8
Paraguay &/ 501 = 59,7 = 9.6 - 11,5 = 21,1 kOg/ - 23 - 2.3 - 21,7 16,3 - 5.4
Dominican ROpublic‘ 17“.0 - 173.0 1.0 - b6.° = 45,0 10,0 - bob i 4,9 - bi4,3 ) 93 - 29,0
Uruguay 201,0 - 247,0 - 46,0 4,0 - 42,0 4,9 - 30,510/ - - 67.8 19,4 - 48,4
TOTALS '0208.9}_’4115.0}/ 93,9' - 726,7 =~ 632,8 162,8 - 731,0 = 1545 =12164,5 383,6 - 832,9
5
o
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"In these projsctions, no account has been taken of the additioncl sums needed to help to Government of Ccsta Rica overcome the

effects on its sconomy of the activity of the Irazd Volcano, The sinutes of the Subcomnittee of the CIAP did not include the
projectior of the bazlance of payments, but the Subcommittes took note of the projections presented in the working document
CIAP/107 Addendum 1, which are reproduced in this table, '

The figures sppearing in this summary correspond to the balances of individual items, appearing in the balancs of payments of
which the Subcommitiae took note, Because of an original error in copying, these bzlances do not coincide with the deficit in
current account and with the additional requirements for financing of $9.6 and 311,9 million, respectively, which appear in the
corresponding minutas,

No balances of payments projection was placed in the minutes ol the Subcommittee, and these figures were therefore taken from
revised vorking documents, At the request of the Representative of the Guatemalan Government, the minutes show that the
estimates of that government of its requirements for external resources in 1965 and 1966 i3 higher than is indicated in this table
(see minutes cf the Subcommittee).

The Subcoamittee also took note of an alternative projection presented by the Government of Paraguay, under which additional
requirements would be US$20,3 million (see minutes of the Subcommittee,)

The .Subcoamittee also took note of an alternative projcction presented by the Goverment of Paraguay, under chich additional
requirements would be US$13,1 million (ses minutes of the Subcommittee),

Does not include official transfers,

Generally speaking, changes in the assets of commercial banks have not been considered,

Includes net direct investmens, net short-teram credits, and gross long=tera oredits, Amortizations of long-term private credits
are included along with those of the public seotor in the figures in column (7). )

The figures on predictable disbursements in 1965 of finaucing already pranted includes US$92 million for refinancing debts falling
due that year and US$100 aillion thnt it is hoped will be loaned under theterms of U,S, Public Law 480,

Includes 0,5 million dollars collected by the government abroad in consnular fees,

Includes 13.7 aillion dolars for amortization of obligations of the Bank of the Repudlic to foreign private banks, and 23.7
million in defe»red payment for imports,

These figures, added to the totals of Tcble I1-14, represent the total experts and imports for the Letin American countries,

To arrive at total exports and imports of the region considered as e unit, it would be necessary to deduct the estimates for inter—
American trede from the totals presanted here, Since the deduction would affect exports and imports equally, the balance would
remain the same,

The figure on predictable disbursemeats of financing already granted includes US$90 million that it is hoped will be loaned under
the terms of U,S. Public Law 480, . .

Includes 13,7 million dollars for amortization of obligations of the Bank of the Republic to foreign private banks and 6.% million
dollars in deferred paysent for imjorts,

Sourcet Evsluation reports, minutes, snd working documentse

- )6 -
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Venezuela has been omitted from these figures because its external sector
hes peculiar characteristics that set it apart substantially {ram the
vest of the region snd that, i1f.included in those totals, might change
the general conclusions that can be drawm fram them.

5. By comaring Tobles II.1k end IX.15 14 can be seen that aside
from Venezuela moat of the shortage in the region's curreni. account
pertains to the countiries with a plan. This is owing nainrly to the great-
er need of these countries for real exteinel resources ceused by their
‘implementation of development programs compatible with the economic and
sociel goals set by the Charter of Punta del Este. The larger amount for
total gross recuirements in countries without plans results mainly from
external obligations falling due during the next two years, a factor also
of simificance for saie of the countries that are carrying out develop-
uent progrems.

‘6. In teking note of the balance-of-payments projections, some
subcamititees confined themselves to analyzing the cépital-account
projections for nurposes of determining requirements of e:ternal re-
sources. However, ac the current-account balance is included in the
analysis, the order of megnitude of the tiems forming that balance may
be regard:d as having been imolicitly considered.

7. In some cases the subcomnittees took express note only ef the
figure for financing necessary to carry out public investment plans; the
balance-of-payments figures contained in the respective tables are cone
sistent with those recommendations of the subcommittees. In some other
countries, for specific reasons set forth at the foot of Tables II.1lh
and II.15, the subcommittees received alternative projections or took
note of the provisional character of the projectirns 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 analysic.

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 funetioning of
the consultative group in relation to financing the national development
program. This is the first--and so far the only--case of a multiple
arrangement between international, regional, and naticnal financial
.agencies to finance a Iatin American ccuntry's general eccnomic and
social development plan on a regular and continuing basis. Therefore
the subcommi.ttee asked Colombia and the IBRD to kecp CIAP informed on
the course  of that financial arrangement which may form the basis for
similar arrangements with other countries,

/9. In the
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9. 1In the following pages the projections for 1965 and 1966 are com-
pared with figures for recent years and estimates for the rresent year,
and a summery is given of the CIAP subcommittees' comments on each of the
individual items of the balance of payments., The tebles 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 the -rest of the region, and
thus make separate study necessary.

be The current account

i. Exports of goods

1. The sutcommittees 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 II.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 grovth rates
for 1964 and the projections for 1965 and 1966 are as follows:

Including Excluding

Venezuela Venezuela
1964 6.8% 7a8%
1965 2.9% 2,5%
1966 L,1% L,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 and 4.1 percent
for 1966, '

3. As has already been indicated ulsewhere in this Report, g/
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, parapraphs -2 to 8.

/Table II.16
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Table II1.16
LATIN AMERICA: EXPORTS OF GOODS, F.O.B., ACTUAL FIGURES 1960-1963; ESTIMATES 1964, PROJECTIONS 1965-1966 a/

(¥illions of dollars)

Country _ .1960 1961

I962 1963 1964 1965 1966

Argentina 1 079.2 96h.1 1 216.0 1 365-5 1 480.0 1 360.0 1 L4c8.0
Bolivia sh.y 59-9 62.0 71-9 84.0 25.8 101.3
Brazil 1 270.0 L kos-0 1 234.90 1 407-0 1 450.0 1 550-0 1 600.0
Colombia - 495.0 47740 :lge-gpj 482.0 570-0 600-0 629.0
Costa Rica 86.8 85.2 3. 96-6 108. 4 98.2 112.5
Chile 480.6 .7 185.0 5L42.0 555-0 563-0 600- 0
Ecuador 148.7 132-6 3.6 161-3 179-8 190-5 200.0
El Salvador 116-8 119-3 138.9 153.8 168.8 185.9 . i94.8 !
Guatemala 112.5 110-2 109-3 143.7 172-4 170-3 179-1 §
Haitl 38.1 32.% 4o.3 43.1 k1.5 42.1 47.8 S
Honduras . -~ 6heb Thed 82.5 83.4 85.5 87.8 94.C '
Mexico- 786~ L4 844.3 9k43.9 982.7 1 025-9 1 072.0 1 09h.0
Nicaragua 63-9 69-9 90-4 106-7 129.2 1k2.0 1L7.6
Panama c/ 30.2 32-4 L6-2 5k 7 637 65-2 67.0
Paraguay 36-8 k3.9 Lo-L 39.5 ky.2 L6-1 50-1
Peru : 4hs5.3 511-1 557-0 555-0 628.0 680- C - - 720-0
Dominican Republic 157-4 138.9 469.9 174.2 : 170.0 168.0 174. 0
Uruguay 129. 4 1747 a53. 4 165.2 189.2 205.0 201.0

Subtotal 5 595.9 5 TI9-7 6 078.6 6 629.3 7 1k5.6 7 321.9 7 620.2
Venezuele 2 393.0 2 452.0 2 517.0 2 549.0 2 655. 2 761.0 «—— 2 872.0

Total 7988.9 8 17M.7 8 595.6 9 178.3 9 800.6 10 082.9 10 492.2

a. See notes for Tatles 1II.1l4 and II.15.
b. IBRD estimate of May 1964, -
¢. Includes exzorts to the Canal Zone.

