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"ARGEN TIN 4
INTRODUCCIQN

The economy of Argentina appears to be entering upon a phase of
relatively slower progress or decline since 1948, when the majority of
production and foreign trade indices scemed to have reached their peak.
In 1950, end especially during the second half of that yeer, this |
téndaﬂcy seems to have been reversed. This change Was'brought about by
three different types of factors. '

First, there was the new eaqdnomic policy adopted by tﬁe Argentine
Governmént, which aims at fostering the expansion of agriculturel
production in order to build up e ler;er volume of exportable surplupBes
end so obtain ths foreign exchange necded for increased imports. ‘

The first incentive offered to agriculture was the previous fixing
of 2 higher pricc level for the principzl procucts, which led to an
increase of 10 per cent in the total asrea sown with cereals snd flax
during the period 1950-1951. The second incentive was tle granting of
easy end sbundant.credits for agriculture ond, lastly, the 2] location
of substantial foreign exchange reserves Tor immorts of agricultural
machinery., ‘

The importance of these measure:z is anphrsized by contrast with the
policy previously followed by the Ar-entine Covernment. The former economic
policy had deliberatcly fevoured inwustry by the gronting of eample short
and long-term crudit frcilities, es well as import licences and sundry
privileges, while much less attention wes given to egriculture, the price
policy of which actually emounted to the transfer of o part of its revenuc
to other ssctors of production or consur tion.

It is not surprising, therefore, thit the rcauction in the area
sown, which scemed to heve become o structurel ferture during the past
twenty ye5rs, should have become more rnged, ¢vzcislly in the case of
treditional cfops such &s wheat ond flax. The cdisplacement toward
livestock production counterscted this trend to = ccrtain extent, for
until recently,“whun meat shipmrnite to the United Kingzdom wsre susrended,
this cconomic ativity wes sble to r:ly on & stunsdy forcign market es well
#s a sharp incrcas:z in domestic consumvtion, which was stimul-ted by
imprermgnts in the stamdrrd of living.

/The second
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The second factor which contributed to the change in the prevailing
foreign trade position was the introduction last August of reforms in the
exchange system whereby the number of multiple rates in force was reduced

from 9 to 4, and the value of the Argentine peso was adjusted to a level
better suited to the country's cxport trade, which had been seriously

affccted by the constant increcase of domestic costs,

Thirdly, the incrcased world demand for primary goods for Yearmament -
a factor indépaident of any decisions taken within the country
itsclf - has contributed to the cconomic recovery of the Argentine. There
is, however, a2 rcversc aspect to this factor, as it may not be'possible
to utilizc the foreign exchange obtained firom incrcased exports for the
purposc of freely importing cepital goods, fucl and raw materials, due to
the restrictions placed upon these so~cnlled strategic materlals by the
supplying countrics and the consequent incrcasc in prices,

Thc change is reflected in reecent forcign trode derlopments. The
guantum of expcrts in 1949 wes 32 per cent lower than the 1948 maximum,
but in 1950 it had riscn 27 per cent in relation to the prcceding year.
Imports, which following the usual trend, continuced to «xpand after
exports had fallen off, showed a less marked recovery in 1950. The risc
of prices on the world meorket, together with the raising of the rate of
exchange of various currencics, partly offsct the cffcects of the 7
exchange permit facilities gronted sinec last October. The reversal of
thc Balance of Trade position indicates most clearly the change which
took place in the foreign trrdc situction., In 1948, for the first time
in the post-wor period, therc was-a deficit of 648 million pesos, which
had increascd to 924 million pesos in 1949; in 1950, however, the Balancc
of Tradec showed 2 credit of 454 million pesos., If cxports ond imports
are cnlculated at the same rcote of exch&nge,'thc forvign exch~ng: credit
balance will appcar cven more substantinl,

The changing trend 2lso offects the gold rescrves and foreign exchange
reserves in thc Bonco Centrol which hod becn gradurlly decrecasing over a
number of ycars, Since the sccond gqurrter of 1950, this tendency has
been reversed, and botween Mzrch and Decenber thesc rescrves hod
recovered some 700 nillion pesos. The exponsion continued ot the same
rate in 1951,

The problem of the dollar shortige, which hnd become vcry’scrious;

/likcewise undcrwent
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likewlse undarwent a change, In 1950 the Argentine Trnde Brlance with the
United States showed a surplus of exports amounting to 280 million pesos,
in contrast with the deficit of 344 million which occurred in 1949. ‘

The situation is even more favourable than these figures indicaté,
since Argentina, having redecmed its foreign debt, is no longer burdcned
by servicing it and can therefore practically spend almost all the
exchange derived from exports on purchases abroad.

The terms of trade in 1948-1949 were unfavourable to Argentina, but
in 1950 theso were elso reversed and, together with an increase.in the
quantum of exports, there was a slight recovery in the capacity to import.

This recovery has been greatly influenced by the remarkable rise in
the price of wool, resulting .from an incrcase of foreign demand, which
absorbed the total accumulated stocks of carlier shearings and improved

-the bargaining position for the 1$49-1950 and 1950-51 shearings.

However considerable thesc changes mey have‘been, however, they
cannot provide an immediate solution of the fund-mental problems which
are inherent to the development of Argentine economy.

The first of these problcems may be summariged briefly, as follows:

In order to maintain the high level reached by Argentine industry, it is
also neceséary to maintain 2 high volume of imports -of capltal goods (new
and for rcplncement purposes), raw materials, fuel ete.,, for which exports
must supply -the neccssary foreign exchange. '

Thls explains the Government'!'s change of policy, aimed at restoring
agriculture as a moans of providing foreign exchange in order to safeguard
the position of industry.

The other two basic problems of Argentlne cconomy are inflotion and
energy.

Inflation in Argentina has assumed specific‘characteristics as a
result of the Government's declared intention of using it as a means of
obtaining certain objJectives, among them the redistribution of income.

The absorption of more than half the total of bank loans by the
State, together with a new banking system established in 1946, based on
the issue of currency as a means of short and long-term finencing, have
been the causes of inflation in the Argentinec,

The repercussions of thc spiral of wages and prices have already been

felt, though some attempts hove been mcde to suppress this trend by
/compelling criploycrs
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compelling enployers who gronted wage inereases, to becar the burden of
the increase without transferring it to the consumer.

As a result of the intensificotion of industrialization and the
growth of the population, accentunted by the migration of the rural
populaticn to the towns, cnergy resources are inadequate to meet denand,

The shortoge of fuel has been partially rolicved by intensive
public works progranmes, including the building of the gas pipéline‘from
Comcdoro Rivedavia to Bucnos Adres, but the proportion of domestically
produced petroleum in supplying the needs of the country is still
decreasing. ) _ ,

The best solution wouid appear bto be the utilization of new ‘sources
of hydro-eclectric power, together with an increase of drilling and
punping equipnent in the petfoleum‘industny. These developments, however,
denand substantial foreign exchange availabilities and thercfore infolve
an increasc of cxports in order to strengthen the detefiorating capacity
to import., Hence the necessity for the country to concentrate 1ts
cfforts on agriculture, not only with a view to regaining the ground
which has been lcst, but also to achicve o more advanced stage cf
development. This problem also involves nechanization and immigration,
in order to overcone the deficiency of douestic manpower,

The favournble factor of the dewend for Argentine products, arising
from intérnational rearmanent programuos, should not obscure the fact
that there ore certoin weak points in the supply situation. It should -
be remcubered thet the restrictions applied to imports, and the dollar
shortage during the period 1948-1949, did not allow the Argéntine to
cccumulate sufficient reserves of csscnticl goods to reet the current

energency.
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CHAPTER I  AVAL1L:BLIE GOODS AND PRODUCTION

The Trend of Aveileble Goods v
The coursc of Argoentine econony during the pest five years nay be
followed by menns of the estinntes of available gocds and their composition

prepared by this Cormdssion. These estinrtes show that the volume of
censwier goods and of production, expanded ot an exceptionally high rate
during the post-war period, until 1948, declining in both 1949 and 1950,
The increasc, as compared with the 1945 level, vias 73,5 per cent in
1948, 62 per cent in 1949 and 46,3 per cent in 1950,

However, the acst notoble fecture of rccent developuent is the
change which has takenvplnco in the compositimdf consurier gcods and in
production, Imports for obvicus rcascns were soriously restricted during the
war but sincc then have expanded in absolutc and relative terms, so that
they mrde up 38,9 per cent of the total supply of available goods in 1948
and 31.6 per cent in 1949, Exports rcachcd their peak in 1947, decreasing
scuewhat in 1948, and cven morc in 1949, theoretically leaving a larzer
riergin for consunption., In 195Q there was a substantial recovery of

exports.

/Table 1
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Table

Years

1935
1939
1941
1943
1945
1946
1947
1948
1949
1550

1

1

Arcentin~: avnilable Gouds ond Their Composition 2/
(In millions of pes:cs at 1935 prices)

Producticn Exports . Loports Tctal
3,558 1,569 1,175 3,164
Ly 239 1,392 1,299 Ly 146
iy 653 1,040 892 L, 505
4,583 1,040 490 4,033
l, 730 1,129 522 k4,113
5,071 1,205 1,090 4,956
5,638 1,312 2,146 6,472
5,658 1,211 2,691 7,138
2,451 892 2,103 6,662
5,201 1,126 1,94 6,019

Source:

o/

The basic date were driwn from the reports of the Banco Central
nnd of the Sintesis Estadfsticz Mensual (Monthly Statistical
Surniary) of Argentinn,

The figures in this teble differ fron those published in the
Economic purvey of Lotin ueriecn 1949 due’ to the correction of
the index of industri~l production czrried cut by the Official
Statistical Departicent and contained in a report dated
Septenber 1950 entitled Tn activided Industrial srgentina entre
1937 y 1947.  Trking the figures given by the Banco Central
the anount of aveilable geods weuld be s follows:

Years . Aveilable Goods
1935 3,164
1940 4,206 -
1945 4,319 -
1946 4,908
1947 6,247

1948 6,922
1949 6,453
1950 5,764

Provisionel.

See Table 3 for prcducticn figures, The export and inport
date were obtoined by nultiplying the respective 1935 values
by the annual indices calculated by ECLa. Since no foreign
trade statistics cre aveilable for the period 1947-1949, these
indiccs were cnlculated cn 2 sueller sample of products and
groups of products.

The significrnée and the extent of the rceccent changes in preduction

must also be considered, During the war period, prcduction wes greotly

stimuloted, as o result of the effurt to replace imperts by donestic
At the close of hostilities, it wns found that production had

goods.

bee n inereased by about 21 per cent, that is, on avepoge annual incrense

/of ~bout



N R 2
R N

AVA LB E 0003

L]
WAL Ty e B Ia0s AT 1035 PateEs

i« 2 TLABLE BCCDS

D i eTHGH
. 3 - 0ODUCTION
']
T

|
|
¢
I .
{
i
;o EPRE
f trenas L~
i ' : ~
i /
r 4
/ T
3 ! //\ e 2 -
o / f —
- m T
| Nt
| e N
I~ ‘:"‘_;—
i e -"'{—’ .
P
/" .
4

1935 T W N

UNITED HATIOND,ECONOMIC COMMISSION FCR LATIN AMLASTA

SEM; =LUOCAR - T:44rC SCalE

| -l PR B S T L--JT .,.L..__..L....L-__'.)_._L‘..---;. -,ﬂ

Y

c——y




E/N.12/217/Mdd.1
Page 9@
of ~bout 4 per CUét, ﬁhder'conditions which wurc d; tineé wneort-in *nd rt
the cost of ccnsidérﬁble deprecintibn of equipnent in mrny’sccturs,

Since l9h§, the r~te of increasc has been higher, preducticn in 1948
being 19,6 por:cent greater thon in 1945. This inerensc in 1949 dininished
to 15.2 per cent, The provisionnl 1950 fizurcs indicnte 2 further
contraotion, but the lovel shown is higher then thet for 1946,

Produgtion expnnded at o grentér’* rote thon the population, thoush
their respective curves hove recontly tended to come together,ns nny be
scen frow Chort 1. The ~pprrent per copits availability of gocds has
ramained high, however. (seevfable 2).

Table 2 CArgentino:  Populotion ~nd available Gooods
Years - —_— B . B
Populoticn b/ - avsileble goods 5
(thcuscnds) (illicns of pesos in pesos per
_ ‘ at 1935 prices) cnpite
1945 15,546 4,113 . 26L.,6
1946 L 15,767 : : L.956 . 313.9
1947 , 16,074 6,472 402,3
1948 . 16,472 7,138 : L33.3
1949 . 16,894 6,662 394.,3

1950 2/ © 17,350 6,009 ' 346.9

Scurce: * (A) Monthly Stotistical Swaucry, arsentina.
(B) Thosc eontnined in the preceding toble.

a/ Provisional,
b/ The pepulntion fipures token nt the end of ench period.
These fimgures do nct refer cxelusively tc_ﬁvsil:ble goodé for

consunption.‘ They ~re in part nnde up cf ctpitél.gCst, but it is
difficult tc determine the proportion of c;ch. In ony cdse; tho-prcceding
t~blc shows that the per c:pita.vclume sf 7ocds incronsed until 1948,
though in 1949 it fcll belew the 1947 lchl. The provisicndl dntn suzzust
that in 1950 the level will be still lower, thougﬁ 30 per cent hiszher than
thet of 1945. 1/ On thc ther hend, the contraction of cxports in 1948

— -t e ———— - —

1/ The preduction figures of the Beneo Contr-l indiente ~-les proncunccd
incresse in availeble zo.ds wer eopive, ©s follows: 277.7 - 37e or
person in 19453 420.2 in 1948, ~nd 382 in 1949.

/~nd 1949
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ond 1949 hns contributed tu the formntion »f stocks for subscquent solo
on the world narkct, though not for duncstic conswption, ~s thisc gands
camnot be ebsorbod within the country. |

Shonoes in Pr*ductiog ’

The trend of production is siidlor to that of available zoods,
rcaching o moxdrmn in 1948. The next two years show a drop below the
1947 level though the fizures are still above those for 1945 cnd 1946.
The 1950 data are merely provisional cstinntes besced on available
stntisties covering a part of the year or, clternntively, referring to
certein brsie gocds only, and are therefore subject to revisicn.

Table 3 Apgentino:.  Quantun of Producticn
(In 1illions of pusts ot 1935 3ricos)
Years . Agriculture ~nd "~ Industry  Mining Bu11ding T.tel
Livestock Production o/

1935 2,030 1,251 102 175 3,558
1939 2,190 1,665 149 235 4,239
1941 2,500 1,730 181 242 4,653
1943 2,320 1,840 201 222 4,583
1945 2,160 2,100 208 262 4,730
1946 2,235 2,370 191 275 5,071
1947 2,405 2,730 198 305 5,638
1948 2,375 - 2,760 203 320 5,658
1949 . 2,275 2,660 196 - 320 5,451
1950 _/ 1,992 2,704 © 193 312 5,201

Sourcec: Report of thc B"nCO Centrol, arz untln" and Mcnthly Steotisticnl
Swinnry.

2/ Figures taken frem the new officisl index of industrial
nanufactwing preduction, The fijures published by the
Beneo Central show a ore rapid growth up to 1944 (fron
1,251 million in 1935 to 2,410 million in 1944), ond o
slower rote of inercasce frou then on (cmounting in 1948
to only 2,544 1adllion),

2/ Provisionol.

In the post-wnr period, productive activity swung heavily fren the
agricultural sector to industry ond, while the volune of agricultural
producticn dirdinished, thet &f industry exponded,

/T:ble 4
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Table 4 © Argentinn: Distributicn of Products by Scetors
’ ' (Percentage of t. *313

1935 1941 1945 1950

Agriculture and Livestock

production 57.1 53.7 L5.7 38.3
Industry 35.1 37.2 L, 52.0
Building 4.9 5.2 5,5 6.0
Mining 2.9 3.9 L.4 3.7
Tctal . 100,0  100.0  100.0 100.0

Note:  For source and notes sec Table 3,

it present industry accounts for about half cf totsl precuction,
Until 1945, the change was chiefly brcught cbout by the increase of
manufacturing, but in the pust-war.pericd the rclotive incrcose is largely
due to the contraction ~f ~griculturc and 1livestock,production of
which, in 1950, was belw the 1935 level.