Source: liinutes, reports, and working dociments.
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that far 1965 and 1966 prices will remein at approximately their present
levels and that there will be s 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

L, Taking note of the import projections for 1965 and 1966
that are. given in Tlable II.17, the subccmmittees considered that they are
consistent with the rates projected for economic growth znd 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 supplenment national production.

5. The figures projected for 1965 and 1566 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 ¢f luxury goods. Table II.18 shows the per-
centage of total imports represented by capital goods in 1960 and 1963,
the proportion estimated fer 1964, and the prcportion projected for 1965
and 1966; the share of imports intended for capital formation remained
last year, and is expected tp remain this ycar, at the came level as in
19603+ a significant increase is projected for 1965 and 1966.

6.. The subcommittees 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 tasis in terms of the
characteristics of the internal market and the purposes of lLatin 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 an
economic basis,

7. In the aforementioned Table II.18 the projections are com-
pared with corresponding data for the period 1960-1963 and estimates for
1964, As may be observed, no growth cccurred 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 Argentinn 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 subcommittees for
consideration come from the official statistics of each country and in
some cases from the International Monetary Fund. In the case of some
countrics, these figures are in FOB terms and in others they are based

/Table I1I.17



LATIN AMERICA:

Table II.17

IMPORTS OF GOODS, F.O.B.

ACTUAL FIGURES 1960-1963; ESTIMATES 1964; PROJECTIONS 1965-1966 o

(Millions of dollars)

g 11 tavs/

Country 1960 1961 1962 1963 1964 1965 1966
Argentina 1.249,3  1.460.3  1.356.5 981.0 1 029.4  1.129.0  1.218.0
Bolivia 70.3 7542 91.5 104,5 117.0 135.5 14,8
Brazil 3 293.0 1.292,0 1 5ola.cd/ 1 294,0 1 250,0 1 450.0 1.500.,0
Colombia - 14»96.0 531.0 515. "’6100 5?000 ’ 5“).0 627.0
Cost:h?d.ca 99.8 97.4 103,2 1i2.5 125.,0 127.3 132.4
Chil 540,3 61k 4 sh9,2 637.0 580,0 592.0 €05.0
Ecuador 110.2 309,3 110.1 3118.5 142,9 157.1 168.5
Il Salvador 122.4 108.7 124,8 151,7 3772 187.4 2022
Guatemala 124,31 120,6 119.9 250,2 170,1 s82.4 194,35
Haitad/ 43,7 4,2 47,1 37.5 404 ith 5 49,5
Honduras 654 6643 739 7.5 01,5 3545 102.5
Mexicod/ 1.186.4 1. 138.5 1 i43.0 1 239.7 ‘1 377.5 % 488.0 i 529,0
Nicaragua 56.4 8.7 78.7 1.0 121.3 132.0 137.2
' L 108.5 123.6 144,3 162.7 158.9 167.6 17643
Pa.rlguay 45.9 %uo )'1'5.? 42.,2 "’7-6 . 08 59.7
Perub/ 37242 461,.3 532.6 55345 600,0 690,0 755.0
Dominican Republic 90.3 72.1 131,3 1504 175,0 168,0 173.0
Uruguay?/ 228,6 2079 225.9 176.9 175.0 228.0 247,0

’ Su'btotal E . 301014' 6 62208 6 701.7 6 551.9 6 9“8.8 '_7 5}001 8 120.6
Venezuela 1.145.0 1 108,0 1 0€5.0 i 045.0 1 216.0 1.396,0 1 456.0
Totals 7 4464 7.;730.8 7 76647 7 39%.9 8 164.8" g 226.1 9 516.6

a.
b,
Ce
d.

See notes tc Tables 11,14 and II.1S.

Imports CIF,

Includes imports ongoods from the Canal Zone.
IBRD estimate of May 1964,

= cOT =



- 103 =

T&ble 12,18

LATIN AMERICA: IMPORTS OF CAPITAL GOODS, &/ ACTUAL FIGURES
1960 AND 1963, ESTIMATES 1964 AWD rJOJLCTIONS 1965-1966
(In percentages of total imports of goods)

ACTUAL FIGURES ESTIMATES PROJECTIONS

Country 1980 1933 1935 1965 1966
Argentina h2,7 % 49.3_; 36,0/% 41.22/% 148,0%%
Brazil }6.8 30, _nodo ned, - n.d.
Bolivia 37.2b 29.9 41.9 45.0 4408
Colombia 30.5;/ 3003 #2.5 4200 4106
Costa Rica 5.3, 26.3 27,2 29,3  28.4
Chile 3507‘/ 3309 )609 37.8 38.7
Ecuador 33.8b 30.9'/ "7.0 48.0 l+9¢0
El Salvador 22.33/ 2249 21,1 19,0 21,0
Guatemala 25,22 2903 29.6 32,5  33.3
lhiti n.d.B n.d. n.d. nede ne.d.
Honduras 21.3‘/ 2?.6 29,0 30,1 31.0
Mexico | b7, 46,9 Ueag 5.8 6.0
Nicaragua oa/ 29,5 26,2 28,0 29,9
Panama : 22.1 231 23.4 22.4 21.8
Paraguay 46,8 3540 3846 bs,2 464
Peru b2 46,5 b8, 4 51,0  52.5
Dominican Republic nede nod. n.de nede n.d.
Uruguay 22,7 36,0 33,1 417 4347
Venezuela 43,2 b2,2 k3,0 b6 50,3
toraLsY 394 3843 39,5 41,9 44,5

Note: See Tables Il.1%4 and IT1,15.

-
be
Ce
d.

Pe
n,d.

Includes contruction materials,

1961 figures.

1962 figures.

Begimming with 1964, totals are not absolutely comparable with those of

the past, because they exclude Brazil,

Provisional figures from the report of the Secretariat to the CIAP,
No information in the working documents preaented to the subcommittees
or in the minutes of the meetings.

Source: Working documents presented to the 8ubcommittees of the CIAP,

/on CIF.
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on CIF. The projections arc also FOB or CIF, The bas¢s for each coun-
try are identified on the footnotes to Table II,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 II.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 II.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, and.other 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 I1I.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 growing foreign debt service and
by a rise in imports, especially in prujections for 1965 and 1966.

ive. Deficit in current account

12. Table II.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 econoimnies in the next two years to achieve,
with few exceptions, the rates of growth proposed in the Charter of Funta
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 196M-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 27% 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 II.19
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Table II.12

IATIN AMERICA: BALANCE OF SERVICES AND PRIVATE TRANSFERS
ACTUAL FIGURES 1960-1963; ESTIMATES 1964; PROJECTIONS 1965-1966 3/
(millions of dollars)

Country 1960 1961 1962 1963 1964 1965 1966

‘l‘gentina .34.8 .88. 5 - -132 03 -128.7 -13800 -194.0 017’1'00
Bolivia «17,0 =14,0 =16.5 =14,8 20,1 =2ke3 =260
Brazil «537,0 -417.0 -403,0 -260.0 -294,08/  -390,0b/  -395,0b/
CO].Ollbia -7800 -80.0 -96.0 .121.0 -120.0 -125.0 -11"500
Costa Rica =5.8 «1,6 =8,2 .=8.1 =449 =7.,0 =90 !
Chile -90,0 -110,1 ~98.8 =95.,0 -144,0 =150,0 -144,0 E
Ecuador -5503 -‘l-‘+.5 .5307 -1*200 -67.3 -72.6 -?709 1
K Salvador -1896 "‘“'11.0 -11.5 -111.‘,* -12.0 .1200 . .1300 !
Guatenah -1"‘.4 -10.0 -15.6 -2703 -3705 -3805 -‘l'los
Haiti 6.1 367 409 --5.4. 4.8 "'309 -2.8
Honduras 3.6 =77 <16.5 ~15.5 14,3 =143 -14,8
Maxico 121,7 - 11449 105.8 154.0 123,3 126,0 116.0
Nicaragua -15.1 -1‘5.5 -21.4 -2006 "2004 .22.8 .2301
Panamac/ 37.9 5346 60,2 Bk 6649 730 77k
Phragupy ~l,6 -5.6 -704 =7.0 =79 =99 =11.5
Pem -ll-0.8 -3106 -1“1*06 .5000 -6000 "6700 "7300
Dominican Republic =244 -24,8 41,9 42,0 42,0 <143,0 46,0
Urug‘uay 12.1 12.1 -1803 6.# 4,0 3¢5 ‘!oo
Subtotals -751"0"’ -676.7 -814.9 ‘61500 -79}.0 "9710 . "99902
Venezuela -1'092.,0  -1.087,0  -1.11%0  -1.081.0 -17085,0  -1.163.0 -1.237.0
Totals =1.:846.4 ~1.763,7 =1928,9 -1 596,0 -1.878.0 -2.134,8 -2.23642

a, See notes to Tables II.1lL4 and II,15.

b, Does not include private transfers.

¢. Includes exjports of goods from the Canal Zone and the annual fee c21id by the United States
for use of the Canal,

Source: lMinutes, evaluation reports, and vor«ing documents,
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LATIN AMERICA:

Table 1I1.20

DEFICITS IN THE BALANCE OF PAYMENTS IN CURRENT ACCOUNT - ACTUAL FIGURZS
1960-1963, ESTIMATES 1964, AND PROJECTIONS 1965 AND 1966 2/

(millions of dollars)

Estimate .Projections

Country 1960 1961 1962 1963 1964 1965 1966
Argentina - 204:9. - 584.7 - 272.8 +255.8 +312.6 - 37-0 + 16.0
Bolivia - 3.9 - 29.3 - 4.0 - k7.4 - 53.1. - 64.0 - 69.6
Brazil - 560.0 - 304.0 - 493.0 - 147.0 - 94.0 - 290.0 - 395.0
Chile - - 149.7 -279.8 - 163.0 - 190.0 -- 169.0 - 179.0 - 149.0
Colombia - 79.0 -134.0 5120.0 =~ 100.0 - 120.0 - 125.0 - 143.0
Costa Rica 18.8 - 1.8 - 17.6 - 240 - 21.5 - 3.1 - 28.9
Ecuador 16.8 - 21.3 - 20.2 + 0.8 - 30.4 - 39.2 - L. 4
El Salvador ‘oh2 - Ok + 2.5 - 9.3 - 204 - 135 - 19.b
Guatemala - 260 - 20.4 -:26.2 - 339 - _.35.2 =~ '50.6 - 56.9
Haiti + 25 - 51 - 1.9 + 02 - 37 - 63 - U5
Honduras + 2.6 + 01 - T7.9 - 19.6 =~ 203 - 25.0 - 25.5
Mexico -2718.3 -179.6 - 93.3 - 105.0 - 228.3 --290.0 - 319.0
Nicaragua - 7.6 - 23 - 9.7 - k49 - 12,5 - 1.8 - 12.7
Panama. -~ 4.4 - 37.6 - 37.9 - 34.6 - 28.3 - 29.4 - 31.9
Paraguay - 13:7 - 5.7 - 1.7 =- 9.7 - 1.>3 - 18.6 - 21.1
Peru + 3.7 + 18.2 - 20.2 - kW7.5 - 32.0 - TI.0 - 108.0
Dominican Republic + U2.7 + k2,0 - 3.3. - 18.2 - 7. - 43,0 - U5.0
Uruguay - 87.1 - 21.1 - 94.8 - 5.3 + 18.2 - 19.5 - k2.0

Subtotal -1 1459.9 -1 579.8 -1 438.0 -- 537.6 - 596.2 -1 354.0 -1 499.6
Venezuela +156.0 +257.0 + 338.0 + 423.0 +354.0 +202.0 + 139.0

TOTAL -1 305.9 -1 322.8 -1 100.0 - 114.6 - 242.2 -1 152.0 -1 360.6

a. See notes to Tables II.1lh and II.15.
(=) Indicates surplus.

Source:
A N°2-%

Evaluation reports, minutes, and working docutents.
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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, ' A

bs 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 las been estimated that the regionts Geficit on current
account for 1964 wi.l bé slightly greater than for the previous year,
basically as a result of a slower rate in the growth of imports compared
with tbat of exports. This tendency can beattributed to Latin America's
over-all expangion of import capacity, which seems to be limited dering
the current year by the reduction in net private capital inflows (see
Table II,22) and by the amortization of the debts of the public and mone-
tary sectors that come due this year (see Table II.23).

15, In comparing Tables II.16, II.17, II,19 and II,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 reglon-~excluding
Venezuela--has been the balance of services. This frctor 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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Ce Financing of the current-account deficit

i, Relationship between net needs for
external resources znd available resources

' 1. According to the projections compiled by the CIAP subcommittees,
in 1965 the net needs for external resources of the latin American economies--
considered ss & whole 2nd excluding Venczuela-- are same $240 million less
than the projected net inflow of private capitzl and the anticipateddis-
bursements for that year of financing already granted, most of which has

been earmarked for specific investment projects or for the importation of
capital goods (see Table 1I1.21). This nmeans that the funds already aveil-
able to the region and those that should normally come in through private
enterprise ought to be sufficient during the coming year.to finence the

net entry of real external resources (goods and services) required by the
latin American economies to achieve the iesired development aims. In terms
of balance of payments, the remaining needs for financing coincide almost
exactly with the debt-amortization figures for the period.

2. The statement made in the foregoing paragraph regarding re-
gional totals with the exception of Venezuela applies to all the coantries
of the region, since even in the case of Chile, which has a cizable deficit
not covered by such financing, it may be expected that that deficit can
easily be financed by conventional credits earmarked for svecific investe
ment projects. For Venezuela, Brazil, Argentina, Mexico, and Peru, the re-
sources mentioned appreciably exceed the current-account deficit. That
surplus vill serve to compensate partially for outflows due to amortiza-
tion of external credits and will also help, in some cases, to raise
slightly the level of monetary reserves. )

3, The foregoing, of course, does not mean that the countries
of the area do not need additional credits to finance projects or that they
do not need more inflow of private capital. is will be seen in the follow-
ing paragraphs, the importsnce of both matters was fully recognized by the
Subcommittees of the CIAL, since the entry of more resources for the pur- .
poses mentioned would relieve the pressure on the Latin American countries
caused by maturing debts and also would reduce the amount needed to re-
finance debts falling due in the next two years.

4, FProjections for 1966 indicate a situation similar to that
already described, since it is to be hoped that the current-account
deficit not covered by the net jinflow of private capital, and by the dis-
bursements of credits already granted, may be financed by conventionul
credits earmarked for specific development projects.