This downward trend, with the suuipn chanres whlch have cccurrcd in
agriculbural prcducticn, are the uost striking festures f the post-war
period,

It is cssontial to separ~te agriculture itsclf from cattle breeding,
and to ncte thnt the former wns the nworc Suvorcly affected by these
changes, livestock producticn having, in fuct, sprend to arens which for

-

variscus reascns are no lenger cultiv-ted.

Table 5 arzentina:  acriculturcl nd Livest.ck Producti.n
: (In :dllicns of nesos at 1935 prices)

Years Azricultural Production Livestock Producticn Total
1935 1,230 800 . 2,030
1940 1,130 970 2,1C0
1945 . 1,020 - 1,140 2,1£0
1946 ' 1,095 1,140 2,235
1947 1,210 1,195 2,405
1948 1,235 1,140 2.375
1949 . 1,095 1,180 2,275
1950 880 1,112 1,7992.
Scurce:  Repert of the Iancc Central, reonting, ond the cicn'’ly

Statisticol Sw..nry,

These figurcs su-Jost a cumplete reversz2l of the relative pusition
c¢f the two secturs, Livestock production hes gracdually filled the gzp left by
/azriculture,
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azriculture., It is reecopniscd that in srgentina there is, relatively, =
grent mobllity of the frct.rs of production, inscfor as czriculture and
livestock arce cuncerned. In certoin parts of the ccreal belt, even
whort-growin: l-nds are at tines uscd as posturc, when the forner
estinctes thet the selling price will not cover harvesting costs.
Mercover, the ficlds nct sown with cerecls nay revert to posturs “r be
sown with alfalfa, clover or sorghum.

Lericultural Producticn

N¢ secter of »roduction has shown such sudden chenges ns cgriculturc.,
This is duc to the influence of varicus facters, among which climatic
chonges and price novements nre of pricqry impertonece., The price policy
followed by the Government is undoubtedly a vital factor in determining
the attitude of the formers ot sowing tiie. The recent 10 per cent
increasc in the arco sown with cereals and flox is lorzely the result of
the raising by the Governnient of the offieizl purchasinz price of the
harvests, in direct controst with the former poliey.

Recosnising the importonee of agriculture os o scurce of fercizn
cxchange revenue to cover essentinl iizports, the Governaent hos
stimulated agricultural preduction by twice increasing the prices for
the 1950-1951 harvests., Thesc inerenscs azount to 50 per cent for nrize,
30 pcr céntvfor wheat, 21 per cent for flex ond 2 per cent for

sunflowersced over prices provailing for the previcus harvest.

Table 6 Arsentinn: Officinl Purchosing Prices for Greins
’ (In'pesous per quintal, in Bucnos Aircs)

Grains 1946/L7 . 1947/L8  1948/L9  1949/50  1950/51
Whea 17 20 23 23.50 30.50 =/
Flax 30 30 30 34 41

Maige 13 14 15.80 16 24 b/
Sunflower 28 28 29 29 29.50°

Scurce: The Review of the River Plote.

a/ Including 4.50 pescs peaid dircetly te the producer.
b/ Including 5.00 pes:zs peid dircetly to the produccr,

/Table 7
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Table 7. argentine:  ~res 3own with Coronls and Flax

(In thousands of hoctzrus)

Agriculturzl  Wheat  Maize Flaxsead Rye  Barley O=ts Tot~l

car
1943/ L 6,811 4,411 2,284, 1,825 718 2,147 18,300
1944/ L5 6,232 4,017 1,996 1,615 761 2,011  17.742
1545/L6 5,762 3,951 1,865 1,504 1,043 1,708 15.947
1946/ 47 6,673 3,612 1,905 1,94, 1,371 1,570 17,170
L94T7/48 5,450 3,319 1,573 1,766 1,049 1,323 14,576
1948/49 5,806 2,691 1,305 1,835 942 1,394 14,060
1949/50 5,693 2,156 1,078 1,863 802 1,230 12,904

1950/51 o/ 6,554 2,750 1,084 2,175 899 1,303 14,900

A
Source: Monthly Stotisticel Summory of argentine,

2/ Provisional,
Total arca sown with rice and birdsced,

Meanwhile costs, and espeeially labour costs for harVgsting have
increased as much 2s the new basic prices, The avazilable data on whent
and maize,the two main products of ~rgentinc agriculture, show that
during the course o} the past few ysers farmers have been working at a

loss, or with 2 very norrow margin of profit.

Table 8, argentina: Cost Pricc and Besic Prices of wheot znd Mnize

(In pesos pur quintal)

Years ' wWheat ilaize

Cost of average price poid Cost of average pric: piid

produc~ In In constznt produc- In In constant

tion current purchasing tion curr:nt purchnsing

pPeSOS power pesos pPCSOS POWCr PuSOS

1937 7.77 13.21 13.21 L4 .60 - 6.79 6.79
1947 14.64 17.08 9.48 11,06 10.84 6.02
1948 18.50 19.58 9.61 13,00 12.76 5,25
1949 22,44 23.02 8.65 - 14.50 15.73 5.69
1950 23.50 23.50 oo 15.50 15.50

Source: dMinistry of agriculture; The Rovizw of thoe River Flate,

The formers have lso hid to face o subst'ntiel rcduction in their
purchising power,  This imountoed to 35 per cent for wheat in 1949, as
compared with 1937, =nd 16 per cent for m.izc compored to the seme period
Since then, inflation h:s become considoertcly stronger in .rgontins and
it is questioncble to what oxtent the new prices prid by the Governm:nt
counter-balance theé inerzase in the pricoes of the goods which the farmer

/hns to purchasc,
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hhs to purchase, =nd whethor the pre-wir position has been restored,

The position of crops intanded for the domestic market his improved
1s a2 result of incrocs=d demnrd arising from the growth of the
popul:ticen and the raising of the standard of living. iloreover, fcw.
price controls have been established for industrinl crops, fruits and
vegotables;  nor has the State bought up ths harvests of thesc crops,

It is thercfore not surprising that th: arcs on which cotton, sugar
cane, sunflower, peanuts, tobacco, spurge. tung, grapevines and mate are
cultivated incressed from 1,4 million hectares in 1940 to 2,7 million in
1945 and 3 million in 1948, During the last agricultural yezr for:
which drts ~re available (1949~50), the arca decreased again, remaining
1t 2.6 million hect.rcs; but this contr:ction tonds rather to prove the
rule, since it occurrcd almost cxclusively in the case of sunflower
sced,  The price established for this seed, ns in the preceding year,
apparently discoliraged sowing and in 1949-50 the area was reduced from
1.8 to 1,5 million hecetorezs,

The difficulfy of finding a market for exportable surpluses of edible oils
induced the Government to extend far less fovourable privileges to this
product than to curexls, the export of which offers better prospects,
from the point of view of obtnining forcign exchnange.

The different tendenciess of zgriculturcl products, according to
the stimulus which they have received, mhy bs clecarly scen in the

following twblc of guintum indices of agricultural production:

Takle 9. .rgoenting: @Qurntunm of gricultural Production
(Indic.s 1935-39 = 100)

Yenrs Cereals Industrisl | Fruits and Totrl

and Flsx ___Crops _ Vegutibles —
1935 123 97 92 115
1940 90 129 142 107
1945 59 174 153 94
1946 63 120 164 ' 1¢0
1947 86 158 158 112
1548 86 137 161 115
1949 : 62 188 169 102

sourcg: Brneo Ceritrzl, sargentina,

/Thzre can be
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There can be no doubt that if the indices of zgricultur:zl
production have remained above the pro-war lovol, this - though well
below the level of incrensc in populatien - was oxclusively duc to the
incrensess of crops which were formerly considersd of less import:nce
than traditionzl crops of cercals and flix, It is not surprising
that the Government should be actively sceking a means of re-
¢stablishing the former levels of these main crops. Various
mensures have been taken during the past two years. The first of
thése‘consistcd in bringing in selccted immigrants in order to mect
the shortzgé of cgricultural manpowar attrcocted to the towns as a
rasult of the high wages paid in industry,  -nothcr measur: consist:d
in 2 progressive programne of agricultural machinery imports. for
which = sum in free exchange was allocated, Governmant policy had
previbusly sought to fivour the import of industri-l machinery and
means of tronsport by the granting of exchange p:rmmits,

' The third measure, ailready referrcd to, wis the pre-cstablishment
of'pricus, considered remunerative for fumers, for products which must
bs sold to the Government. Thougn the figures reveal that the farmars
have reactad to this incentivc, it is still too carly to say whether,
given the trend of inflation, it will be sufficient to maintain the
_process of rscovery, '

It was also proposed to extend agriculturnl credit facilities,
¢specinlly by menns of the Banco de 1~ dacién ..rgentina. -

It is ﬁremature to uxpréss any opinion =s regsrds the results of
these measurvs on the development of nrgentin: agriculture, For
instance, the purchise of agricultural m:chinery, according to reliable
sources, -wounted in 1950 to some 30 million dollars (23 million
dollars correspondong to purchases from the United Stites and 7 million
to purchaises from Burope). +s it hns beon ustiméted that imports of
essentizl agriculturzl maichinery for the period 1949/1958 would amount
to 300 to 350 million dollars, 2eccording to authoriscd sourccs, it may
be nssumed that this proc:ss is devcloping =t ths necesswry-rate,

The equipment purchised in 1950 hed little influcence on 1l-st
year's production, ns the grenter part arrived in the country ~fter-
the sowing., It is expected that in 1951, cquipment will be imported

/not only from
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not only from the Unitced 3tntes, but 21so from Germany nd Czechoslovakin,
with which countri:s irgentine hos signed tradc agreements,

However, the increasce of exports will ultimately determine the
possibility of mzintaining the volume of agricultural mochinery imports
-t an adequate level in order to r2new outworn equipment as well as to
incrense production, N '

In addition to mechanising, it will also be necessary to introducc
ncw technic:l methods in urgentine agriculture. The selection of
better and more hordy typcs of sceds, together with the elimination of
weeds in the sowings, is now being carcfully studied by official
organisations, The introduction of hybrid maize, which might perhaps
improve the yield, is still in its initial phoses and it will be some
time before it is developed on 2 commercitl besis,

Recent developments in the principal crops are shown below,

The decrense in the a2rea sown with wheat hos not token place
rcecently, The trend has been observed since 1939, which constituted
2 record year with 8,6 million hectares sown with this crop, Since
the product is principally intended for the cxport market, it is
cvident that the difficultics in placing the exportable surplus during
the warwere the primery causcs of this contraction, The Government,
which had undertaken to purchase crops at ruﬁuncrative prices in order
to maintain the purchasing power of th: rural population, was compelled
to take measurcs to avoid the increasc of production and,'in fact, to
discourage it.

The post-war period wis not propitious to the re-establishment of
. favourable foreign merket for wheat. Only between 1945 and 1947 was
therca gellers mirket, and this short period did not providc any
incentive to fazrmers who only received a portion of the higher price
prid by the importing countrics, though costs of production continued

to incr:usa,

/Table_10.
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Tible 10, .argentina: Preduction, sxports ond Stocks of wheat

¥ears LTCO SOWN Production xports Stocksz/
(In thousands
of hectares) (In thous-nds of tons)

1945 6,232 4,085 2,358 .
1946 . 5,762 3,907 1,387 -
1947 6,673 5,615 2,281 900
1948 5,450 6,500 2,179 1,600
1949 5.806 5,200 1,831 1,300
1950 5,693 5,144 2,786 800
1951 b/ 6,554 5,800 2,500 .

Source: onthly Stotistical Swmary, Argentine; The Heview of the
River Plcotes; Corn-Trade hewsg; ond Lettre d'argentine,
Sociéts Génsrile, Buenos sircs Branch,

2/ To 1 .ugust,
b/ Provision:l cstimites.,

The new Govcernment policy his led to an increns: in the 2rca sown
anounting to 2bout one million hceeteres, prroetienlly cqual to thz 1947
lovel,  Unfortunaitoly climatic conditions, ~nd specinlly the cexcess
of humidity =t the timec thc:crop ripeoned, mede iﬁ impossible to tuke
full advzntage of the inerease in the cultivoted cr:n,  Rust likewise
affected the wheat ficlds, cspeciolly in the northern port of the
province of Bucnos :iires, and in the provinces of Cérdobs =nd S-nta FS&,

In these circumstonces, the 1950-51 harveost is cstimatced at
between 5.5 and 5;8 million tons, which is zbov: last year's aversge
but still below the 1ﬁarage for fhe lost five-year period befors thoe
Se¢cond world Wor, Tzking into account the roquireients for domsstic
consﬁmption and for sced réservcs, there would only be an ¢xportable
surplus of 2,5 million tons, thzt is to sny, about 300,000 tons less
than were 2xported in 1950,  oince th:ire or: pr.cticnlly no stocks
remtining from the preceding huirvest (those were cstimated at 800,000
tons =t 1 .ugust 1950). it is preswacd th.t the figure of 2,5 million

tons is the maximum that c¢.n be zchicved,

JAize
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During the post-war period, the production 6f maize has fluctuated
aven more than that of wheat, In addition to climatic conditions and
the effucts of official policy, other factors paculiar to this crop
hive influenced production, «s the harvesting of maize is not
m.chaniscd, the incr.oase of labour costs has had considerable bearing.
Furthermor:, since it is almost cntirely used for feeding livestock
and poultry, domestic consumption varizs according to price, Demand
is mor: <lastic than that for other cercals and the domestic market for
this product is irrzgular,

There has been an extremely sharp decline in the total arca sown,

which in 1950 was only c<quivalent to one third of the pre~war arca,

Tabls 11. .rgentina: Maize Production and rXports
Years 4AIr'ca sown Production Exports
(In thousands of hcctares) (In thousands of tons)

1945 4,017 2,966 572
1946 3,951 3,564 2,200
1947 3,612 5,815 2,366
1948 3,319 5,200 2,540
1949 2,691 3,450 v - 1,092
1950 2,156 836 79

Sourcc: The Monthly Statistical Summary, argentina,

The 1949-50 harvest was one of th2 lowest in argentins historyl/
and may be considered as a loss, due to a drought of unusual duration,

Prospects are better for 1951, the sown arca being estimated at
2.7 million hectares which, under normal conditions, should produce
some 4.5 million tons of maize, which would offer possibilitics of an
exportable surplus, However, it will be necossary to accumulate
stocks and therefore it is probable that only 1,5 to 2 million tons

could b:e exported.

1/ The smallest rccorded crop was that of 1916~11, when 703,000 tons
were harvested, :

/Flax
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Flax

The reduction in the arza sown with flaxseed has becn
proportionately greater than that‘of the total area cultivated in the
country, There are various reasons for this, some of ﬁhem of a
structural order and others merely accidental, For some 20 years,
there has buen a downward trend in nrgentlng production of this crop.
The largest flaxseced SOWlng occurred during the 'thirties and the
sharp fluctuations which have taken place since then; have done little
towards rccovering the ground lost,

In order to follow thc course of flax production in .rgentina, it
is advisable to énalyse its coursc between the pre—waf p:riod and the
close of the Sccond World war and to examiﬁé the factors responsible
for those long-term-trends, The protcctionist policy adopted by the
United Statcs - formerly the principal market for ..rgentine flax —.
constituted an important factor, The attached chart clearly
demonstrates this trend, The maximum arca sown in ..rgentina coincides
with the minimum in the United States, just prior to the Second world
War,  Since then, the arca sown in irgontina has been reduced, whereas
in the United States it has been extended, The proccss has devcloped
at an increasing rate sinec 1941; the United. Stdt 2S adopt >d a purzly
protectionist policy by increasing the customs ducs on imports of
flaxsced., it the end of the war, the reduction ip the arca sown in
argentina corrcsponded approximatecly to the‘incr;aSc in the United
States., | ' '

i#8 in th: case of cervals, thé.policy adopt.d by the ~.rgentine
Government in the post-war period has tended to discourage this
formerly truditlional and highly remunerative crop, | ’

"In the first place, the substantial increase of expor£'prices
when demand expanded proved an.incantive to the flax importing
countri:zs who soﬁght to find othur suppliors o;, alternatively, to
develop their own producﬁion of this szed, The United States not
only becam: sclf-sufficient but in time becams an exporter.