/Table 11,21
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LATIN AEERICA: NET PINANCING NEEDS, INFLOW OF PRIVATE CAPITAL, AND DISBURSEMENTS
OF LOANS ALREADY GRANTED 7O THE PUBLIC SECTOR, PROJECTIONS 1965 AND 1966 :/

(Millicns of dollars)

Deficit in current Net inflow of Net needs for Disbursements of offi- Surplus (+) or

account of balance private capital ©Official financing ¢isl loans slready deficit (=) in

of payments obtained net rinancing
1965 1966 1965 1966 1965 1966 1965 1966 1365 1966

1) (2) (3)=(2)=(2) (s8) (5)=(3)-(d)

Argentina 37.0 16.0 - 225,0 - 95.0 - 188,0 - 79.0 200.0 142,0 12.0 63.0
hli'in b/ - 6“-0 - 69.5 17:5 2002 - “05 - h9.3 5"9 “01 8-" - 15.2
Brazil = - 290.C - 395.0 154.0 180,0 -~ 136.0 - 215.0 329.0 146.0 193.0 - 69.0
Chile b/ - 179.0 - 149.0 10.0 20,0 = 169.0 - 129,0 110.0 55.0 - 59.0 - 74.0
Colombia b/ ~ 125.0 - 143.0 20.0 35,0 - 95.0 1108.0 104.0 32.0 9.0 -~ 76,0
Costa Rica - 36,1 - 28.9 14,3 18,0 - 21.8 - 14,9 - 13,4 17.6 - 8.4 2.7
Ecuador b/ - 39.2 - h6.b 17,5 20.3 - 21.8 - 26.1 18.2 5.7 - 3.6 - 20.4
El Salvador, - 13,5 - 19.4 - 2.8 2.4 - 16.3 - 17.0 11.9 10.0 - Wk - 7.0
Guateaala -~ 50.6 - 56,9 32,1 39,2 - 18.5 - 12,7 16.5 12.8 - 2.0 - &9
Haita - 6.3 - 4.5 1.2 1.2 - S.1 - 33 1.9° 0.5 - 3,2 - 2.8
Honduras - 23,0 - 23.3 5,2 - 31 - 17.8 - 26.% 5,6 5.7 - 13.2 - 20.7
dexico b/ - 290.0 - 319.0 221.0 21%.0 - 69.0 - 104,0 161.4 ¢/ 200.0 ¢/ 92.4 96.0
Nicarsgus - 12.8 - 12.7 5.5 s.4 - 7.3 - 7.3 10.0 8.0 2.7 0.7
Panama b/ - 29,4 - 31,9 14,0 20.0 - 15.4 - 1.9 15.4 12.5 - 0.6
Paraguay - 18.6 - 21.1 4.0 4.6 - 14,6 - 17.1 181 16.3 - 0.5 - 0.8
Peru b/ - 7.0 - 108.0 10.0 15.0 - 67.0 - 93,6 87.0 33,0 20.0 - 60.0
Dominican Republic - 43,0 - 45,0 5.0 10,0 - 38.0 - 35.0 25.3 s.3 - 12,7 - 29.7
Uruguay - 19.5 - 42,0 5,27 b7 - 14.8 - 37.3 22.1 19,4 7.3 - 17.9
Subtotals -1280.0 -1499,6 318,1 508.3 - 961.9 - 991.3 1199.7 757.9 237.8 - 233.4
Venezuela b/ 202.0 139.0 - 187.0 - 94,0 15.0 55.0 110.0 6k.0 125.0 129.0

TOTALS -1078.0 =1360.6 131.1 414.3 - S46.9 - 946.3 1309.7 821.9 362.8 - 1244

‘rr/

SqUeWaAdT jJay

8. See notes to Tadles I1,14 and II.1S.

bs. These countries are conducting development rrograms that have been evaluated or are in the process of being evaluated
by the ad hoc committees,

Qs Provisional estimates.

Souroee: ivaluation reports, minutc:, and worxing documents,
=092
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ii, Net movements of private capital

S5¢ In Table II.22 the CIAP subcommittces' projections of net
inflow of private capital are compared with Cata for the past two years
and estimates for the current year. 4s can be seen, according to these
projections the trend toward decrease in net private-capitzl inflow that
has characterized the region since 1962 will be reversed in 1965, It
should also be rememhored that, 19¢5 and 1966 figures for various countries
include sizable amounts for amortization of credits obtained by private
enter prises {rom suppliers durinz recent years, and that limits on such
transactions are planned for the future; this is particularly important
in the case or /rgentina, 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 payment. have not been
included in these projections,  since part of these debts has beer assumed
by banking institutions, they are regerded as retirement of financial-
sector obligations.,

6. The subcommittees of CIl.F, 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 .merican
governments adopt policies to stimulate, without prejudice tc the national
interest, the net input of long-term private capital. A4s 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 imerican
firms,

7+ The behavir of the Venezuelan economy has presented special
characteristics in this r:spect, which are expect.d to continue to influence
the external sector during the next few years. 4s 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 El Salvador in 1965 and for Honduras in 1966, the net ocutflow of
private 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 outflcew of capital resulting from the amortization of invest-
ments by the copper companies amounts to approximately 50 million dollars
a year, In Honduras, 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 II.,22
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LATIN AMERICA:

Table 1I,.22

NET INFLOW OF PRIVATE CAPITAL, 1960—-1963, ESTIMATES FOR 1964, AND PROJECTIONS FOR 1965-1966 3/
(millions of dollars)

Country 1960 1961 1962 1963 E-S_t]iﬁi_e; 196;r°je0ti°;9675
Argentins?’ 325.2 284 4 -31.4 -87.1 ~246,1 -225.0 -95.0
Bolivia 19,4 10,6 16,0 5.8 6.2 17.5 20,2
Brazils/ 200,0 224,0 259,0 80,0 82,0 154,0 130,0
Chileg/ S4.1 114.,1 14,5 =20,0 =10,0 10,0 20,0
Colombia 92,0 -1.0 =5.0 -4,0 - 30,0 35.0
Costa Rica 4,7 4,3 0.4 16.6 14,2 ik,3 14,0
Ecnador 3.6 1.8 9.6 10,3 12,4 17.L 20,3
El Salvader Se2 11.6 7.6 15,4 2.8 ~-2,8 - 2ol
G:zatemalag/ 15.4 2.9 26,2 34,5 377 32,1 39,2 |
Has £t ~1.8 -4,8 ~5.8 ~1.6 =10 1.2 1.2 -
Hond:ra.: -0.4 =745 302 20.0 30,9 Se2 =3.1 v
Mext 0/ ~67,.8 123,8 125,83 130.3 i72.0 221.0 215,0
Nicaragra 7.0 2,6 14,0 6.0 L,7 5¢5 Selt
Panan&y/ 29,6 12,0 17.9 11.8 1302 14,0 20,0
Paraguay? 540 3,0 b6 647 3.5 4,0¢ 4,08/
Peru 12,5 C.3 6.1 Ze0 5.0 10,0 15,0
Dominican Republic =15.9 -26.4 Se 31l.6 - 5.0 10,0
Cruguay 36.2 2.2 Lo,0 ~16,8 2.9 4e7 4.7
Subtotal 724.0 7579 S0i.5 2b1,6 109.4 318,1 508.3
Venezuels =166,0 =137,0 -231,0 -189,0 =277,0 -187.0 -4 ,0
Total 558.0 620,9 270.5 5246 =1€7.6 131.1 4143
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Table II.22 (cont,)
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Includes long- and short-term capital movements,

Data taken from working documents presented by the Secretariat and the technical personnel of the Panel
to the subcommittees of the CIAP.

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,
Balance of payments projections were not included in the minutes of the subcommittee and these figures
have therefore been taken from the working documents,

Excludes short-term capital movement and securities transactions.

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.
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 nrojections adopted by thc subcommittees of the CIAP
imply a greater agility, as a rule, in the use of external resources than
that shiown in recent years. The subcommittees therefore stressed the
need for most of the Latin Americon 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 financin; 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 workinz 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 U5%100 million that it is expected will be obtained under
the terms of U.S. Public Law 480 and $92 million for refinancing debts
already negotiated and falling due in 1965,

10, The subcommittees of the CIAF did not give detailed con-
sideration to the composition of official finuncing 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 disbursemcnts in long-term credit for development which would be
comparable with statistics on disbursements projected for 1965 and 1966,
In this respect, 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 $i1 200 and
$1 300 million, but these are only tentative estimstes. 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 th: 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. Debts
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de Debts amortization of the public and monetary sectors

1. The subcommittecs of the CIAF took note of the projections of
debt amortizotion of the public and monetary sectors for 1965 and 1966,
shown in Table II.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. istimates 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 irgentina, 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.

€, Variations in the international assets of the monetary sector

1. Table II.24 shows the projections of veriations-in tne gross inter-
national monetary reserves adopted by the subcommittees of ihe CI.\P for
1965 and 1966, as well as date for the years 1961-1963 and estimates for
1964, The st.tistics for 1961-1963 included in that table were taken 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 2 higher accumulation is projected.-
Venezuela, leXico, and Feru-- 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, anc disbursements of credits already granted and of conventional
credits under negotiation, will produce the accumulation of reserves
projected without having to obtoin sigmificant amounts through special
financing under conditions other than those that can be obtained with
relative ease to finance reasonably well-prepared investment projects.

/Table II.23
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Table 11,23

AMORTIZATION &Y THE PLR' [C AND NONETAKY S

ECTORS

DURING THE PERIOD 1961~1963, EST'MATES FOR 1964, AND

PROJECTIONS FCR 1965 AND 966 2/
(#illions of dollars)
R, Projections

Aotuul figures (Payments)= Estimates (Haturitioggg
1961 1962 1963 1964 1965 1966
ArgentinaS 18,7  154.4 W8  388.2  505.0  338.0
Bolivia 14,0 6.5 11,5 13,1 11,3 16.6
nnz:é/ 339,0 282,0 67440 725.C 324.0
Chil 1/ 31,5 41,5 37.4 103.0 182,0 2L46,0
Coloabia 33,0 28,0 33,0 59,0 1. 7.0 115.0
Costa ﬁv- 16,3 14,0 646 1249 11.9 9.4
Ecuado 6.6 8.4 6e2 18.2 10,7 1l.1
El Sslvador 4,0 4,8 249 4,0 542 546
Guatemala 3,5 11,6 743 6.3 8,0 8.3
Hait{ 0.2 0.8 0.7 0.5 2.3 1.9
Henduras 4,9 2e 1 1.5 1.6 1.6 1.9
Nicaragua 27 ’+.1 bk bk be3 be?
P&Mﬂl& 0.8 1.3 1.8 242 }so 362
Paragyay 245 2.0 247 3.6 2.7 2.3
Perd 33.9 38,8 36,0 36,0 35,0 43,0
Dominican Republic 0.2 3.6 0.1 3642 2,4 bods
Uruguayi/ 11.3 4,0 4ol iy, 5 18,). 10,5
Subtotal: 837.1 876,8 ees  1.625.5 1.862.7 1.341,9
Venezuela 264,0 168,0 131,0 62.0 36.0 40,0
Total 1.101,1 1.044,8 ece 1.687.5 1.898,7 1.381,9

a, See footnotes to Table IXI,14 and 11,15,

Past figures and estimates for 1964 on amortization refer to actual or expected payments
and do not include debts deferred at maturity., Projections include all offiocial
debts falling due, without considering tne possibility of their deferral,

o0, For 1961 and 1962 thao information refers only to long=-term capitel, while for

1963 and 1964 its includes outflows of short-term capital in the smounts of 19,1
million dollars and 11,0 million, respectively. The estimates for 1965 and 1966
refer only to cutflows of long~term oaupital,

Includes total amortizations of long-term credits for official and prxvate saotors,
Includes only amortization of credits by the Central Bank and amortization of
officiael oredits, For 1965 and 1966, 46 million dollars have been included for
each year for reduction of arrears in payments for imports,

Por 1965 and 1966, the figures of Doc. CIAP/98 have been reduced by 16,0 million
dollars in order to reconcile them with the most recent information received froa
Colombia,

Pigures for 1961-63 were taken from statistics received from the Central Bank,

The data for the period 1961-1963 are the most reoent that were available (see
CIAP/131, Addendum).

i, Includes smortizations by the Bank of the Repubiic to foreign private banks
amounting to 11,3 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,

b,

d.
e,

L O

Be
he

Sources Evaluation reports, minutes, and working documents,

/Table 11,24
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LATIN AMERICA: VARTATIONS OF RESERVES OF THE MONETARY SECTOR

Table II.24

IN THE PERIOD 1961-1963 AND PROJECTIONS FOR 1964-1966 a/

(millions of dollars)

Country

source:

_9'[1 -

wvaoluation regorts, minutec, and workins locumerts.

1961 1962 1963 1964 1965%/ 1566
Arﬂ‘ntin‘s/ 193.6 340,3 «155.0 - - -
Bolivia -2.5 4.8 =5.1 =5.0 - -
Bra21AL/ -121.,0 250,0 151,0 52,0 - -
Chile 11.0 36.9 1.8 «10,0 - -
Colombia 80.0 1'6.0 29.0 - - -
Costa Rica #06 -5.1 .2.9 - -1.5 "1.'5
Ecuador 13.8 -11.7 -11.9 6.6 —1.8 -10.1
m m'ﬂdor 6.6 -5.7 -1“’.9 - -6.° -2.0
Guatemala 5.8 1.5 -10.2 -13.2 J".Z .1.9
H&iti -300 5.3 2.5 006 - -
Hond‘u’;? R 5." 101 2.2 -1.2 "1.0 —1.1
Mexic =113.6 =116.2 =205.4 =118.7 68,0 ~40.,0
Nicaragua -1.'3 -“oo -5.9 -6.6 -2,0 ‘1e8
Panama 9.1 0.7 =546 =6.2 ok -2.0
P;Jraguay -1.7 =le2 .102 -107 ~261 -2.3
kr‘u -38.8 .12.6 -34.8 -3‘0.0 -38.0 -19.0
Dominican Republic 28.4 =0,7 -23.6 41,1 44,0 ~4,9
Uruguay =3345 473.8 4,0 - - -
Subtotal 440,9 603.2 294.0 -56.3 -133.0 86,6
Venezuela 19.0 2.C =156.0 -120.0 -129.0 -113,0
Total 59.9 605.? ~l 0 ~216.3 =262,0 =199.6
. B@. The minus sign indicates an increasc, See notcs to Tables 1le.ld and li.l>.
b, Projections do not include variztious im 1izbilities of the monetzr;” sector.
c. Rrefars to variation in gross monetar: reserves, and includes internationual reserves of tre
commercial vbanks. '
d. It has beern assumed trhat tie 1l-vel of the ~ross irternatioral rezerves =3 of the <nd of
1563 will be maintained durins trne period 1GAL=17%64,
e. Includes short-term capital, transacrtions ir securities, a~d errors and omissions. for the
vears 19€1-19€5 the figures cculd be distrituted zs follous:
1361 1262 1763
1, Short-term cazital )
Trarsactions in securities )
Ipivate and nati-ral »-nlis ) -5.1 -73.0 -%1.5
2. ..et variatior in reserves 21.5 -17.0 -109.8
3, Zrrors and omissions -13%0.0 -(4.2 -5k, 2
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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
financing,th. subcomiittces 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 II.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 fereseeable net inflows of private
capital--er, 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 monetury sectors that fall due with'n the

next two years; and the amount of the variatior. foreseen in the international
assets of the monetary sector. The total arounts deterrined in this marnner

f9r 1905 and ;966 are equivalent to the region's requireunents for additionai
finanecineg during those sears.

2e 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 Jelicii or current accouit oi some of Lhe countries
cen 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 neceded 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 ococasion be refinziiced, 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,
Lthe 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 the debt, These temporary solutions
only serve to create cven more intense préssures inthe near future,

/Table 1I1.25



Table 11,25

LATIN AMERICA: ADDITIONAL REJUIREMENTS FOR EXTERNAL PUBLIC FINANCING I 1965 AlD 1966 g/

(1) (2)
Surplus or deficit (=)

(4)=(1)+(2)+(3)

Amortization by the Additional

liet variation

T XANIY/

of

net financing

public and
monetary sectors

in reserves B/ requirements for

external resources

Argen n
Bolivi
Brazil

ChileZ
Colombias

Costa Ri
E:cuadorgja
El Salvador

Guatemala
Haiti

Hondura
Hexico£7
e

Persd

Dominican Republic '

Uruguay

Subtotal

Venezuela<
Total

1965

1966

63 .0
«13.2
-69.0
-74.0
"’?6.0

2.7
~20.4

-7.0

-4.9

-2.8

~=20,7"

96.0
0.7
0.6

"008'

-60.0
-29.7
-17.9
2334

109.0
<1244

1965

-505.0
=113
~725.0
-182.0
~137.0
-11,9
-10.?
"’5.2
-8.0
=2o3
-1.6
=167.0
=l4e5
=3,0
247
=350
-2’1*
=481
-1.862.7
«36,0
-1 898.7

1966

-338.0
-16.6

=324,0 .