The total industrialisation of flaxs-ed also affected its
productioh and sale. The prohibitien on exports of flaiseads betwsen
1947 and 1949 was included in this policy, the objoct of which was to

/increase =xports of
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increcase exports of flaxs.ed oil, 0il stocks accumnulated and th:
Government's plan failed, leading to the lifting of the ban on

unprocsessed flaxszed,

Table 12, a~rgentinac Production and Exports of Flax
Ycars APCa SOWI Production Export of Export of
' flaxsced linsced
_— —_— ——— e —oil
(In thousands (In thousands of tons)

of hzctarcs)

1945 1,99 787 134 .

1946 1,865 964 37 148
1947 1,905 1,034 - .. 213
1948 1,573 901 . 53
1949 1,305 433 . 57
1950 1,078 676 30 o215

Source: Monthly Statistical Summary of ~rgontina,

There seoms to be no change in the tindency so far as the 1950-51
agricultural ycar is concerned: the area sown is practically the same
as last year (about 1,085,000 hectares), Reliable sources estimate
that the crop will not execed some 500,000 tons, However, exports
will probably maintoin their former livel in view of the remaining
stocks from previous harvests, (Stocks held by the Instituto ~rgentino
para la Promocidn del.Intercambio (nrgentine Institute for the
Development of Trade) are estimated at 145,000 tons. of sced and
200,000 tons of oil), The exportable surplus might therefore amount
to some 800,000 tons (including sced, oil and by-products expressed in
terms of sced).

Qther Cereals )
On the whole, there has been little diffzrence between the trends

of other grains and the three examined above, The reduction in the
arca sown and in production has been less marked and the problem of
placing an exportablc surplus on the world market has also been less
szrious, becausc the increase of livestock production has contributed
to incrpase the domestic markest for these grains, which are uécd )
chicfly as forage rather than for humanlconsumption.

/Table 13,
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Table 13, arg:ntino: Production and Bxports of Sscondary Cersals

(In thousands of tons)

Years .Qats Barley " Rye Rice

Produc~ Ixport Produc- Export Produc~ Ixport Produc- Zxport
tion tion tion tion
1945 1,099 837 >73 267 189 146 139 s
1946 . 797 333 836 656 293 155 129 ..
1947 684 68 . 1,171 611 552 247 121 .
1948 824 .e 804 oo 471 .o 116 .o
1949 . 733 . 613 . 305 .o 121 oo
1950 2/~ 540 400 395 100~ - - 277 - 200 - 138 .o

Source: Monthly Statistical Swmmary of ILrgentina,

a/ Provisional data,

The cas: of rice differs entirely from that of other cercals, as
“it is produced exclusively for the domeqpih merket, . Production
increased sufficiently to mest domsstic consumption, though in some
years it hos bsun necessary to resort to iﬁports invordcr to close the
gap.

Sstimates of the arca sown in l950-5l do not suggest any incrcase
in the production of oats, barloy and ry; during the current year., The
oats and baﬁ}cy harvusts will‘probxbly amount to some 300.000 tons, and
ryc about 250,000 tons,  Exports, howeﬁer, might be incrcased by the
remalning stocks df earlicr harvests and 2s 2 result of the trade
:agreamente entercd into with certein Europecan countries, ensuring a
market for these surpluses; '

Industrizl Crops

This scctor of irgentine zgriculturs Apperrs to be affected by
other faoctors than those which influence the development of the _
traditionzl crops, The fuact that industrial crops depend‘largely on
domestic demand has cnsurcd an almest constant impoetus to their, |
devclopment,

with the exception of sunflower sceds (which should, in fact, be -
studicd in conjunetion with cereals and flexsced), 21l these crops are
cultivated awry from thc main agriculturzl arca of the South and the
Pumpas, wher: livestocx, cercnls and flax ar: produced on a large. scale,

/Sugar is cultivated
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Sugar 1s cultivated in Tucuman 2nd 3altag

and Santiago del Estero;

cotton in &1 Chaco, Formosa

the vineyzrds spread around Mendoza and San

Juan; and both maite and tung are grown around Misiones, on land which

is not used for other crops.

The production of these crops has not

suffered from the shortage of labour which has affected the traditional

crops and, in addition, their selling price has been adjustable to costs

and the increase of demand,

Table 14, Argentina: Industrial Crops
Yearsv Cotton  Sugar  Sunflower Peanuts Tobacco Tung Grapes Yerba
) cane mate
I. Area cultivated
(In thousands of hectares)
1945 382 239 1,492 .77 22 L 148 66
1946 375 252 1,638 182 28 L5 157 66
1947 397 250 1,609 146 - 30 . 51 159 6L
1948 421 249 1,533 122 23 55 169 b4
1949 517 249 1,806 97 27 54 170 A
1950 488 250 1,491 101 26 55 170 6L
II. Production
(In thousands:of tons)
1945 218 6,560 985 158 21 12 942 8L,
1946 190 8,039 890 156 , 29 11. 1,099 99
1947 219 7,445 688 113 27 43 1,259 121
1948 - 279 7,088 930 105 20 L5 1,514 112
1349 308 7,060 1,088 5L 26 55 1,218 .
1950 432 7,068 712 L7 25 .o

Source: Monthly Stotistical Summary of %rgentina.

1,481 .

The cultivation of sunflower seed expanded remarkably when

Argentina attempted to cover the gap in the consumption of edible oils

with domestic production;

but in recent years there has been little

expansion and, in fact, production has tended to contract.

As has been’

stated, the Government itself, in the recent readjustment of basic

prices, granted less favourable treatment to sunflower seed than to
cereals and flex in the belief that this product, which exhausts the

soll excessively, competes with other more desirable crops which

provide greater foreign exchange revenue,

/On the other hand,
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On the other hand, cotton production hzs increcsed, stlimulated by

the growing demand of the domestic market, Certain regions in the
north of the country have modified both their physical aspect and their
economic structure as a result of the introduétion of this crop, It
has been estimated that in 1950-51, 505,000 hectares of cotton were
cultivated, representing one of the largest sowlngs to date, It is
expected to surpass last yezr's production, which amounted to 388,500

tons of raw cotton, ‘
Tung, which produces a valuable oil, figures among the permanent
crops. Foreign demand grew considerably during the last war, 5nd the
trend of events in the Faf Last, where the largest plantations are
found, -has revivicd interest in the Argentince product. _
In order to cover tho war-time shortege of imported olive oil
from Spain, Italy, rronce and Greece, large olive groves were developed,
the present nroduct of which is destircd exelusively for domestic
consumption. ‘

The wroauctlon of olives incrersed from 9,5C0 tons in 1945 to
23 600 tons in 1950; and a still greater cx»onsion is anticipated due
to the ln~rge nunber of trees rlanted, which will be bearing fruit wittn
the next fow years. '

Tez figurcs monys the entirely now crops thot have recently been

- introduczd into /irgontina. The plentntions arc located in the
iisioncs area and in the nrovince of Corricntess Production began in
1946, incrcesing from 100 tons in that yueor to about 50C tons in 1949,

4s a result of the trode rerecrents entered into with Brazil, the
harvesting of mate in Argentins was limited in ordér to continue
imports from t-c former country. However, since 1947, vrroduction heas
increzsed 50 rer cent as compored with the nre-wer period.

The number of vinevarcs hns growm slowiy ond since 1945, vhen the
planting restrictions were 1lifted, winc consumntion has increased _
substantially, in a mcasurc corrcsponding closzl:y to the growth of the
vopulation =nd the purchasing nower of tic labouring clssscs, In 1945
nroduction of winc was 710 million litres, as coemparced with 1,070 litres
in 1949, & littlc lower thon in the pycccdigg vear, which had mnarked

an all-tine record.

/Fr1wtu _ond Vegotebles
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Fruits and Vegetsbles

The most strikiné cxpansion of any sector of agriculturel
production was that of fruit and vegetsbles, It should be remcmberec.
however, that the improvanents in stotistical methods may tend to
exaggerate the cctunl prégrcss made, At 2ll events, therc has been 2
remarkable inerense in the production of certain crops, such as
tomatoes - lcading to the development of an important preserving

industry - and meny other varieties of fruit.

v

Table 15. Argentina, Production of Fruits and Vesetobles

(In thousnnds of tons)

I. FRUITS
Crop Peach Trngerine Apple Orenge Pear Grnpes
(Year) _ (not for
' _ : wine)
1940/41 904+ 149.8 88.5  313.4 98,7  210.0
1945/ L6 17349 7740 162.9.  211.7 121.0 19447
1946/L7 14048 961 143.2 244,.0 9443 141.2
1947/48  133.7 103.8 96.1 249.5 73.3 197.8
1948/49 130, 94440 173.0 ~ 298,0 11545 1875
1949/50 137.7 87.9 19644  276.5 92,1, 213,3
IT. HORTALIZ.
Crop Sweet pototo Onion Potato | Tomato Scuash
(Year) ——
1940/ 41 21,5.7 . 1,053.0 . .
1945/ 1,6 355,1 139,86 1,182.5 15546 199.9
1946/ 47 3979 125.5 81440 16347 24440
1947/ 18 381.1 © 10l.4  1,063.3 187.3 229.9
1948/ 49 357.8 81.9  1,012.7 183.2 187.3
1949/ 50 343 82.3  1,167.1 209.9 .

Source: ionthly Strtistical Summnry of Argentina

- The improvemant in the stondard of living is the main factor in
this increasc, with the added incentive of exports of such fruits as
pears, apples and grrpes to Brazil and the United States,

Iivestock Productioh

Livestock mocuction has expended, in direct contrast to the trend
of agricultural nroduction, for the above reasons. Progress in onc

/sector hos
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scctor hrs nerrly olways ceincided with a decline in another, and this
trend has been extrcordinarily merked during the post-war periode It °
had neverthcless been observed earlier, when market possibilities for
grain were poor as a result of the closing of the continentol markets
of Europe ¢nd mcat exports to the United Kingdom continucd to expand.
On the other hand, domestic consumption of cerecls incrcased solely os
2 result of the growth of the population, whilst the consumption of
mcat on the home market expanded 2s a result of the improved standard
of living, and a substantial migration of a part of the rural population
towards‘the towns, where more mect is normally consumed. Another factor
which contrituted to the develomment of livestock production is the
fact that its labour rcquirements per hectarc are much smeller than those
of agriculturc, which was seriously affected by the exodus of the rural
populations. ' ‘

Cattle

After a smnll decrecase between 1939 ond 1945, totzl production of
meat has continued to increase, os may be scen from the following

table,

Tablc 16 Argéntina. Production and Ixnorts o¢f Beef
' (In thousand of tons)

Years Domestic consumption Exports Total
1939 596 699 . 1,295
1945 i 961, 374 1,338
1946 1,101 443 1,544
1947 1,260 , 643 1,903
1948 1,377 471 1,848
1949 1,&&9 L67 1,916

. Source: Monthly Statisticsl Summery of Argentinae

. The most significant develomment of the period under revicew is the
increase of domestic demnnde Whercas before the war, 46 per cent of
the total production was dcstined for domestic consumption, by 1949

83 per cent was used to mcet domestic demendse  This increase is still
greater in absolutc toerns, as will be scen from the fact that «

, .
/ consumption
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consumption rose fram 500,00C tons in 1939 to 965,000 tons in 1945 and
to 1,45C,000 tons in 1949. '

Tre incronsc can be partially ascribed to the policy adopted by
the Governmoent, whereby subsidies were granted in order to maintain
prices at a relatively low levels Howover, the suspension of this
measure in July 1949 did not causce a decrease of domestic conswiiption
because the income-level cnabled. the populetion to bear the 30 per cent
price differcnce. '

Beef exports have followed an entircly different trend to that of
domestic conswaption. In 1939, 700,000 tons had becn cxported, 4
principally by the cold storagec warchousvuse In the post=-war period,
the volume of meat cxmorts was considersbly lower (only 374,000 tons
in 1945). The appearance of new buyers on the market served to revive
exvorts, but this was a purcly tanporéry factor, as these nurchases
were nostly mode by devostoted European courntrics, with 2 view to
replacing their stocks of cattlcs. In 1947, the post=war meximum of
643,000 tons weas recorded, since when cxports have fluctuated between
450,CC0 and 475,000 tons, of which 400,000 were placed on the
traditional British market, as a result of inter-goverrmcntal
agreements which are rencwed annually. o

In 1950 exports fell suddenly to 280,000 tons due to the suspension,
in July, of shimments to the United Kingdoms Since the devaluation of
the pound sterling, the United Kingdom had refused the Argentine
recucst for a price‘incrcesc, at lcast proportion~l to the devaluation

of the pound sterling, in which currencr prices had been agreed.
In order to understand the Argentine position better, it is

nccessary to go back and define the relation between British imports

of Argentinc goods and British exports to the Argentine since the
pre=war pcriode. For this purpose, we have talen Bfitish import and
export stetistics to establish average annual rrice indices for the
principal goods traded, toking the price of meat as a term of rcference.
The price of meat had increased only 126 per cent in 1949, =as compored
with its nre-=war level (19378100), while the pricec of 3ritish coal had
almost trecbled, that of British mrnufrcturcd goods was two and a
guarter timcs grester and tin plate prices had risen by 155 per cent.

The t crms of trade were unfavourable to Argentinc beef on the British

/market,
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merket, since it ®uld only be exchonged in 1949 for 57.4 ner cent of
the 1937 purchasing powecr of coal, 69.3 per cent of'mchufacturcd goods,
and 88,6 per cent of tin platece The price rclotion showed an
improvement in 1950, though therc was no rcturn to the pre=wor lovel
of purchosing power oxcept for tin platce Morcover, the position as
regords this product is unicue since the United Kingdom's supplics of
tin plote to Argentina nre prineipally used in the manufeetuvre of
containers for foodstuffs, which arc then exported to the United
Kingdoms The attached toble and cherts indicate that the terms of,
trade of Argentine meeot hove only been fevoureble as regards tin plate
prices, and solely during the period of war=time danergencye

Rearmement will probobly bring ~bout o recurrcnce of these conditionss
Toble 17, Argentina. - Indices of Argentinc Becof Exports to the

United ¥ingdom ~nd of Products Importcd
from the Unitoed Kincdom

1937 = 100
Yecrs  Frozen  Cozl  Tin-  llonufhe- Price Rolstionshio
beef plate turcd‘/ -
‘ goods® Becf  Beef Becf
Cocl Tipplde Illanufactured
Goods

1940 129,5 139.2 123,2 129,2 93.0 105.0 100.2
1941 151.3 169.6 139,0 161.8 £9.2 10648 9345
1942 174.1  182.4 139.6 189.L 954 124.,5 91.9
1943 181,3 19042 1h5.2 224,2 95.3 124L.9 80.9
1944 19Ce2 - 204,9 149.6 214.1 92.8 127.1 88,8

1945 190.,0  215.7 147.4  21L.6 86,1 128.9 88.5
1946 20C.3 219.6 175.9 2L3.4 91.2 113.9 82.3
1947 20042 256.9 202,8 29C..L 7749 98,47 68.9
1948 186.6  LO0.O 227.1 333.7 4646 8242 5549
1949 22643  39L.1 255.4  326.4 5TeL 88,6 693

1950 286,3 399.,0 266.1 321.4 @ 71.8 10746 89.1

Sourde: Annuel Stoteoment of the 'Trade of the United Kiﬁgdom, published
by the Dorrd of Trrde.