-2"'600
.11500
-9.4
-11.1
~5.5
8.3
-1l.9
=1.9
-176.0
.I".?
-3.2
=23
43,0
i b
=30.5
-1.341.9
-40.0
-1.381.9

1965 1966 1965 1966
- - ""9300 ‘27500

- - 2.9 -29.8

- - 5320 -393.0

- - 241.0 -32000

- - 128.0 -191.0
-1.5 -1.5 21.8 -8.2
-1.8 -10.1 16.1 -41.6
~6,0 2.0 15.6 14,6
o2 -1.9 -14.2 -15.1
- ) - 5.5 “l"-?
-100 . -101 1508 2307

’ -68.0 -40.0 142-6 —120.0
-2.0 -1.8 3.8 5.8
.’l".l‘" -aoo 7.L|' -406
-2.1 -2.3 5.3 504
-38.0 -19.0 53.0 =122.0
=lt40 =9 19.1 39.0
-113,0 -86.6  1.757.9 1.661.9
=129,0 =133,0 40.0 ~44,0
-262.0 =199.6 1.797.9 1-705.9

a. See notes to Tables II.14 and II,.15.
b. The minus sign (-) indicates an increase.

ce These countries are carrying out development programs that have beer or are being evaluated
by ad hoc committees.

Source:

Evaluation reports, minutes; wod wooking
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SECCHD ANIUAL MEETING OF THE INTER~-AMERICAN ECCNOMIC
AND S0CIAL COUNCIL AT THE MINISTERIAL LEVEL

RUSOLUTION 1-M/63

CREATION OF THE INTER-AMZERICAN COMMITTEE
ON THE ALLIANCE FOR PROGRESS (ICAP)

The Second Annual Meeting of the Inter-American Economic and Social
Council at the Ministerial Level.

II. DUTIES AND FUNCTIONS

2¢ The Inter-American Committee on the Alliance for Progress shall
carry 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 fole
lowing duties and functions:

cs To make an annual estimate of the financing actually needed for
Latin American development and of the total funds that may be
availavle from the various domestic and external sources,

de 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,

€s On the basis of the estimates referred to in paragraph 3.c and
the review and the recommendations referred to in paragraph 3.d:

(1) 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



- 120 -

(11) 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
Este, which contribute to the external finanoing of
general plans and specific programe for the development
of the latin American countries, giving special cone
sideration to the progress which, in line with its
basic characteristios, each country makes toward reaching
the objectives of the Charter of Punta del Este, and
being especially mindful of Title I.1l of the Charter,



- 121 =
FINAL REFORT
FIRST MEETING OF ML INTER-AMERICAN
COMMITTEE ON THE ALLIANCE FOk PROGRESS (CIAP)
Chapter V

A. ORGANIZATION AND PROCEDURES

res l. 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,

bs Where the plan does not cover the perior 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.

ce To obtain the best estimates, the technical resources of all agencies in
Washington (IDB, IMF, IBRD, AID, efc.) with a role in Latin America, will
have to be mobilized to assist the Secretariat in preparing the technical
background materials. For this, the coojeration of these agencies will

be requested by CIAP.

To.initiate the review process for countries with evaluated plans, the Panel
of Experts, in collaboration with the technical staff of the Secretariat, will pre-
pare as soon as poseible, but in no case later than the end of September 1964, plan

evaluation reports or progress reports,

For all other countrie:z, reasoned estimates of external and internal require-
ments will be prepared by the Secretariat,

/A1 courtry
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A1l country reviews wiil be carried out by subcommittees of CIAP established
ity the Chairuman, 7The Chairmun or a member of CIAP whom he may designate shall
preside over the subcommittees. The subcommittees shall include one or more ed-
ditional members of ClAPf, and ad hoc representative named by the country concern-
ed, members of the Panel of Experts and of the Secretariat. In addition, the
internationsl 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
resolved 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 recommenda:ions of Ad Hoc Committee plan evaluation
reports, when such services are reques.ed.

Stage 2 (after October 1964)

In subsequent years, full country reviews will be carried out under a similar
procedure by subcommitteees that shall meet as often as required in the course of
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 1-M/63.

In the case of ther countries, the reviews by the subcommittees will be based
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
make its estimates and recommendations as required by Resolution 1-M/63. These
estimates and recommendations will cover the following two years.

/In view of



In view of the great amount of information which the member states must
tupply to the differen: financial agencies, CIAP requests the Chairman ‘to form a
Working Group wherein internaticnal 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 -

ANNEX & TO
APPENXIX A

SCHEDULE OF THE MEETINGS OF THE SUBCOMMI™TEES OF THE CIAP
FOR THE COUNTRY REVIEWS

1.
2,

[

11,

13
14,
15,

AUGUST

Lcuador
Panama
Mexico
Colombia

SEPTEMBER

Verezuela
Central America

Paraguay
Dominican Republic

Bolivia
Uruguay

OCTOBER

Haiti
Peru
Chile
Argentina
Brazil

Previous Pago Blank

9-
1l -
18 -
22 =
22 =
25 -

6 -
12 -
16 -
20-.

12
15

28

10

12 - 14
19

23 = 24
23 - 2k
26

13
17 - 18
2l - 23

JANNEX 3
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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
México
Panamé

CIAP/8Y4 Panamé Proyeccién de balance de pagos de
Panemf para 1965 y 1966

CIAP/85 México Proyeccién de las transacciones exter-
nas de México en los afios 1965 y 1966

CIAP/87 México Informacidén bésica para el CIAP (Infor-
me que presenta el Gobierno de México
a solicitud del Presidente del CIAP)

CIAPYBB Panamé Financiamiento del programa de desa-
' rrollo econémico y sociel de la Repd-
blica de Panaméd

CIAP/90 Ecuador Resumen de la evaluacién de la economia
ecuatorisna, las metas principales y el
financismiento del plan en 196L-1966

CIAP/98 Colombia  La ejecucién del programe de desarrollo
durante 1962-196L y las necesidades
de financiamiento para 1965-1966 (Informe
preliminar presentado al CIAP por el
personal técnico de la Némina de los

Nueve)
CIAP/99 Costa Informe preliminar de la Misién del
Rica CIAP en Costa Rica
CIAP/101 Costa Informe de la Misién del CIAP a Costa
Rice Rica (Incluye como anexo el Informe
Preliminar)
CIAP/102 Venezuela  Documento de trabajo preparado por
el personal técnico de la Ndmina de
los Nueve
CIAP/103 Venezuela  Balanzae de pagos de Venezuela. Do-

cumento de trabajo presentado al CIAP
por el Gobierno de Venezuela



Doc. No. Topic
CIAP/107 Central America

CIAP/107, Corr.Central America

CIAP/107,Add.1 Central America

CIAP/107,Add.2 Central America
CIAP/107,Add.3 Central America

CIAP/107,Add.3

Corr. Central America

CIAP/107,Add.4 Central America

CIAP/107,Add.5 Centrnol America
CIAP/107,Add.5

Corr. Central America
CIAP/108 Venezuela
CIAP/110 Central America
CIAP/111 Central America
CIAP/112 Central America
CIAP/113 Central America

127 =
Title

INTRODUCCION. E1 esfuerzo interno y
las necesidades de financiamiento ex-
terno para el desarrollo de Centroamé-
rica

Corrigendum a la Introduccién

COSTA RICA. El esfuerzo interno y

las necesidades de financiamiento ex-
terno para el desarrollo de Centroamé-
rica

EL SALVADOR. " "o

GUATEMALA

Corrigendum al Cap{tulo de Guatemala

HONDURAS. El esfuerzo interno y las
necesidades de financiamiento exter-
no para el desarrollo de Centroamérica

NICARAGUA " " "

Corrigendum al Capftulo de Nicaragua

Suplemento al documento CIAP/102.
Revisién de las proyecciones de balan-
ce de pagos

Financiamiento de
centroamericanos:
gracién Econémica

programas reglonales
Fondo para la Inte-
Centroamericana

Inversiones piblicas sobre el Gobierno
de Nicaragua (Documento informativo
presentado por el Gobierno de Nicara-

gus)

Algunos aspectos del Plan de Desarro-
1lo Econémico y Social de Costa Rica
(Documento informativo presentado por
el Gobierno de Costa Rica)

Documento informativo presentado por
la Delegacién de Guatemala

Langgage



Doc. No. Topic
' CIAP/115 Paraguay

CIAP/115,Corr. Paraguay

CIAP/116

© CIAP/118
CIAP/121 Bo) ivi¢
CIAP/122 Bolivia
CIAP/123 Dominican

Republic

CIAP/126 Uruguey
CIAP/126,Corr. "
CIAP/128 Chile
CIAP/128,Corr. "
CIAP/129 Perd
CIAP/131 Peri
CIAP/132  Haitd

- 128 -

Title
El esfuerzo interno y las necesgidades de
financiemiento externo para el desarro-
1lo del Faraguay

Corrigendum al documento CIAP/115

Central America Observaciones sobre el desarrollo de

la planificacidr. Centroamérica
(Intervencién de Alberto Fuentes Mohr,

'Jefe de la Misién Conjunta de Programa-

cién para Centroesmérica

Central America Memoréndumn presentado psr las

ciones centroamericanas (Algunos pro=-
blemas relacionados con la preparacién
de proyectos en los pafses centroamerie-
canos

Documento de trabajo preparado por el
personal técnico de la Némina de los
Nueve

Informacién presentada para la reunién
del CIATP por el Gobierno de Bolivia

Necesidades de financiamiento externo
(Documento preparado por la Secrztar{a)

El esfuerzo interno y las necesidades
de financiamientc externo para el desa~
rrollo del Uruguay

La ejecucién del programa de desarrollo
durante 1961-1964 y las necesidades de
financiamiento para 1965 y 1966

Corrigendum

Datos présentadus por el Gobierno del
Perd a la Reunidén del Subcomité del
CIAP sobre Perd

Documento de trabajo para la Reunién
del CIAP sobre el Pert

El esfuerzo interno y las necesidades
de financiamiento externo para el dese=
rrollo de Haitf



.Doc. No.

CIAP/132,xev.
CIAP/140
CIAP/1k2

CIAP/143

Topic
Haiti

Argentina

Brasil

Brasil

- 129 -

Title

L'effort interne et les besoins de
financement exterieur pour le developpe-
ment d'HeitI

El esfuerzo interno y las necesidades
de financiemiento externo para el desa~-
rrollo de ls Argentina

El esfuerzo interno y las necesidades
de financiemiento externo para el desa=
rrollo del Brasil

Capital inflow requirements for the
Brazilian Government Program

Language

JAPPESDIX B
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APPENDIX B

FINAL REPORT OF THE FIRST MEETING OF THE CIAP

INTRODUCTION

With the establishment of the Inter-American Committee on the Alliance
for Progress (CIAP), the OAS member governmentsreaffirmed their decision to
put 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 impiied 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 them~
selves during this decade to confront and resolve-~by democratic means--the
critical problems of economic, social and political modernization; and these
responsibilities requiere a participation in the direction of the Alliance.

The Alliance for Progress is also multilateral in the sense that its
Success presumes a close collsboration 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 objecw
tives 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 governw
ments: namely, that after three years of experience with the Alliance it was
time 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
mejor dimensions of the Alliance: the domestic effort of the Latin American
nations, foreign trade, external assistance, and regional integration.

/Chapter I

Previous Pago Blank
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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 gn 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
developmant 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 in 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 initiatlion 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
tre 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
tr.e complex of measures proposed to guide and accelerate the econnmic growth of

~e 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
‘specific projects and the execution of economic. policies.

Mr. Saez pointed out that the plans studied generally had the following
wveaknesses:

a, Deficiences in basic statistiba;
b. The use of mathematical methods that are unnecessarily compiicated;
ce 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 betweua the national plans and the process of
economic integration;

f. The measures of economic policy required by the plan are treated
too generally;

8. Idttle or no baiticipaticn by the private sector in the preparation
of the plan;

h. 4Ahsence 5f conaideration of manpower resources in the plan;

i. Provlems in financing as a consequence of insufficiency and lack of
flexibility in external assistance;

J. The weakness of the inatruments which should insure the preparation
and execution of the plan in all its phases.

The CIAP agreed thet these comstructive eriticisms 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 certain 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

/aa 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 & suf-
ficient number of projects it will be impossible to attain the rate of growth
required by the Alliance for Progress. While it is true that the deficicucey
in the machinery for the preparation of projects is a consequecnce of fi.
organizational shortcomings typical of developing countriws, it iu nwo luus
true that the action of the state should give high pricrily to the meauures

required to overcome this deficiency.

In subsequent chapters of this report mention is made of other aspects
of the planning process that were considercd by the CIAP, but they are merc
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 tle Alliance and one of the most
important indications of domestic effort. CIAP will not be able to
fulfill its responsibilities unles~ the countries prepare their
development plans within a reaso.iable period. The Committee con-
ceives of planning as a continuous piocess 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 these comments to the governments and
to make them known to the agencies which provide technical assistance
in examining what action will be rejuired to fill the more obvious
gaps in social and economic planning.

The Committee recommends, on the other hand, that an effort also he
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 yct presented development plans to
proceed with their preparation, and the countries with »lans te
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.

2 Request the Panel of Experts to rrepare an analytic 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.
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4, Request the Panel of Experts to prepare a set of guidelines that
might be covered in a strategy for the development of the orivate
sector in Latin America. :

5+ Ask the Tripartite Committee OAS/IDB/ECLA for an evalua‘ion of the
~ work accomplished by their various planning advisory groups,
B. THE IMFROVEMENT OF NATICNAL MARKETS i/

1. Background and Study of the Problem

The Committee examined in detail proposals for accelerating tne Alliance
for Progress through national economic integration.g/_ The reed to improve
and widen national markets is considered to be one of tne mcst important means
to accelerate this national economic Integration and at the same time to rein-
force the efforts under way for regional economic integration in Latin America,
and to help develop conditions under which exports of Latin American agricul-
tural products and manufactures could be expanded, 3/ '

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, descrited in detail in
document CIAP/50, are well known: substantial usderutilizetion of existing
industrial capacity, sluggishness in the growth of agricultural oroduction
and income, and an increased disparity between development ievels of urban
and rural areas. The importance of this pressing problem has lcng been
recognized, Iimited and poorly organized national markets ere parts of the
underdevélopment problem itself,

1. The term "nationsl market" should not be taken literslly, 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 :g evident, for
example, that this concept may be applied to the Central Americsn Common
Market. Co

2. Accelerating the Alliance for Progress through National Economic
Integration. ' (Document Rased on the Paper Prepared by the U, S, Represent-
ative on the CIAP) OEA/Ser.H/X1I, CIAP/50 (Englieh), 7 July 1964.

3. Some possibilities in this regard are considered ir Fesolutlon
C-16/M62, First Annual Meeting o the TA-ECOSOC at the Ministeris) Level,

Mexico City, 1962,
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The CIAP expressed ite firm conviction that it was time to make a fresh
ettack on this chronic problem and to stimulate a conscious strategy to improve
and expand national markets in the Latin American countries. The eszsence cf
this strategy is to develop new initiatives and an experimental and imuginctive
approach on the part of individuals, private groups and public bodies i- latin
America leading to the launching of specific national or lncal projectis,

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 to 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 costsy 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 falr terms, can be part of this program in cases where
inflationary pressures have been brought under control.

The achievement of these ends, together witl land reform and other agri-
cultural measures, would increase @ffective demand for manufactured products;
and the availability In rural areas of efficiently marketed manufactured goods
could serve as an indentive for the diversification of agricultural production.
New and improved credit practices, natlional and international, would be a
necessary complement tq these efforts. The provision of crop and livestock
insurance would also centribute to these objectives.