Ncgotiﬁtions hove continued between the two govermments, eoch of
which hns, with sm~1l concussions, arint~ined its position nnd up to
the present (fiarch 1951) no further shipments hnave been modes  Due to

'/thc incrense
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" the incrense in domestic consumption, the problem is less serious than
it would hrve beoen ten yenrs ago; nevertholess, ié‘hds been necessary
to take steps to lessen the impret on the domestic econony ~nd the
balance of pajraents crused by the loss of the princip-l merket for
argentine meat,, In the first olree, ~n effort wns m~de to find new markets,
one of the first to bec established being_brazil, to which Argentina has
undertaken to ship 3,000 tons weskly. Secondly eon attempt wos made to
modify the sloughtering progrorme in order to concentr~te on tinned
meats, since thesc con be ploced on markets such as the United Stetes,
where there is a2 bon on the imnort of frozen or rcfriger-ted ment from
countrics in vhich foot ~nd mouth disc~se is known to cxist. In 1950,
the United States imported 70,000 tons of tinned meet from lArgentina,
25 compored with 20,0C0 in 1949. liorgover, it wns sought to rcploce
the production of fot steers, which rre used for the supply of chilled
meat ord which rcouire snecinl fields for vintering, by lighter steers
of the type consumcd on the domestic mnrket,
This measurc wos complemented by esnother, designed to ennble
Argeritine to rnrofit by prevniling conditions in order to build up
the stocks'affecteakgrthe groot drought which occurred at the ond of 1949
- and early. 1950.Consequently in November of 1950 it was decided to decrease
the slaughter of heifers, young bulls ~nd calves as of December first,
to = total of not morc thon 50 per cent of the number registered in
the corresronding month of the nreceding year., The purpose of this
measurc is to rctrin the grown animels in the pasture until their age,
condition and weight ~re such that they will yield a greater volume of
meat when sl-ughtered. ' :
Lostly, with » view to the future, a lnw wns nnssed 1n September
1950, estnblishing the Instituto Ganndere Argentino (Argentine
Livestock Breeding Institute). This body functions as an independent:--
government entity regulating:the various phases of meat production;, until
the product is placed on the market.
The main chjcct of this organization, which carries on and
smplifies the functions of the old Juntn lincionrl de Cornes (Notional
lieet Bonrd) is "to rvoid in the future the predomincnce of certain
types of production;»to obtrin the highest possible productivity
compatible with the different types of posture; to sho?tcn the cycle

of nroduction ond, without additionsl labour, to incresse the tonnage

/of ne~t
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of mect nroduced, to render actively preductive many zonocs which hnd thus
far been considered niorginel; end, fin~1ly, in accordnnce with the
gep~econcmic choracteristics of the country, to stimulate production of
the typcs of cattle best suited to the foreign morkets. These aspects
~re ot the cere of the Argentine livesteck problem, ond, therefore, the
me~surss token in this direction should be ¢ loscly connected with the
Government's troade policy";

Sheep

Foreign dem~nd is the predominant foctor in this sector of livestock
production ~nd bfeeding is subject to the relotive morket possibilities
of meat or wool, On the other hond, in o l~rge prrt of the country
sheep and cottle nre bred alterm~tely, nccording to the relative vrice
advantoge to be grinede During the post-wnr period, ot lerst until 1949,
the market wns more fovoursble for beef than for mutton, and the mimber
of shuep therefore declined shorply. (It wos ostimn~ted thet in 1949 there
h~d been o reduction of 3 to 5 million heads s combnrud with the 1947
total of 50 million,.)

The pre=war level of sloughtering wes doubled in 1947 but it hos

since declined.

TIable 18, Jfrgentinc. Consumption ond Txport of Sheep

(In thousands of tons)

Yaeors Consumption Exports A Total
1939 65.1 69.7  13L.8
1945 553 160.6 215.9
1946 55aL; 162.8 -218,2
1947 5345 17645 , 23040
1948 ' 558 107.7 163.5
1949 52.0 : 8L.9 136.9

Source: liinistry of .griculture< ~nd LiVustock‘Broeding.

Sy e - e - - - - - -

-—

;/ From thc renort mrde by the Hinister of Zconomy during the coursc of
the Parliamentery Deobnte which preceded the voting on the ahove
mentioned 1rws Septomber 1950,

/The siturtion
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The situntion hns chonged rodic-liy in the course of the lnst ten
vearse  In 1939 cxports ncccounted for 52 ner cent of totnl nroduction,
wherens in 1945 they accountod for 75 per cent -nd in 1949 for 62 per
cent. Consumption h~s fnllen ~s n rosult of the prefercnce for beef
shown by the Argentine people who now hrve o hidher income level. The
lorgest consunntion of mutton is recorded in the rur-l ~recs, -mong the
pionse The exodus of the rurnl population townrds the towns has chonged
_both its hrbits ond the pattern of distribution‘of mcnt consumption.

Aorndical chronge in the demnnd for wool hos nlso occurfed recently. .
In this cesc, forecign demrond predominatos (domestic consuaption in snite
of thu exprnsion of the wool industry, nbsorbs only sbout 30 to 4O per
cent of each she-ring). Up to 1940, wool nrices were relrtively firm;
on the whole they tended to inerensc less thor thosc of other raw
materinlse The grodunl liquidation of war-timc stocks had affected the
merket during tho corly post=war period, preventing rroducers from
adjusting their sclling orice in rel-~tion to increnscd costss It is
therefore not surprising thot the total nroduction of esch shearing wes
progressively lower. llor did exnorts increrss, cxcept for o brief neriod
in 1946, when Durope purchrsed lorge quentities in order to restore
wool stocks. )

The improvement in \rgentine cxports in 1950 was nortly due to on
incrnnse in the nrice of wool ~nd the fret thet it. found ~ rendy market
in the Unitod Stotese.

It is cstimnted thet tre 1950/51 shcaring will be cbout 1C per cent
hisher thon thet of the nreceding year, but morce rmnle rccovery connot
be exnected until the prsturcs hnve been improved. “xnorts moy rench a
tot~1 of 140,00C tons, ns there arc now no stoclis loft over from
previous shenrings ~nd domestic consumption is Iikely to rcmain_ht'about

60,000 tons.

/Table 19.
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T~ble 19, irgentinc, Production and Sxports of Wool

(In thousands of tons)

Yecars Production Export 5/
1945 , 241.8 158.7
1946 23843 2064
1947 : 2303 1717
1948 20443 181.8
194G 190.0 96.4
1950 ‘ 180 0 147.0

Sourcel Ministry of ;grlculture ~nd leestock Breeding, and honthly
Statisticrl Sumery of fogentine, /

g/ Includes wnshed ~nd cambed wool, in terms of unwashcd woole

The siturtion was reversed in 1950 due to the iiquidation of stocks
accumuloted by the Unitcd Kingdom during the 1nst wor. Maximum prices
were paid for wool nnd there wns strong compctltion bctween forcign “nd
locnl demnnd for the better qualitiese.. ° ,

The incrense in the price of wool mlghtywcll be termed spectocular,
The trend begon in 1948, wﬁcn for the first time the price of wool
~ increcsed more thon the price of leather, another livestock product of
great importnnce in Argentine CCONOMYs

In 1950 the price curve rose vertically, especinlly after the world
emergency- ip Korea ns n result of reamamcnt. DNo other Irgentine export

hns recorded so great an ‘incrensc 1n-prlce.

Toble 20. Argentina. Avernge Prices for. Wool »nd Srlted Cattle Hides

", Indices 1945 = 100

Yeors ' 'Wbolﬂl Ty S»lted Cottle Hides
1945 ' ‘ 100.0 100,0.
1946 12447 145.3
1618 212,1 200.9
1949 26640 23449
1950 March , 35247 232.1
n. June ' L39.4 286,.8
" Qctober " 827.1 : 344.3

Souﬁgg; The llonthly Stotistic~l Suniinry of .rgentina,

g/ Weighted ~vzrnge of commercinl quelities sold,
/Hogs.
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Hog breeding in Argootine is much less import-nt thon thot of
cattle, esmecinlly -s rogrrds exportse During the weor, breeding developed

R

consisteatly ~s ~ result of the low orice of mrize, which could
profitnably be tronsformcd into pork or poultry. UWhen these cxceptional
circunst-nces ro longer nrevoiled, the production of vpigs dropped, in
sorie cnscs considertbly, ~s may be seen from the figurcs in the following

toblee  In 1949 there wes n slicht recovery but nmot to earlier levelse

vl
v

Icble 2l.  Argentinc. Consunmption and Zxport of Hogs
' (Tn thousrnds of hend)

Yaonrs : Fxpert Consuription Totalé/
1945 2,292 1,592 3,969
1946 1,416 1,069 2,550
1947 790 281 . 1,1C0
1948 34, 316 1,330
1949 1,375 Co 355 1,768

Source: The llonthly Stntistical Sumary of .rgentina.

g/ ~This refers solely to slnughter in cold stor~ge worchouscs, frctories
and controlled slrughter houscse FHowcver, uncomtrolled slrughtering

is not so import-nt rs for sheep ~nd cattle. It also includes

the industrial consumption of products which sre principally used

~s foodstuffs, )

Prices of hogs h-vc not been limited by officirl controls and have
risen to n grenter extent then those of sheep ond . ‘
the post-wor period. Howcover, since no subsidies were gronted for the
sale of pigs ~nd since prices depend lorgely on the cost of mrize, it
1is hnrdly surprising thot with the high vrice of this cererl, the

production of hogs hns not incrensed,
!

Toble 22, Argenting. Aversge Prices for Livestock

Indices 1945 = 100

chrs Cattle - Sheep Hogs
1946 9646 © 1134 17349
1947 128.L 123.1 277 o4
1948 137,6 126,6 25047
1949 159.3 164.2 22545
1950 Mnrch 196.1 208,0 255.8
" June 173.8 272,7 314.8
" September 0 205.6 ‘ 25740 37547
Source! The Monthly Statistical Summery of Argentine,
" Note: On the bnsis of avernge vrices por hend in the morkets of

Liniers, .vellanedn ond Rosarios ,
/INDUSTRI.L FRCDUCTION
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INDUSTRILL PRODUCTIOle

Lobour

The growth of industry is the most remorkable develomment in the
evolution of Argentine economy, not only in itself, but in contrast with
other nctivities, There are various merns of assessing this. growth,
but the rosults obtnined arc not always the same.

" In the first ploce, the position of industry must be considered in
rcel~tion to the geinfully employed populstione. Before the wor (1937)
13 per cent of the goinfully cmployed populrtion wns cngeged in industry,
whilst ot the close of hostilitics this propdrtioh hnd increesed to 17
per cent. \Agcbrding to the lotest estimntes, mgre thon 20 per cent of
the gninfully cmployed population of Argentinag- 1s vngrged in industiy,

not including builders ~nd artisens.

TIrble 23.  Argenbinas. Totol Gainfully Tmployed Populstion rnd its
: Proportion in Industry

Years  Gninfully Employed Populatibn Geinfully Jmployéd Populntion
' : in Industry

(In thous~nds of persons)E/ﬁ (In thouswnds, - (as a & of
, of‘pursons)E/ the total)

1937 54560 : 716 : 12.8

l9h3 6,000 1,027' 17.1
1949 6,800 1,410 20.7

Source: g/ Approximnte vstimates basced on the opindons of various
cuthors, prineip~lly Moyono, Llerena cnd Llorens.

p/ Istimrtes besed on indices of labour activitics.
In the six yeer period, 1944~50, some LOC,000 persons hove been
cbsorbed by industry, thet is to szy, about 66,000 ycarly, In the

preceding six year period, 1938/194L, the totsl increesc mounted to
300,0C0 persons, or ~bout 50,000 ycorly. Since it hrs been cstimeted

;j This scction is brief and limited becouse the Comission is preporing
a complete rnalysis of the develomient of fArgentine industry from
1937 to 1950,

g/ srgentine, Socisl ~nd Jconomic, .by Iioymno Llerenn, R. lorcenario
and E. Llorcns, Bucnos lLires, 1950,

/thﬁt the naturel
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th~t the noturel growth of the ronul-tion is such thet procductive
retivitics ond services mey drow on on adcditionnl 45,00C to 50,000 persas
each yeer, it mey be nssumed thot industry hos not only absorbed the
whole of the incrense of the working popul-~tion, but ~lso thot it offcrs
strong compctition to other zctivitics in so far os the demend for

lrbour is concurncd. During the first phrss of industrislisction, full
cmployment did not prev~il in irgentina, though, strictly smcoking, there
wes no uncmployment, and industry absorbed - » large number of ulthcr brdly
prid or scnsonnl workoers. i

Industry grndually recruited 1-bour among the fomrle population of
the provineiel towns ond cmong the rurnl populntions who migratcd to the
lerger urb~n centres, drovm by the higher wrpge lovels,  The aefinitoly
industrinlist policy of the govermments in pover prior to 1943 favourcd
this displrcenent of the populntion which, in other circunstrnces, would
have occurred for more slowly -nd in the mensure in which the
mechanization of ~griculture Urov1ded 1n avail-ble lﬂoour surplus for the
uevelovmcnt of other occuprtions.

48 was pointediout in the section on livestock production, wherccos
there wns ~ shortnge of l-bour in ~ngriculture, cespecirlly in the more
extensive crops, ~nd -lso on the small plontations, the products of which
supply the home nrrket, there hes been no such short-ge in industry.'

Irmigr-tion, which hns intensified during the prst fow years ns a
result of govermment ~ction, hns been looked upon ns onc of the solutions
to the problenm of short-ge rnd deficient distribution of labour, but only
rccently hove sntisfrctory results been obtrined (138,000 immigronts in
19485 157,C00 in 1949 rnd 160,000 in 1950),

The number of pcrsons cngrged in industry increasced 86 per cent in
10 years (1939-1949, whereas during » similer period (1937-19L7), the
incrensc in agriculturc wes only 37 pur cente.

Howcver, ngriculturc ns o whole in 1949 still qnolovcd ~ grenter
nuiber of nersons =~ including the fomilies 6f the famors -~ than industrys=

.

;/ Persons Engaged in Agriculture ~nd Cettle Brecding
(in thousnnds).

1937 Ccnsus 1947 Census

Frruacrs LLO L4LO
Frmilics of f~rmers 752" LL9
Geinfully emnloyed workers __807 1,105

1,999 1,994

Source: Aericulturcl ~nd livestock Census and Monthly 'S%ﬂtiﬁticél
qw HIl" Y 4% 2 1 L
= Of Dy:Caclod i /1t is int. resting
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It is intcresting to note thot between 1937 and 1947 the number of
persons included as frmilies of famwers decreased by over 300,000, which
tends to confirm the migr-tion of the undernnid rurnl population to the
towns.

Toble 246 Argentina, Population Engnored in Industry
(In thousands of persons)

1939 - 1943 -1949
Owners or menaging directors . 57 73 95
Imnloyees 78 . 110 145
Labourers S 574 680 1,070
Frmilies of owners 22 25 30
Home workers A 55 - 70

Total , 775 1,027 1,410

Source: Industrial Stotistics.

Volume of Production

In order to measure the quantum of industrial nrroduction, two series
of statistics are awveilebles The first, uscd in Iconondie Survey of Lotin

Jnerica 1949, wns obtained from the estimrtes of the velue of production

nade by the Argentine Central Brnk, covering the reriod 1935~48. The
second series, prcpered by the Servicio fstndistico Oficial de la
Repiiblica .rgentina (irrentine Officinl Stotistical Service), wes
nublished recently.~ Since therc is o substentinl difference between'
the two series, it hrs been deemed ~dvisnble to couparc them together with

the indices of lobour employmont.

l/ In 2 pomphlet entitled La /ctividnd Industriol .rgentinc, desde 1937
2 1949, (‘rcentinna’s Industri~l Activity 1637-1949), Ministry of
Technicrl Lffrirs, September 1950,

/Table 25,
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Qu-nturi of Industrinl Production
1937 = 1C0

——

Yeors Brneo Centrnl Officinl Btntistical / Totnl L-bourecrs
cnleulntions Service c~lculrtions mployed
1939 - 109.1 108.1 109.3
1941 1253 ‘ 112,58 124.9
1943 151.3 . 119.3 149.9
1944 15644 ‘ 135.3 163.3
1945 149.8 12663 172.6
1946 15C.7 . N 153.7 185.5
1947 162.6 : 177.1 19544
1948 164.9 179.4 19745
1949 e : 172.8 195.5

Source: Annual Reports of the.Banco Central and Lo JActivid-d Industrial
irgentinn, desde 1937 a 1949  published by the Officicl o
Stnatistical Service. September 1950, .

E/ Includes manufacturing onlye

4

.8 oy be seern, the diffurcnces ~re apprecinbles iccording to the
figures of the Central Benk, tho period of most ~ctive growth in industry
occurred between 1937 ond 1944, when the snnurl rate of exponsion was 8
per cente. Cn the other hand, nccording to the officinsl statistical

service, thc rate of increasc over this period wns only 5 per cents In
the following, that is, thc vost=wnr pcriod, the Banco Central's
stotistics show o morce gradurl rate of develomment, with slight reductios
in 1945 ~nd 1946. Thc Official Stotisticnl Service, however, records a

~const~nt growth, incrensing in rotc until 1948, The tot~1l incrcnse
between 1943 and 1949, vhen o maxinum was renched, 1s equiv-lent to 50

per cent, thot is, ~n annunl aversge incronse of 10 per cent, whercas
the Benco Central figures indicote on ennucal increasc of only 2 per cent.
During cll the period under obscrvotion (1937-1949), according to the
former source, the rote of cxrnansion of the quantum of industrinl
production wos 73 per cemt. It is not surprising thot the report in
which these Tipgurcs were nublished stresses thot this develoment wos

the grentest during the periods. 1t should be noted thot it is greeqter
then that of Conrda (71 per cent), of Chile (69 wer cent), of the United
Stotes (56 per cent), of Sweden (55 per cent), Finlend (L3 percent),

/Euxico
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Mexico (41 per cent), Ircland (39 per cent), Denanrk (37 per cent) ~nd
lorway. : o o

The Banco Central figures also show a substantial expansion (65 per
cent) which suggests that Argentina's position would be between that of
Chile and the United States.

The preceding table also indicates that between 1937 and 1943 there
was a marked correlation between the indices of labour employed and the
quantum of industrial production calculated by the Banco Central. This
" leads to the aséumptién that the value of production at constant
prices in the celculation of national income based on labour
employment. However, since 1943, the situation has changea:
employment indices still show an upward treng, at a ‘slower rate than that
of the expansion of the quantum established by the Official Statistical
Service, but well above the indices calculated by the Banco Central. It
may therefore be assumed that the Eanco Central has not made use of the
nunber of gainfully employed persons in its celculations.

The new cuantum index was obtained after more careful znalysis:
"During the yearil9b8 a monthly calculation was uncertaken of new
statistical series for measuring the most represcntative elements in the
development of industry, namely, the cuantwum of production'. For the
period 1937 to 1943, census datawere used as a basis for the calculatiors,
‘and later estimates were based on samples adjusted in accordance with
the results of the 1946 census.

‘The following comuents are, therefore, bascd on the data supplied in
the new official indices. At 21l events, howaver, the new analysis
shows that the ratc of develomment slowed down in 1948, This may be
ascribed to the process of readjﬁshnent in Argentiﬁe industry during
the past two yeafs ard alsc to the difficulty of‘obtaining foreign
supplies in those branches which depend on raw materials, awdliary
products and renlacements from abroad.

Develomment of Larger Sectors of Industrial I'roduction

Acording to the official indices, expansion has not been uniform
in the various sectors of industrial activity. On the whole, mining
is of little importence, with the exception of the production of

petroleum, statistics of which show a period of great activity between
1940 and 1944, both as regerds foreign demand and the attempt to

1/ La fctividad Industrial Argertina de 1937 a 1949, page 6.

/replace
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replace certain imports such as fuel. Sincc then, the volume of producticn
has gradually contracted until, in 1949, it amounted to 85 per ccnt of
the 1943 level, ’

On the other hand, industry has becen expanding at an increasing
rate: 26 per cent between 1939 and 1945 and 31.6 per cent between 1945
and 1948, when the pecak was reached, In 1949 there was a deccreasc of 4
per cent below this peak,

Development within industry itself has varied according to whether
durable or non-dursble gocds are concerned. A greater effort secms to
have been made in the production of durable goods, the guantum of which
rose 55 per cent between 1945 and 1947. This rate was not maintained after
1947, the indices showing 2 deeline thereafter and reducing the inerease
between 1945 and 1949 to 35 per cent. )

The increase was less sharp, but more regular, in the case of

non-durable goods, amounting to 23 per cent during the period 1945-1949.

Table 26 argentina: Quantum of Industricl Production in the Larger

Sectors
Indices 1943 = 100
Mining 9hindusgrial Manufactures

Ycars  General level industries a/ Total  Durable goods Non~durable

b/ goods ¢/

1939 39.5 79.9 30.6 97,1 87.8
1945 112,2 92,1 ° 114.2 120.5 111.5
1946 125.3 80,8 128.8 1417 123.3
1947 143.5 88.3 148.4 - 187.1 131.7
1948 146.2 88.2 150.3 179.6 137.5
1949 141.8 85.3 144.8 162,3 137,2

Source: La Actividod Industrial Argentina de 1937 a 1949, Scptember 1950

2/ Includes metallic ores, petroleum, common salt and sundry ores.
b/ Includes wood, stones, glass, pottery, metdls, vehicles and machinery.
¢/ Includes foodstuffs, beverages, tcbacco, textiles, weoring apparel,
paper and cardboard, newspapers and publieations, chemical products,
petroleum by-products, rubber, hides and other miseellaneous
industries.
The provisional indices as they sppear in the official
statistics for 1950, indicate that, on the whole, as from the second
quarter, there has been an improvenent over the preceding year, However,
since data nvailable vefer only to the first seven months, it is not
possible to say whether the total index for 1950 will be higher than for
1949.
The steps taken by industrial Jeaders and the government propaganda

/to prevent
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to prevent absenteeism and raise the declining rate of productivity
during the past two yoars, seem to have proved successful, The quantum
of production began to increase again in the first half of 1950, as
compared with the same period in‘l9h9. These results were obtained at a
lower rate of employment, as may be seen from the following table,

Table 27 Argentinas Labour Productivity
Indices

1943 = 100 ) .
‘ First six months

. 1949 1950

Employment ' 131.2 128.3

Quantum of production : - 138.6 140.3

- Output per labourer 105.6 109.4

Output per man-hour - 120.9 124.9

Source: The Monthly Statistical Sumary of Argentina.

In some branches of industry, however, the rate of productivity
continued to decline up to the first half of 1950, This occﬁrred, for
instance, in the tobacco industry, in textiles and wearing apparel, and
in the rubber end vehicle industries. On the other hand, in the production
of durable goods, such as metallurgical products, stone and. glass,
méchinery‘and slectrical devices,vthe output per man-hour has increased
from one half-year to the other, as a consequence of the increased effort
.following the restriction on imports of capital goods.

"Despite the substantial expansion in the production of durable goods.
little change has taken place in the structure of Afgentine industry. B
Taken as a whole, the main branches which produce durable goods have only
increased their contribution to total production from 33 per cent in 1939
to 34 per cent in 1949. In 1943, the contribution of these industries
declined to 30 per cént of total production, This can be explained by the
difficulty in obtaining raw materials during the war and b§:the preference
given to industries'manufacturing.consumer goods in an effort to cover the
gap in impbrts. '

' No remarkable change has taken place in the durable-goods producing
industries, which have tended to recover their pre-war position.
Production peaks in this sector occurred in 1940 and 1946, when the
shortage of capital goods imports stirmlated the demand for those produced
locally, regardless of their cost. The heavy imports of 1947 and 1948
weakened domestic @emand for capital goods thersforc causing production to

decrease in those brenches which were, in fact, little more then emergency

industries.
The same does not occur in the sector producing non-durable goods.
Here two remarkable -chenges occurred, namely, the relative increase
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in textiles and wearing apparci and the decrcase in foedstuffs, beverages
and tobacco. In othsr bronches the changes were legs marked and the

structure of the group in 1949 is very similar to that of 1939.

Table 28 Arcentina:  Structure of Manufeocturings Tndustry

(as a percentage of the quantum of production)

Industries 1939 1943 1949
Industries producing durable gocds 33.0 30.0 34.0
Metals. cxcluding machinery 13.3 9.1 12.7
Vchicles and machinery 9.9 11,0 10.8
Wood 3.8 4.3 4,0
Stone, 7lass and pottery 3.8 L,3 3.9
Electric machines and devices 1.9 1.3 2.5
Indwairies producins non-durasble goods 67.0 0.0 66,0
Foodstuffs, beverages and tobacco 22,8 23.7 17.7
Textiles and wearing apparel 16.3 18.9 21.0
Printing and publications 9.2 6.3 6.3
Chemical products L,3 5.6 L7
Hides and leather 3.3 L,3 3.1
Rubber 3.1 0.7 2.6
Paper and cardboard 1.9 2.3 1.9
Petroleun by-products 1,8 1.7 1.6
Miscellaneous 5.0 6,5 7.1
Total 100,0 100.0 100.0

Source: Basic data from La Actividad Industrizl Argentina de 1937 a 1949

The trend of events in the production of foodstuffs can be explained
by the fact that the only strong incentives to expansion are provided by
the natural growth of population and by the non-stimulated external demand
for such products as preserved and frozen neat which are largely produced
for the export market, On the other hand, there is still a good domestic
demand for textiles to replace imports.

Productivity

The statistics available for the quantut of production, the number
of workers and the hours worked, give an idea of the improvement in
labour productivity in Argentine industry.
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Table 29 Arcentina: Employment and Cutput in Industry
, Indices 1943 = 100
(1) (2) (3). (L) (5)
Labcurers  Hours Intensity Qutput per Output per
Years employed ~ worked of labour a/ labourer b/  man-hour ¢/
1945 115.1  109.1 9.8 9.5 102,8
1946 123,7 114.9 G2.9 101.3 109.1
1947 130.3 120.5 92.5 110,1 19.1
948 - 131.7 119.0 90.4 111.0 122.9
Source: La Actividad Industrial Argentina de 1937 a 1949.
a/  Hours worked divided by labourers employed.
b/ Quantum divided by labourers cmployed,
¢/ Quantum divided by man-hours (as shown in column 3),.

~ As shown in the preceding table, the lower intensity of labour
expressed by a smaller number of hours worked per man did not prevent an
increase in the yleld per labourer, both in the total and men-hour
figures. This trend reached a madmum in 1948, but in 1949 all the
indices show a slight tontraction, In usfﬁé'l9h5 as the base year, there
- may be a slight distortion of the facts, since productivity in that year
‘was low, due to the conditions resulting from the war. During this time -
producers could not be too demanding as regards moterials, and equipment
was working full time,'wiﬁhout taking into account the number of labourers
employed. If the pre-war situation is used as 2 basis for comparison,
different results will be obtained, The yield per labourer in this case
would be 12 per cent lower in 1949, as compared with the 1937-1939
averagé. (It ié noﬁ ﬁossible to compare the number of hours worked,
since this series of statistics has ,only been recorded since 19&3.)

Table 30 Argentina:  Quantum of Production per Labourer BEaployed
" Indices 193%;39 = 100

Years Quantun Léboure{s employed ©  Productivity

1945 130.8 . 164.9 | 7943

1946 6.0 - 177.2 ' o 82.4

1948 170.4 188,7 90.3

1949 165.3 186.9 - 88.4

Source: Sintesis Estodfstica Mensual de la Repdblica Argentina,

1/ Inclides mining industries.
T /It should be
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It should be emphasized in a sumuery of this kind, which covers the

post-war pericd, that productivity as a whole has improved in the pest

five years, Just at the end of the war, it had reached a minimun so far

28 production per labourer is. concerned, This is not surprising at a time

when salaries were still very low and it was profitable, in view of the

intensity of demand, sharpened by the shortage of imports, to increase

production with deterlorating equipment, On the cther hand, since 1946

industry has been able to incresse productivity by acquiring imported

equipuent and better quality raw materials, as well as by repairing the
deficiencies caused by the use of substitute fuels, This process was
accelercted by the raising of the wage level in 1948, which led to the
better utilizétion of labcur and efforts to rationalize production in
all spheres.,

It is therefore interesting to note the trend of wages in industry
as ccmpared with that of productiocn,

The decrease in the number of hours worked, as indicated in the
above table, can be ascribed tc various factors, nmong which are the
introduction of sccial benefits, such as annual pald vacations, an
increase in the number of ccmpulsory hclidays, better observation of
payments for sick-leave and, above all, the increase of reél wages.

This increase has two aspects, nanely, a very great increase of
nominal wages, which was proporticnately greater than the increase in
the cost of living and also more ermployment for the family, The revenue
of the working family has been increased by the fact that the number of
its members who work for good ﬁages is now considerzbly greater, In these
circumstances, the necessity of comply?ng with working hours or taking on
overtime work is not so great as in the past, The decrease was also
caused by the number of strikes, the majority of which almed at compelling
the entrepreneurs to grant various benefits, but especially tﬁe periodic

! {aising of the wage level,

Table 31 Argentina: Working Days Lost as a Result of labcur Difficulties

Years Thousands
1945 509
1946 2,048
1947 3,467
1948 3,159
1949 510

Source: SIntcsis Estadfstica Mensual de la

Repfiblica Argentina.
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The number of worlling days lost threugh strikes reached a maximum
in 1947 during a pericd of seriocus”labour difficulties, after which
conditions returned to nommal when their principal cbjectives were obtzined,
Sincé; in the majority of cases, the workers had obtained retroazctive wage
inéreases and compensation for the days"they were off during the strikes.
‘this process obvicusly had a highly inflatlonary effect, following the
decline in the production of goods on the one hand, and the increase iﬁ the
‘purchasing power of the population on the cther, |

It is not surprising, therefocre, that the cost of wages per unit
of prcduction has become greater, The following table shows that the
increase of wages per unit of production was greater during this period
than tﬁéirise of nominal wages. Real wages have also increaﬁed substantially.

It should be remembered that the real wages calculated by means of the

cost—of-living index may be somewhat‘over~estimated. Actually, this index
sufferé from the common defect of all such indices when after a period of
time the basis for the original weighting is altered, Furthermore, it also
includes prices of goods and services which officially remain frozen and
which oblige the consumer to change his pattern of consumption or to pay more.
As regards house—rehts, a distinction should be mede between those who
were able to remain in dwellings where the rents were frozen and those

who had to pay high rents for new residences. Partial indices of clothing
prices and general expenses, which have risen much more than the general
index, are therefore more indicative of the real situation.

Table 32 .  Argentina: Real Nominal Wages, and Wages per Unit of

Production .
Indices 1937-39 = 100

Years Nominal Average Wage Real Wages Wage per Unit of
a/ b/ Production ¢/

1945 133,6 ' 993 138.9

1946 162,2 i 102.5 177.2

1947 229,64 127.6 250.3

98 312.2 ' 153.6 333.4

1949 L22,2 . 158.5 463.0

Source: La Actividad Industrial Aregentina de 1937 a 1949;
Sintesis Estadfstica Mensual de la Replblica Argentina;
Banco Central de la Repfblica Argentina,

Obtained by dividing total wages by the number of gainfully
employed persons. ‘ o

Obtained by dividing nominal wages by the ccst-of-living indices,
Obtained by dividing total wages by the quantum indices of
industrial production (manufacturing).

e

/This situation
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This situ~rtion explains the necd for "2 labour econcomising 'policy!,
on the part of the e¢ntreprencurs, In 1949, for the first time in 12 years,
the number of gainfully employed perscns, which in 1948 nad reached
965,000, was decreascd by 9,300 persons, that is, by about 1 per cent,
Machinery

Such a sharp risc in the wage level inevitably encouraged manufacturers
to introduce technical imprcvements in their factories., Full employment hnd
been reached in the post-war period 2nd served as an added incentive in
this diréction, |

Machinery for Argentine industry is supplied both by doﬁestic
production and imports., Even though the volune of the former -increased -
four times between 1941 and 1945 (durinz which period no imported
machinery was available) and increased a further 20 per cent between
1945 =nd 1949, it is still far from mecting the esscnpial requirements of

the Argentine economy for new machinery and spare ports.
!