CIAP felt that a successful effort to expand national markels would have
other important consequences. The diversificatlon 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 faoilitate 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
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groups in Latin America. For this purpose a revised version of

MWAccelerating the Alliance for Progress through lational Econowic

Integration (CIAP/50)," must be distributed widely.

To encourage governments to include a coherert national market

. strategy in the preparation and implementation of their development

plans, and to propose that the Tripartite Global liusicns pres:intly
working with planning authorities in various of tne latin American
countries incorporate marketing specialists in their staffe.

To request the Panel of Experts to take account of such programs in
the evaluation of national development plans. '

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 nausociations. coop-
eratives, and in the relevant governments agencies. Furthermore, to
request various international egen¢ies, and cspecially CIDA and ECLA,
to devote special attention to practical research endeavors in the
national marketing problem, especially in those ccuntries preparing
development plans.

To request the Secretary General of the N\J to esbtublish within the
Secretariat a unit for national markeuvs affairs.

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 promotc the best jossible coordina-
tion of their assistance. It is noted that certain internaztional
financial agencies have already pledged their supjort of both tech-
nical assistance and capital. Accordingly, the Chairman of CIAP
will form a working group consisting of representetives of those
international or national ageacies prescatly dealing with the many
facets of the national market problem, i.z., induetrial expaneion,
agricultural development, external financing 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,

b, To identify, based on available information, +vecific projects
which, if implemented, might carry forward natiloual economic
. integration, and

c. .To provide technical assistance and financing of such projects

upon the request of the latin American goveraments and respcn-
sible’ private groups.
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This group could include iuB, OAS, ECLA, CIDA, United States AID, IBRD.
EXIMBANK, and at the discretion of the Chairman of CIA¥ 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
Progream, 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
Progress. 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.

CIA? requested the Panel of Experts to give special attention to this

problem in thé evaluation of plans and programs submitted for their
consideration.
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Chapter II
FOREIGN TRADE

The CIAP studied the difficult situation confronting lLatin America in the
field of foreign trade. During the last few decades traditional lLatin 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 l.6 percent.l/

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
countries. The United Nations Conference on Trade and Development dealt with
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.

Moreover, in order to deal properly with the problems confronting Latin
American exports, the CIAP requested its Chairman to set up a Workimg 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 could 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 for Latin America.
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Chapter III
MAJOR ASPECTS OF EXTERNAL ASSISTANCE

CIAP 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 indebledness 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 Ior 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;

Ds 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 olLvious 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 uv.ich it
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 /merican natlons.

Global allocations of foreign aid fuids mny also be justified in the case of
countries that suffer from inflationary pressures which they are trying to control
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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 fcllowed 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 justificatiocn
is clear, the financing agencies be prepared to provide the funds needed t2 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 ox
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. CIAF also considers
that a revision of this legislation is needed. It therefore requests its Chair-
man to continue the constructive efforts ttat he has already initiated with the
U.S. authorities, with the view to achieving these ends.
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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 the principal
causes for this deficiency are the inadequate instituticnal structures of the
public and private sectors, a shortage of adequately trained technical and man-
agerial personnel, the inadequate organizaticn of such personnel, and the reo.
quirement imposed by some governmental lending institutions that foreign
consulting firms must be used for the preparation of feasibility studies,

CIAP therefore urges the Latin American governments to give high priority
to the internal reforms that are needed to overcome these institntional defi-
ciencies. At the same time CIAP requests its Chairman to make the necessary
representations to lending agencies, so that these devote greater resources tn
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 iend-
ing agencies, making contact with governments when necessary, and making reccm-
mendations for the acceleration of project generation with sgpecial 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 ¢Xisting 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 waich
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 contral in the countries over the
contracting of foreign debt., To find formmlas that will allow the latin Amari-~
can countries concerned to repay these debts without seriously interfering with
their development potential, hindering the setting in order of their fiscal ard
monetary systems, and prejudicing their international financial relations; may
be considered one of the primary tasks of CIAP in the field of external financirng.

CIAP therefore requests its Chairman to keep himself informed ! current debt

renegotiation efforts, and to be prepared to asist the member countries, if it
is judged useful by the participants.
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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 wish to invite in order
to examine the long-run and more basic aspects of foreign indebtedress; and to
propose recommendations about measures that should be adopted to avoid exczssive
short-term debts in the future. The Chairman will report on the resulis achiev-
ed by this Working Group at the next plenary meeting of CIAP.

Another important problem of foreign debt financing is the zondibions 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 thia 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
for that purpose. It is the intention of CIAP to publish a paper on requirements
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 inter
nal efforts and external indebtedness of each country. At that time CIAP should
have available more reliable estimates of requirements on a country-by-country
basis,

Nevertheless, the available facts indicate that the over-all goals c¢f 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 interpation-
al and national lending agencies with a view to determining the prospects of atiiie
tional resources becoming available for 1965 and 1966, The Chairman is request::
to coordinate these actions with those of the IDB. CIAP also recommends member
countries to give the greatest support possible to the endeavors of the IDB lc
mobilize additional financial resources, especially in Europe, in conformity wit:
the resolution approved at the last meeting of the Bank's Board of Governors
(Panamf, April 1964),

In thie respect, special attention should be paid to the fulfillment, on the
part of the industrial countries and of Latin America, of the recommendations with
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 of Goveraors of
the IDB approved at Panama to increase the resources of the Fund for Special
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Operations in the amount of $900 million and welcomed tke statement of the
Bank's President to the members of CIAP in which he declared his intention to
cooperate with CIAP and te establish policies for the Fund and its administra-
tion 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 ime
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 urgen-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, the statement of its membver, Dr.
Roberto Campos, to the effect that in view of thre resolution of member govern-
ments approving the expansion of the resources of the Fund for Special Cpera-
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 & 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 guthor-
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 CIAF; and particvlariy 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 integration 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 Associa.-
tion (LAFTA) and the Central American Common Market, and that there is orn 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, EXAMINATION OF THE PRESENT STATUS
OF THE PROCESS OF INTEGRATION

With regard to the above mentioned mandate, the CIAP considers thLat a study
to orient it in coordinating and promoting the process of integration, is a hasic
necessitye.

The CIAP is very much aware of the fact that LAFTA and the Central American
Economic Council are already :esponsible 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 institutionse-par-
ticularly ECLA--are now carrying out intesive studies oriented toward the diag~
nosis of the principal factors impeding the progress of integration and the search
for formulas to neutralize or eliminate them. Furthermore, CEMLA has presented a
memorandum to the CIAP stating the necessity for financial coordination and cocpera-
tion in ILatin 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 o1 action it might adopt to make an ef-
fective contribution in the promotion anl 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.
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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:

‘Re

b,

Ce

To identify the basic factors and circumstances which impede greater
progress in the process of Latin American economic integration,

To suggest steps to be taken by CIAP and formulas and measure that could
be proposed for acceleration of this process.

Ivn 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 agencles; and the manner and the extent to
which problems related to integration are hendled within the framework
of the Alliance,

It will coniiider the economic, legal, institutiomnal, and other types

of obstacler 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 developmeut of the countries for the purpose of identifying and pro-
moting possibilities of production for the integrated market in countries

.of smaller size and growth, It will evaluate the studies and the initia~

tives being carried out or being planned in order te ‘improve-transporta=
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 mske 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.

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 Americar 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.
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B. MULTINATIONAL PROJECTS

CIAP coansidered 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 G4/2 which created
a Working Group to inform and advise it on specific project of a regional scale,
of multinational infrastructure, and of border development. This Group preparat-
ed a report (Doc. CIAP/46) containing a provisional list of projects which, althougt
s8till incomplete, records thirty-five multinational infrastructure 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 cecretary 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 shal: 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

be 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,

Teking into account requests received by the Chairman from the Central
American governments as well ac from the Central American 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.
ce Evaluation of natural resources and survey of fiscal cadaster,

d. Grain storage.
e, FElectrical 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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