T2ble 33 Arcentina:  Quantum of Industrial Machinery Supplies
Indices 1937-39 = 100

Yenrs Domestic producticn Imports Total
o/ b/ o/
1945 L20 16 340
1946 434 T4 362
1947 L57 252 416
1948 501 356 472
1949 538 130 L56

Source: Basic dota from Sintcsis Estadistica Mensual ‘de la Repfiblica

Arzentina,

Includes domestic production ~f mnchinery nnd electric motors,
estimnted according to the value added in 1943.

Machinery and nwtors for industries,

The total wns obteoined by welehting production and imports
according to their resl value in 1943,

el ©

Imports have therefore been a necessary memns of supplying industry
with capital gocds, Unfertunately nc ccmplete or detailed data sxist
after 1946 (the last publication of Anucric del Comercio Exterior) and

there are only overall figures for imports of iron and steel, other
metals, mrochinery and vehieles; it is therefore impossible to verify
the destinaticn or use of the imperted gocds,

According to the estimates made to determine the quantum of total
imports, foreign purchases of reprocductive capitai gceds showed a

/maximun in
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maximum in 1948, -~ 2,519.5 ndlli-n pesos (1947 prices) - f21ling again
as a result of import restrictions adopted in view ¢f the shortage of

foreisn exchange,

Tablic 34 Arzentina:  Volume and Price of Imports of Capital Gceods
Years ' Volume Prices Impcrt Prices
o . (in m1lions of 1947 pescs) Index 1947 = 100 1947 = 100
1945 : 1794 . 9,2 | - 62.5
1946 784.3 80.3 ‘ 72.7
1947 1.971.9 100.0 100.0
1948 2.519,5 100.7 ’ "92.2
1949 1,679.3 101.8 ‘88,6
1950 . 1.737.7 99.4 97.7

Soggce: The bﬂsic data are drawn from &fntesis Estcdistlca Mensual de
- ....lz Bepublica Argentina., -

Note: In order to determine the quantum of imports of reproductive
capital goods, the percentage of imperts of iron, steel, other
metals, mechinery, vehicles ete,, which can be considered
eapital goods, wns taken, as 1t appeared in thc 1946 Anuario.
These estimates vary from those published in the Eecnomic
Survey for Latin America 1949, since no data are avallable:
except for groups of products instead of the details. formerly
supplied by thc Foreim . Trude Annual which has not azppeared
since 1947..

It is, however, con31dered necessary to develop‘mcchanizatlon and

technlcal improvements us the sole means of increasing labour productivity.

Energy

Industrial activity has suffered yet another setback to productivity,
'namely, the”shortége of energy. Thic'has principally been due to the fact
that domestic production of petroleum has come to a standstill and must
therefore'bc‘supplemented by increased imports, Since 1949, there have
been dlfficultles in the supply of liquld and solid fuel ‘and, 1in order
to reduce consumption of liquid fuel, the Government has recently been
compelled to raise the price of petrol.

- The production of electricity has increased about 8 tc 10 per cent
annually, but a large part of the demand hes not yet been met and it has
therefore been necessary to ration electricity consumption, New industries
have sreat difficulty in beinz eonnected with the distribution systen,
because the capaclty of the power plonts is already overloaded, especially

/in the
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in the Federal Capital, which remeins the country's prineipel industrinl

centre, despite the ~btenpts which nre being made to decentralize, -

T-ble 35 Arzentina: - Energy Producticn
Years Refined Petrolé/ Gos Electricity Ccal Imperts
(in thousands of cubic (in millicns (millions  (in thousanis
B meters) of cubic of KWH) of %6013 Kg
meters) ) ns
1945 ' 3,351 126 2,976 780
1946 3,902 - 147 3,263 1,146
1947 , L,161 ’ 176 3,576 - 1,309
1948 , L,909 201 . 3,911 2,118
1949 5,029 ' ’ 224 4,120 1,362
1950 .. , . .. 1,448

Scurce: Monthly Statistical Summary of Argentina.
~ The Review of the River Plate (for corl)

2/ Ineludes fuel oll, petrol, kercsene and other liquid fuels
refined in the country frem domestic or impcrted erude oil.

Financing and lLoeans

Until a fow months 230, there was no shertage of financial resources,
and industry was able t> draw on various sources for all leng and short-term
loans 1t might require. To begin with, industry could nvail itself of its
own excess profits which, at leost until.19h8,_grew steadily. The capital
market could, through the stcck.exchange, completely absorb industrial
shares until the beginning of 1949. The pcliey of both official and
" private benks as resards loans tc industry, has been considered far too
‘ liberal, In October 1948, with a view tc stemming inflation, the Banco
Central ordered the placing of restrictiéns on lcans, The "Banco de
Crédito Industrial Argentino" (Indﬁstriﬂl Credit Bank,b{ Argentina) which
had financed a great many of the new indﬁstries, suspénded the granting cf
all loans for the cnlarzement of factcries not deemedkesgential by the
Government. The Stock Exchange Cormission in turn, controlled the issue
of new stock, ' ' -

These measures were adopted precisely at a time when the rise in
costs — including wazes, fuél and raw matérials’compelled induétry to
Increase its financial resvurces, if only to meet working capital
requirements, . ' -

The combined effects of inflafiun, credit restrictions and the

/increased taxes
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increased taxes grently affected the financinl structure of the verious
industries, Though no accurate and reliable data are availlable, it is
assumed in official circles, that Argentine industiy has been subject to
a process »f decapitalization, Profits and reserves in many cases cannct
meet the replacement requiremcnts, at real prices. This is cne of the
most serious problems foced by Argentine industry added to its
vulnerability as rezards foreign supplies of fuel, machinery. replacements
and some essential raw materials.
The Building.Industry

The buildingz industry, which has peculiar choracteristics, eipanded
substantially.. Between 1939 and 1945, the built-up area, according to
building permits granted in the principal cities; had increased by 36
per cent  that-is tb’say,'mcre thon the quaontum of total preduction, in

the post-war period this growth continued though at a slightly lower
rate. The shortage of building materinls largely absorbed by public
works programmes, and the wage increcses caused by the competition of

industry for labour, at times,hampered develcpment.

Table 36 Argenﬁina: Building: Built-up Area Acéording to Permits
Granted and Cost of Construction

Years Federal . Suburban Municipalities Total Indices Prices

Copital .reas a/ of the Provinces b/ 1939=100 o/
(in theousands of square metres) :

1945 1,967 1,342 938 - 4,247 136,1 168
1946 . 2,688 1,639 . 1,105 5,432 1741 216
1947 2,345 1,888 1,189 5422 162.1 282
1948 2,232 2,248 1,649 - . 5,930 190,0 421
1949 _ 2,146 2,163 1,422 5,731 183.6 536
1950 2,003/ .. .. .. .. 62ue/
Source: Monthly Statistical Summary of Argentina.

Includes the districts which make up Grenter Buencs Alres, -
Includes the districts of Bahia Blanca, Cérdoba, Mar del
Plata, Rosario and Tucumén. :

The cost of bullding, including wages and cost of building
materials.

Based on the first 10 months.

First 6 months.

2 e e e B

[o]

consunption of cement is an accurate gouge of building activity.
During the years 1947-1949, when there was considerable. expansion of
/building,
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building, especirlly of public worxs ond industqiﬁl building, which are
kncwn te require prevorticnately larcer s~mounts of cement, the combined
total of producticn and imports was insufficient to meet demand,
Consequently, the rate of bullding was cither halted or decreased. It was
gstimarted in 1950 that cement supplies would practicnlly mect demand,
which lias been limited due to the shortage of ~ther meterinls, including
sand and srovel, in the Federal Capital and surrounding districts in
particular, This shortase is due toe the restriction of imports of these
materials from Uruguary, which formerly: supplied a large proport&on cf the

country!'s requirements,

Table 37  Argentina: Production, Imports ond Consumption ~f Cement
(in thousands f tons)

Years Production Iport Consumption
1945 4 1,084 .o 1,084
1946 1,120 o 1,120
1947 1,371 100 2of 1,371
1948 1,254 332 1,686
1949 b/ 1,440 197 1,637
1950 b/ 1,550 L50 o 2,000

Source: Pcrtland Cement Manufacturers Association,

the 1947 imports were consumed in 1948,
Provisional date,

a/ The Portlond Cement Monufacturers asscelation estimates that

b/

The rise in the cost of building has aggravated the housing
problem, since the increase is greater than that of industrial wmges,
which constitute the income of 2 large part <f the populeticn, There is
ample justdification for the effcorts made by the Goveroment to make
construction availsble to the sectors which nost require it, by granting
lonz-term loans on which the rate cf interest is low.

The freezing of rents hes crested a vast difference in the situation
of perscns who cccupy dwellings where rents have been contrclled for nearly
ten years os cbmpared with those who rent newly-built premises. In order
Ito reduoe this disparity, in Noveuber 1950 the Govermment ordered that
in the future, the rents sn new buildings should not yiecld 2 net interest
of more than 7 per cent, It is questionable whether the iacasure will
bring the desired results or whethsr, instead, it might discourage

/investment in
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investment in new building.

Rent controls hove reduced, in sume cuses aluost entirely, the renl
incowe of property cwners, £hough it has benefited the tenhhts, whoe are
thus enabled to spend a’larger proporticn of their real income on cther
itoms, |
Mining Prcduction

Mining has never played a very lmportont rcle in Argentine econonmy.,

Production reached a mgximum in 1943~44, when it accounted for 4 per

cent 6f total production; since then its velume contracted by approxdmately
15 per cent, At present it conpributes little more than 3 per cent to the
total volume of,productibh. _

The fundamental reason for this contraction lics in the reduction in
the mining of metrllic ores,;/which druppéd 52 per cent between 1943 and
1949, Mining of other ores has likewise decrensed (9,1 per cent),
petrolewn production was reduced by 9 per cent, while the production of

common salt increased by 59,5 per cent,

Table 38 . Arsentina: Prcduction of Ores and Fuel
Years : QOres Fuels
Sulphur Lead Tin Silver Zinc disphalt  Lunp Crude Petro-
- & Tin . Coal loum
( tons ) (thousands of tons)(thousands

of m,3)

1945 11,534 27,498 699 3,007 26,543 135.3 3.3 3,537

1946 10,093 28,735 327 2,524 30,388 84.6 3.1 3,297

1947 10,907 35,546 ‘178 1,875 30,960 83.1 14.2 3,473

1948 8,38, 33,563 317 ~ 502 23,496 82,3 17.5 2,693

1949 10,071 27,287 119 655 20,849 78.7  17.9 3,591

Source: lonthly Statistical Summary of ir entina, October 195Q0.

The expansion of minin’ production until l9h3-l9hh and its subsequent
decline may be ascribed to thé abnormal demand for ecertain products
durin: the war by countries that were shut off]from their usual sources
of éupply. when conditicns returned to normal, this demand disappeared
aud exports of minin; products rapidly diminished, thus causin; a decrease

of minin; itself. From a total of 183,500 tons of mineral exports in 1944,
b

L/ This zroup includes antimony, berylliﬁm, bismuth, copper, columbium,

talum, .chromiwm, tin, iron, macnetite, manganese, gold, silver, lead,
vanadium, wslfram and zinc. .

/worth 26,4



worth 26.4 million ~r _entine pesos, the volume of exports in 1949 fell to
22,230 tons, worth 4.4 million Ar;éntine pesos. The repercussion of the
recent world emer-ency was felt during the first ei:ht months of 195Q,

when there was an increase of 33 per cent in the volume and 40 per cent in
the value of Arzentine mining; exports, as compared with the precedin: year,
.in which a minimum of exports was recorded, Despite this increase, the
item is of little significance in relation to thercountry's.economy as a
whole,

A4s the ficures for minin; include petroleum, sand, boulders, marble,
sranite rocks, coal, asphalt, mineral waters, common salt, talcum, chalk
etcetera, the relative unimportance of the minin; itself in the _cneral
economy is obvious.

The only iron deposits being worked at present are located at Zapla,
in Jujuy. In 1949, 24,000 tons of 47 per cent ore were mined. Sysfematic
surveying of the iron deposits in Sierra Grande (Rfo Neiro territory) is
now being carried out, The ore from these deposits contains 58 per cent
ironh, which appéars to be of some importance, since in the first 22
drillings, where soundin:s of 2,600 mctres were made, extensive ore
bearing veins were located. |

Coal

The only larie coal deposits known are on the Rfo Turbio, in the
south-west part of the Santa Cruz territory, These reserves are estimated
at about 250 million tons. The small amount produced - little less than
20,000 tons, - is consumed locally. . .

& economic 75—centimetre cauge railway is beineg built to connect
this rezion with Puerto Gallejos, in order ta facilitate coél transport to
the principal consuming centres; It is expected that the railway will be
completed in 1951 and that production will then Ec increased,

Petroleum |

The 50 per cent deficit of ener;y supplies in ir.cntina must be
covered by imports, It is thercforc lojical that measurcs should be taken
to increasd petroleum production, In 1949, production amouﬂted to

3,591.300 cubic metres as compared with 3,692;800 cubic metres in 1948,
The available data for the first few months of 1950 su;;est that the

declining trend of 1949 will be reverssd and that production will return
/to the
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to the 1948 level,
This reducticn was ccused principally by the difficulty in obtainin:
petroleun drilling and pumping equipment. If the essential equipment can

be obteined, substantial increases of petroleum production may be expected.

/CHLPTER ' I1I  FOREIGN TRuDE aND ‘THE BaLANCE
OF PAYMENTS
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CHAPTER IT. FOREIGN TRADE AND BALANCE OF PAYMENTS

The trend of foreign trade in the postewar period
The general international situation in the post-war period has brought

about changes in the market for products which are regularly exported
by argentina, These changes together with other factors of a domestic
nature, determined the far reaching and sugden_fluctuations which
marked the course of Argentine fdréign trade during the period 1945~
59, as may te seen from Table 39, |

The favourable sellers' market resulting from European de-
mand for food products from 1946 to 1948 was reversed when these
countries rehabilitated their economy, and particularly when the
United‘States, because of 1ts exceptional harvest, was able to in.
crease‘érain exports substantially, chiefly through the Marshall Plan.
"'Consequently'international grain prices fell from their former high
level., Moreover, the inconvertibility of the pound sterling after
August 1947, modified trade relations with the United Kingdom, the
traditional and most important customer of the argentine, so that
the latter was unable to employ its oredit balancesin sterling for
imports from hard currency areas.

Domustic factors also advers:ly affected exports., The
argentine trade policy for the principal products consisted in ob-
tvaining the highest possible price on the foreign market; the farmors,
however, received prices which barely covered their costs and, in cer-
tain eases, were cven lower. .The dcliberate inflationary pressure
used to stimulate industrialization further deteriorated zgricultural
costs condiddons and brought about the migration of the rural popula-
tion to the urban centres, In addition, attention must be drawn to
the fact that until august 1950, no changes were made in the basic

/buying rate
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buying rate of exchangs for the principal export articles, the majority
cf which were .gricultural products.
Tahle 39, argentina: International Trade

(Current values in millions of argentine pesos)

Y;ars Exports Imports Balégga 12 quZ?gn
1946 3,973.1 2,331.7 2,273.1

1947 5,504.9 5,348,5 , 1,064.9

1948 5,541.8 6,189.7 317,3

1049 3,718.9 Ly641.7 ~ 505.3,

1950 v/ * 5,28L,0 4,,830.0 600.0 ¢/

'

Source: Official Statisticzl Service,

2/ It should be remembered thot the Official Statistical Service csl-
cul=tes exports according to the v.lue "received by the exporter
when he negotlates his exchznge 2t the buying rates established by
the Banco Centrsl", The value of imports is obtained by =2pplying
to all long-term trinszctions the "selling rotes of exchinge corres-
ponding to the product in question", Though the result of cemprhring
these vilues shows the position of th: bil-nce of trade in pesos,

it does not reflect the real movement of gold and exchinge trans-
actions resulting from such trade". In order to c:lculate "the
balince of foreign exchange", sxpcrts :=nd imports were converted
into foreign currcney nd the aver.ge rite for imports was applicd
to exports, On the other hand, the Banco Central statisties of
foreign trade 2nd the bal.nce of payments, which arc used below,
are besed on caleuwl:tiuns ot the bisic officizl buying rote,

b/ Provision:l figures

¢/ wstim.ted,

The short period under considerztion includes record mini-~
mum 2nd maximum years in the history of Argentine foreign trade. The
quontum of exports in 1949 wis the sm:llest since 1910/11, with the
exception of 1917, when trude wes seriously «ffectsd by the First
world Wwar L/. In 1948 the muxdmum value of trode wes reached, whether
gstim.ted in doll.rs or in pesos, together with =n abs>lute mximum in

the qu.untum of imports,

1/ See Evanomic!™ u:itfév £r Latin América 1949, Document E/CN.121/144,
. Ch&pter VIiI, p.l2,

YR,

/ Table L0,
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Table 4C.  uantum and Price Indices of imports wnd export, ‘erms

of trde,

— i a

o

rd cas:city to lmport

1947 = 10D

e.rs Indices ¢f Indices of Jndices of Indices of Terms Capzcity

Jqaantun of  quuntum of Price of Price of of to
Sxports _Zmports  exports o _Angombs  rrans Epony
1945 74,1 34,5 £9,5 (2,5 95,2 T2k
T G/ o 5,970 71, A ’/29'7 105 [4 99;‘3_
1047 10,0 1000 06,0 140, 0 180 106,0
1348 92,3 125,5 09,0 52,2 1¢8$1 109,0
1949 €3,0 98,0 0%, 82,5 1.1 76,0
750 _/ 85,8 G1.5 0h L oy 1¢S5, 1 93,6

Scurce: Yasic data provided wy vhie doevtily CLatishicil Suvmmoary of

Argdn O IR

Estimotess These calecul tinms dl9Ic- fron those of the 1948 survey
since it w.is neces:z: ry to usc st ses for 1orge groups of pro-
duct.s irste=d of the detnilsad m=¥ - ri~. osontiined in the Fereign
Trode araw . ls, widch hove nct Loetn zeciished since 1947,

Busic eninges mole: it impoissible to consider this period as a

whole, 1t is theref~re propozed to davids it into four purtsi- (&) the

first yeor of the post-wer period; (b) the period of the gseller's m:rket,

covering the whole of 1947 aud the first L 1f of 1948; (¢) the perlod of

re.djustment, «nd refven %o the buy.ris mork.t, comprisirg the l-tter

helf of 1948 and =11 of 19.¢; end fin. ]y (&), the ye.r 1950 which murks

)

the begirning ¢f 2 pericd .f improvement,

a)

In *the cpeciric cise of argsntinn, the 5crious disturbinces

which the critiesl ye rs (1241-45) cf the Ssacnd World Wer creited in

vo.rld trade, resultea in the ciusiag of Ler WesSior Luropein miracts,

5

whe re ur5vnulnv pr.ducts were normally ol ced. Western surcpe ~nd

I

i<

united St-tes woere 1liw.olee w2 dHle Do ocontiaue svpslyling thelr

usuzl exports o argentin., Dusing W31 this p riod, the rvirage of

thc

hid been reopencd but domni nd the troneport of merchn

indices for the uzntan of exp .ts _nd imports was 65 and 33.9

gpectavely (1937 = 10C),

1940 wes thims - oyer of tr:nsitiwnav'Thc foreign mirksts
n

yet roeturned to normel. Bxports und imports nevorth: lues incrsi bud

/ nd £.r the
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and for the first time since 1937, the terms of trade were favour-
able to argentina. (In the period 1941-45 the indices had dropped

to an average of 70,5 with 1937 as a basic year),

b) In 1947 and in the first half of 1947 there was a strengthen~
ing of the trends first noted in 1946, It is a well-known fact that
The Government, which, as ia'well-known, exclusively undertakes the
export of the majority of agricultural and livestock products, on
this occasion made good use of the opportunity to sell argentine
produce for prices which were higher than those on the intermaticnal
market, Though this may appear to be in contradiction with the com-
petitive nature of the market for this type of goods, it was only
made possible by extending the purchasing power of certain cruntries
to wihich credits were granted, or, alternatively, by selling to

soft currency countries which were unable to avail themselves of
better prices from other sources of supply, (In angust 1947 the
inconvertibility of the poxnd sterling was introduced., This policy
was later to affect the Argentine foreign exchange positicne.

Despite the downward tendency of its second half, (which is
included in-the next period), as was previously stated, year 1948
marks the peak of argentina's foreign trade., The highest index for
the quantum of imports and the most favourable terms of trade were
recorded, as may be seen in Table 4O, and at the same time both
exports and imports reached their highest value in dollars (1,627.4
million and 1,590.,40 million dollars respectively).

c) Substantial exports form the United States and the fall of
international prices sharply affected irgentine foreign trade,
During the second half of 1948, exports bcgan to decrease and this
trend became stronger during l9b9, s0 that they reached a record
minimum, as has already been indicated. The unsuccessful attempts
to maintain earlier prices were followed by a policy of strict
readjustmant, Tiiis wus more di fficult insofar as exports were
concerned, because of the rise of domestic prices, together with
the fact that the buylng rate of exchange remained unchanged. In-
sofar as imports are concernc=d, the policy of readjustment was
‘/hindercd by
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in the price nf wncl znd the substantial shipments ~f this pro-
. duct, m2inly to the United Stotes, The outstanding feaiture of the
period is the inerease of Argcntiné expnrts to the United States,
cstimated 2t 200 millinn dnllers, as compared with 100 million in
the preceding year., These shipments enubl.od argentin~ to cover
the deficit in maize exports, resulting from the failure of the
crop, caused by the drought which occurred it the end of 1949,

ot the end of august 1950, there wis u further importont
devzlu.itinn of the nrgentine peso. The bzsic buying rate of
335.82 pesos per 100 dollurs and the prefercntial - rate of
483.,00. pzsos, were both eliminatoed and substitut:d by 2 uniform
rate of 500 pesos, It is believed thot by 2dopting this ratc of
exchange, argentinz will be in & pnsition te sell its totzl pro-
ductisn at international market quotations. The new prices
establishzd as a result of this exchange reform hardly affected
the 1950 accounts, nwing to the limited volume of -gricultural
znd livestock production in that year, and to the fect that nexr-
1y all stocks h.d been liquidczted, However, the rcform is likely

to preve an incentive to 1951 exports, if norm:l hsarvests arc

gathered.

Table L1, argentina: Prices of principzl exports products

Years Wheat Maize Linsced Linseed oil s Rawaonl & i?uis% PaSIS
(in pusos per metric  (in pesos ‘o1ce  kinc  Hedlium Lharse

CrOSSe OrCS8~ CrOBB~ CroOSS-
Yred bred bred bred
{In argentine pesos per 10

quintal) per ton)

kilogrammes)
1946 21,83 17,67 21,87 1,470 20,50 19,42 14,78 9,67
1947 45,50 28,50 ¢/ 2,160 22,87 22,07 16,93 10,05
i948  A0,00 34,35 ¢/ 2,200 34,85 34,13 23,36 15,06
1949 32,85 20,66 ¢/ 1,411 43,72 38,19 27,28 25,44
1950a/ 27,00 19,50 47,00 1,550 &/ 55,00 51,70 41,10 45,40
1950b/ 40,20 -~ 77,50 1,600d/ -- - - -

%/ Until august.

b/ after the devaluation of the Argentine pesc.

¢/ No exports for these years,

Q/ From October 1949 to august 1950 zt-the p e¢ferential:rate of 4,83
argentine pesos per dnllar instead cf 3,35 pesos per dollar,

/ This rapid
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Table 42. Argentdres Quentum of Exports
Velue ot 1947 Priccs
(In millions of pesos)
1945 1946 1oy 1oke 19k 1950

tzriculturel Products 2,059.6 2,70h.7 3,158.3 2,980.5 2,0f3.& 2,962.2

/nimal Products 1,695.0 1,348.3 2,000.0 1,874.5 1,551.1 1,622.1
Industrial Products 301.7 280.0 217.1 142.6 0.7 56.14
Sundry 141.0 151.0 139.7 92.3 RlieT 92.2
Tot 2l 4,197.3 5,18,.0 5,515.1 5,08%.9 3,750.1, L,732.9

Sovrcc: Besic date from Sintesis Estedistice Mersual de la Repdblica
Jremtina, Deecenmber 1950. .

Notes 2/Figures estimeted firom data over ten months (January-Cctober)

B o 4

Table 43. [frecitina: Strveture of Exports

(Percentage of Tetal)

1945 194f 1947 1948 1949 1950

Agricultural Products 2.4 42.9  57.4  £9.0 5.0 bb.7
Cereels and Fliax 16.6  24.6 36,9 L6.3 35.2 23.6
Flogx and by-products ' _
of Wheat 1.1 1.3 1.6 1.8 1.1 0.9
Cther Agricultursl Procucets 11,7 17.0 18.9 10.9 10.7 20.2
Animal Produets 49.8 43.0 36.2 3¢.8 506 L9.6
On the Hoof 3.0 1.7 1.5 1.9 1.A 1.5
Meats 19.2 149 13.9 11.9 202 12.0
Hides 6.9 8.5 £.7 7.6 13.0 12.1
Wool 10.8 9.0 5.9 Toh 9.4 16,5
1ilk Procucts 2.8 3.7 2.1 3.0 2.0 2.2
Animsl by-products 7.1 5.1 5.1 L. 9 Lol 5.3
Ircustriel Products 13,5 11.2 3,9 2.1 1.9 2.1
Sundry 4.3 2.9 2.6 2.1 2.5 3.6
Forest Products 2.7 1.9 2.2 1.8 2.3 3.3
Mining Products 0.8 0.4 0.2 0.2 0.1 0.2
Geme and Fishery Products 0.8 0.6 0.2 0.1 0.1 0.1
Zotal 100.0 100.0 100.0 100.0 100.0 100.0

Source: Basic data from Sintesis Estedistica Mens&al.gg_lg_ﬁegﬁblica
Lirgantina, December 1950, )
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This rapid analysis bezrs.out the indtizl statem._nt that the
period 1946-50 is marked by a scries of changes. The maximum valucs
for the year 1948 and the minima for 1949 corrsspondcd to circumstances
which affected theworld markets and influenced official ..rgentine poli-
cy. The post-war period is therefore net marked by any definite tenden-

cYs

2e ThQ Sfructure of exports

The simple structure of argentine experts is clearly cmphasized
by Table 42, Traditionally, these exports have been almost entirely
made up of ugricultural and livestock produce and the most significant
changes have resulted from the relative variaticn in the proportien of
agricultural proaucts and livestock. Th.uss changes in the period under
nbservation crise from circumstances which were considered previously.
Thus, for instance, between 1948 and 1949 there wisa sudden change in
fzvour nf livestock produce because of the greater vulnerability of
agriculturzl products to current events,such zs, for instance, the
competition of North american grain exports., Whereas the index of
the quantum of agricultural exports fell in 1949 from 94.4 to 65.3,
that of livestock expsrts only decrecsed from 93.7 to 77.6 (1947 = 100).

Reviewing the period as a whole, with the exception of the
year 1947, expnrts nf ocgriculturzl znd livestock products amounted
to more than 90 percent of totul exports, Breaking down these exports,
the very high proportion of a few, in relation to the total will be
nnted, This feature, which is characteristic of the greater number
nf L.tin .merican countries,has always been held responsible for
the *indent changes which oecurred in the argentine economy, either
as « result »f external factors or nf the vorying climetic conditions
which affected argentine harvests., During the period 1946-50, innu-
merzble events stress this vulner:bility, as hus.already been shewn,

The fact that argentine expnrts zre largely mnade up of &
small numher of products account for the latter's flucturtion boing
reflected almnst eompletely in total expnarts as = whole,'though the
figures in Tablé 43 show th.t nearly zll exparts varicd in this

/manncr during
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manner during the period under consicerction,

Exports of induvstrial products are nne of the outstanding
feztures of this perind; in 1945 and 19464, they constituted 13.5
and 11.2 per cent respsctively of total exports (quantum indices:
139 ind 175 respectively, - 1947 = 100). It should be neted that
after ichieving these mexima, exports nf industrial nroducts fell
sharply and did ﬁot reccever throughout the whole period. The im-
petus given to industry during the war and thelweakéning'of compa-~
tition ~f industri:l countries account for this rise, Their sub-
sequent fall can be ascribed to the fact that the sudden develop-
ment ~f industry did 2nd have a firm foundation with which to face
the re-emergence of competition of these-countries, especially of
the United States. |

The fuirly uniform fluctuations of the remalning exprrts
can be attributed to caus s of a general nature, which were zna~
lysed above, Special attertion, however, shnuld be drawn to the
increuse nf wnel exports in 1950, alrcady noted. (They accounted
for 16.5 per cent of total exparts in that year as .gainst 8.5
per cent during the pericd 1945-45), Another example is that nf
linseed oil (debeiio of which do nubt :poear ia the fcregoing tables),
which together with linseed is one ‘of Argentina's most important
scurces éf dollar revenus. The poliéy of very high prices (aided
by extension of credits), adopted particularly in 1947, discouraged
buyers and proveked competition from other countries, such as the
United States, It should be noted that this country ceased its
imperts of linseed and became an exporter, protecting domestic
production of linseed with restrictive measures. Conseqpenﬁiy, in
1948 and 1949, argentina exported enly 53,497 tons and 57,461 tons
respectively, as compared with 213,500 tons in 1947. The 1950
figure, 198,962 tons, prints to a recovery and cnincides with the

-official policy cf reducing prices "aggresively". ;/

l/ Reprrt nf the Institutn .rgentine para la PremocidAn del Inter-
cambin (.rgentine Institute for the Promction of Trade),I~PI,1949.
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In canclusion, post-wzr events have not altered the traditional
structure nf argentine exports; exports of manufactured products which
in 194% totalled L4hé million pesos, are no more than "a flash in the
pan" and can be accounted for by the prevailing but transitory circum-
stances, However, if one considers that such circumstances might be
less exceptional in the reap future and that ..rgentine industry can
raise its present technical level by replacing its equipment and machi-
nery and increasing labour prodactivity, then the 1946 results will
scrve as an instructive example of the possibilitlies of reducing the
excessive unilaterality of argentine exports. The problem is naturally
connected with the development of export trade with the rest of Latin
america, »
Ccmposition of imports A

Two significant chenges have taken place in the composition
af imports during the period 1946-50, as may be seen in Table 45,

On the one hand, foodstuffs znd beverzges, which in 1945
amounted to 11,7 per cent of the total dropped to 8.3 per cent in
1944 and continucd the downward trend until 1949, when they constitu-~
ted only 4 per cent of totcl argentine imports, In 1950, however,
_there wis a slight increase. On the other hand, capital goods, which
in 1945 ﬁage up only 15 per cent of total imports, in 1946 represented
27.1 per cent and in 1948 reached 41 per cent of total imports. Impcrts
of durable consumer goods also increused proportionally nver 1945 und
maintained this level throughout the period.

The gquantum indices in Table 44 show that impo=ts of both classes
of goods have increased in h:rmony with the general post-w:r tendency,
though evidently the increase has been greater in the case of capital

goods, ,
The explanztion of these changes is both simple and well-

kpown, The fact that there were no imperts of consumer goods during

the' wer dovs not imply an accumulation of pent-up demand, The resto~

ration ef trade enabled these impnrts to be increased in order to im<

prnve current supplies of goods ordinarily demand:d by ~rgentine con-

sumers, rather than to cover the gaps left by earller shortages,
/This does nnt
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This does not apply to capitzl gends, Demestic industry was

nct only coll.d uprn to sup.ly the nom:l repl cements postoened by

cxrlicr restrictions, but =lso to satisfy demund arising from the

abnnrm:l cepreciztion af industry resulting from wartime expansion.

It is therefere not surprising th:t imports of capitzl

gords and of other durzble goods should irncre:se in the post-wr

period to - grezter extent tren imports of ¢ nsumer goods, ~nd th:t

the foregoing chinges should thus have occurred in the structure of

impnrts,

Teble 44e Argentino: pantur of imperts 1945-50

(Vilues ot 1947 prices)

¥illion of pesos)

19502/

1945 ' 1946 1947 1948 1949

Frodstuffs (buver.ges,ctc.) 2% ¢ 230,1  254,7 398,7 251,8 175,5
Textiles _nd textile 673,4  T54,4  853,2 1.437,6 3.395.%  999,8
manufictures
Poper, c.rdboszrd .nd 148,3 215,0 230,3 185,4 197,9 137,22
menufietures
hide¢s, skins and m.nufnctures 8,3 - 37,4 94,2 72,3 79,9 87, A
Chericel products wnd simil.r  148,7 186,6  317,5 274,4 178,1 216,6
goods -
Fucl end lubric:nts 105,3  34L1,6 396,5 549,L  LLT,1  54A,5
Rubber .nd m.nuf ctured rubber 8,0 71,3 152,1 28,0 30,0 55,1
goods s
Weod «nd m.nuf-cturcs 165,4 236,8 2G4,6  359,2  334,5 307,7
Stone, gl.ss, c<tec. 73,9 80,7 115,0 149,6 142,4 37,4
Mctuls =nd setallic goods 62,0 79,8 15i,2 169,3 101,3 127,8
Durzble consumer gnods 11,4 69,2 229,4 . 326,3 167,1 153.8
C.pit.l grnds 179,4  784,3 1.971,9 2.527,5 1.679,3 1.787,3
Miscell necous 38,8 ' 119,8 287,9  235,5 236,7 264,2

Totul ' 1.845,7 3.,207,0 5,348,5 6,712,9 5,241,2 L.B9€.5

Sour.:e: Monthly Stitistical Summary of ..rgentina

u/ Celeculcted for the yeor on the busis of ten months,

[Table L5,



E/CN.12/217/tad. 1
Pege 83

Table 45. wrgentina @ Structure of imperis

{percentages of the total)

7/
1945 1946 1947 1948 1949 1950
Foodstuffs, beverages, etec., 11,7 8,3 4,8 5,1 4,0 5,9
Textiles and textile 19,9 12,2 16,0 11,1 18,7 11,9
manufactures -
Paper, curdboird .nd - 8,9 7,1 4,3 3,3 Ly3 3,6
munufectures
Hides, skins and minufzctures 1,1 1,8 01,8 1,5 1,3 1,3
Chemicul preducts «nd similar 11,0 7,0 5,9 5,8 Ly3 6,6
goods : ;
Fuel and lubricants 8,4 12,1 7,k 11,2 10,5 12,7
Rubber and manufacturedrubber 1,2 3,4 2,8 0,8 ' 0,5 1,1
zoods . ,
¥Werod ond manufuctures 10,5 8,0 5,5 5,1 6,7 7,3
Stone, gl:ss, etc, 3,9 2,6 2,2 2,8 3,0 2,7
Mctuls and metullic goods 3,6 2,6 2,8 2,8 2,1 3,2
Durcble consumer goods 0,8 2,4 by3 L,9 - 3,7 3,4
Capitcl gords . 15,0 27,1 36,9 41,0 36,8 36,1
Mis#2llineous L, 0 5,4 . 5,3 L,6 4,1 b2
Tatal 100,0 100,0 100,0 100,0 100,0 100,0
b = p——r L —— _—_—— ==

Source: Menthly Statistical Summery nf srgentin,

These chunges, moreover, have been aided and in some case im-
posed by official measures, Import licences grunted during 1947, 1548
znd 1949 illustrate the policy fnllowed in this respect,

Teble 4A:  argentinz: Distributinn of Foreign Exchainge P rmits
by v:lue griented for impnris of merchandise

Raw mztericls .nd semi-manuf:ctured ;2&% Lg&g‘ }%ﬂ%
goods for industry , - 39, L, 52,
Maéhinery, motors, .ecessories «nd 23,2 20,3 23,3
spare p.rts , ' ‘
alements for trunspart 20;1 11,3 11,3
F.iel e¢nd lubriconts 5,0 10,8 7,7
Bonsumer goods and othor products 11,9 9,8 5,6
Tntal 100,0 100,0 100,0

vmeteaatan  scm——
=5 =

Source: The Repnrt of the Centrel Bunk »f .rgentina.

/The discrimination
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The diserimin.tion ic b.ced on the neod to control imports
wocoraing to roreign exch;nge =v-ilnbilities :nd the intercsts of dn-
mestic industry., On the one h:nd, it was x«ttempted to assist industry
in modernizing its equipment @nd te obtain the necessury sprre ports.
whilst, at the some tims, protecting it from the competition of foreign
produce,

The proportion of capit=l goods in relation to total imperts
is quite high, However, in order to asscuss the signific;nce'of these
impnrtsjin the country 's cupitalization, it should te remembercd that
replocements scenunt for 2 high percentage, Further refercncé is made
in the corresponding section of this report,

‘ The figurcs published for 1950 used in computing Tobles Ll
znd 45, show that there his not bsen zny gre-t :lteration as comprred
with the rest of the period. uﬁtcntion shouvld be drawn, however, to
the increase £ fugl‘imports and of rubter goods andyruhbcr maenuf~c~
turcs, .nd the marked decrezse of textiles, feoodstuffs, glassware,
etc., following the trend -lready wnalyzed in the Econemic Survey

frr Lotin umerica 1949,

Tuble 47. argentin.: Foroign trude by zones

/
1945 1946 1G47 1948 1949  1950%

In millions of .rgentine pesos

Witn United States '
Exports 553,& 596,1 547,33 537,4L 398,7 1068,03/
Imports v 158,9  665,2 2.431,0 2.286,9  689,5 788,0%/
With the rest of the .mericos
wXports 518,4  469,7  65L,5 6OL,L  598,7 705,5
Imprrts 480,3 579,0 80%,2 933,R 629,6 810,4
with the United Kingdom '
Exprrts €4L9,1  876,7 1,651,2 1,535,5 84L8,7 956,58/
Imprrts ' 116,2  307,&  4hé,L  775,2  721,6 569,05/
With the rest of Lurope
LXpOr oS 507,6 1.532,2 2.173,7 2,413,7 1.645,0 2100,
Imports : 222,5 488,0 1,256,6 1,629,1 1,952,2 1862,3
With ~ther countri:s
Lxports 268,08  498,2 478,2 450,8 222,2  453,6
Imprrts ) 176,0  291,7 408,3  56L,7 648,8  800,4
TOTaL
T Exports 2.497,R 3,973,1 5,50k, 5.541,8 3,717,5 5284.1b°
Imports 1.154,0 2,331,7 5.348,5 6.189.7 4,641,7 4830,1%/
/és percentiges
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Table 47 (Continuation)
19L5 1946 1947 1948 1949 1350

A8 percentages

With United Statcs

BxXnnrts 22,2 15,0 9,9 9,7 10,7 20,2
Imports 13,8 28,5 L5,5 36,9 14,8 16,3
with the rest of the Lmeric:s )
Exparts . 20,8 11,8 11,9 10,9 16,1 13,4
Imports 41,6 24,8 15,1 15,1 13,6 16,8
With the United Kingdom , .
fixports 25,0 22,1 30,0 27,7 22,8 18,1
Imports 10,1 13,3 8,3 12,5 15,5 11,8
With the rest of Eurcpe
Exports 20,3 38,6 39,5 43,6 Lh, L 29,7
Imports , 19,3 20,9 23,5 26,3 42,1 38,5
With cther countries :
Exports 10,7 12,5 8,7 8,1 6,0 8,6
Imports 15,2 12,5 7,6 9,1 14,0 16,6
TOT.L
Experts 100,0 100,0 100,0 100,0 100,00 100,0
Imports 00,0 100,0 100,0 100,0 100,0 00,0

Source: The Monthly Statisticsl Summary of irgentina, December 1950, and
"Frreign Trade in 1950" published by the Ministry for Techniczl
affairs,

a/ Estim:tes based on the figures for the first ten months.
E/ Complete data for the year,

Direction of Tr.de

Insofar as destination of its cxports and the erigin of imports
are concemed the structure of .rgentine foreign trade has always followed
a comparatively constant pattern which is in accordance with the equally
uniform composition of its lmperts and exports., The Second “orld War did
n~t cause any fundamental change in this direction, a8 may be seen in
Table 47, However, there have been some alterations which should be
mentioned .

Exports to the United Stites during 1946, 1947, and 1948 remained
practically at their 1945 level, which, however, was abnormal, In 1949
they decrezserd sharply but the upward trend in 1950 raised their luvel t»

/the maximum
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Che raximun recorded in the country's ccunorilc history, This xpansizn

w.e ncinly dus Lo the subobt otinl enles of Lrgentine wool ot romuncrative

orices, I "3, ou the other hond, werce subjucted to ninrked:
fluctu . .is. After tho 2bnormnl unr tine period, roflccted in the low
fir o s for 1945, two {ctors begnn to opernte in the same dircction,

noo.¢ were thd reeonversisn of North amcricon industr -, which rcecoverced
ris formoer position, nd the cxistonce of penteup domond in argentine.,

~orts incroens.d notably in J9+6 rbauhln" a mesdoun value in 1947 ond

In vicw of the Insufllcicney of

o .

cuports, irmvorts could only be
incrensed by ondloying the foreign cechonge recorves which drgentina had
zecurmulatod durding the wor -nd by the uwtilization of o pirt of the erodit
orloncs nceruing frorm her trade with the United Hingdom, whilst the pound
steriing remained eonvertible, In 1949, riscrvos hod been cxhausted ond
vxports decronsed, thus compelling arcentinn to roducce her imports from
the United States considorably., In 1950, the roumoriable expansion of
caports, to whlch rifironce hos boun ninde, cnnblod the country to
increasce 1ts invorts ~nd cven provided 2 surnlucy  totnl imnorts, however,
were woell tolow the 19471948 lovel,

The participotion of the United States in Lrgentine exports is also
quite differcnt fror her participation in “rguntine irwmorts, In 1947,
Srgeniblac dooorts fron the United Stotes were cooivelent to 45.5 per cont
of her totel dimports, whercas her wxports to thot country only amountod
te 9.9 nor cunt of towol oxports, In 1949 »nd 1950 the position wes

nore or loesg sirdlor,

(+

Tne bolnee of trede with the United Kin don shows totnlly dif n
recults, Adidttedly, there is 1ittle veori-stion in the proportion of
~rganting cxperts to the United Kingdem in rolation to hicr total cxports:
but thelr cbsslute volucs hove dinercnscd substontially since the war,
reoching o noxdmun of 1,651.2 million pecos in 1947, o5 conporcd with

49,1 nillion poesos in 1945 ond thus shwing a tondcncy to roturn to

ore.wnr corditions, argentine imports Irom Cre-t Sritain, on the other
hoind, dncereescd, but ot o much lowcr rote thon those from the Unitod

4

Stotes, duc to Dritein's inability to supply the requircd cuontitics of
aoods sine formerly provided, In 1949, .argentince oxports decrcnscd and

/inports
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imports likowasc eontroctoed ligatly; exporcs rocovered suncwiint in 1950,
but importc continucd to dirdnich, ’
.Observing the trond of trade betwoen arpgenting and the rost of
Burope during this period it will be found thot both cxperts ond inports

rccovered after 1946, the former remching their nesdmum volue in 1948 and

the latter in 1949. Throughout this ncriod, with the cxecption of
1948, the balmncce of trade woas alwrys Invourcvle to .rzenting, Within

1.

this group of countrics, Fronce and Itely ~re of nost intcorest,

argeatine cxports to France incro-sid wrtll 1950 os o rosnlt of the
credits zront.d by rgentina; bub the gromtoer port of Fronce's dmports
fron thoat country werc not intondoed for domcectic conguniption bub werce
cmployed in trianpgulor tr-ding, It is more importaont to notce, howcver,
thet Fronce beeame one of the lesding exporters to .rgentine ond that
.rgentinn is now o debtor of Froncec, During the first cight months of
1950, Fronce was onc of the leading cxporters to .rgentinn; for the first
ten months of the year, thesc cxports wasunted to 630.9 riillion pusos
(16.1 per cent of the total) on cmount only surposcced by the United
Stotes

For thoe first -nd only tinc in 1949 ftoaly occunicd the lcading

ysition ns an cxporter to Jrgentino, her snlcs to thot country totalling
Th2 .4 million pusos (16 per cent of the total); she is ~lso onc of
argentinsts creditors now,

The et that for the first tine thesce two cowntrics hove occuplcd
lending positions ac cuporters to .rgentins indicates the high level of
the rgentine conoceity to imnort;  in e, her imports cre only limited
by the shortese of hord currency, which hrs rostrictcd inports to arcas
offering bettir proaspects of supply. This is thc cxpl-nation for the
controction of thic volume of Arzentin. imperts from the Unditod Stotes,
Howgver, whon, os in the cusc of Fronece and Italy, facilitics nre granted
cither in the form of crudits, the risht to nlic use of previous boalances,
or tho wxpension of inports fron .rgentine thon arsuitine nurchascs abroad
incrensce steadily, cspecinlly -5 o1l the Duropesn industriol countrics
produce goads which find ~ reody norket there, The oroblur of thesc
countrics decs not only consist in ascurt-ining vhot zoods con be
cxported, but olso what oroducts it is rdvis~ble to inmport fron Argentina

/in order to



2/ 217/ . dd. 1

in order b cuonly her with the rioors of pogond wich wilch to finsnce

Thisz rcelorence Lo the princionl rrens of rgeatine Jorcign trode 1s

o
¢

L

sufficicnt to crphisize the lock of wil 1w ity during the pericd 1945-.1950,

it ig not surprising th~t this has osccurred L viow of the ~bnernnl

coaditions provedlling in the postarr period, In the cnasce of Argenting,
those condlitions have beon ele~rly roflected in forcim cichangc

svail-bilitics, anc of the prodordnant £hctors in dobernining her forclgn

trode eolicy, The substontial volune of initially imported fronm

viie Uniced 3tobtos hod necosserily ©o be decrunscd olong with the contracticn
o cccwwlotod forcign cxehangoe rosorves. . b the shre tire, the shortoge
of Dritich supplics ~nd, conccguently, the irmocsibility of using the

sborling bel-nee to cover 1worts frow that cowntry, tegothir with the
Industzizl rocovery of othor Zuropern countrics, brought ebout the sudden
chonges rmentioned,

Hevertheless, these nlterations are not sulficicatly importont to
foree o resricntation of Lrgentine trnde, in order to odapt it to post.wnr

conditicns, On the contrary, despitc these chrages, certain troditional

W2

chirrctoristics hove provailed., These eonsist mndnly in the f~et that
there Ls an unfavourable bal-nec for .rgentina in her trode with the
United Stotes, in controst with the position in rel-tien to Furapc.  The
dircetion of .rgentine trode, with the crecption of oermnl Lirgentine
cxports to the United States during 1947 ~nd 1948, shows o tendency to
return o its nernal potiorn,

In short, the conditions of trisngular trode for widich the .rgontine
cuthoritics hod orfici~ily doclored thoir pr.fercnce ~ro beinz rovived,

I

The report of the Boneo Contrel for 1949 orivhasized the donnge to
internntion~l trode cnusced by the srstar of bilotornl caioensations, which
solrtod trode in 2 corics of wnberetight corpartments, ~ad proved the

innbility of ..rzcutinn to bring cbout an inprovenent or chonge of provoiling
ricthods, duc to its sanll share in world traode, The 1948 Renort of the
Cenvrnl Bamiz, in reforiin: to bilaternl rreonents vhich it wog ncecozonry
Lo ostblish, insisted on thosc points >f vicw and ~lluded to the arofits
wiich the country would ontnin by the restorntion of rultdileotertl forcion
trode,

s

/”qv COUrsc
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The course of cvents in 1950 cvidently iuflucnced by bilnteral

obligdtions prcsunts o diffcerent picturc, Trode with the United Stotces
shows = crcdit baloance of 200 million posos, duspitc the increasc of imports
(as compared with the proceding year) and trade with Europe, (not including
the United Kingdom) practicolly roached o point of cquilibriun, Chonging
circunstonces which have led to this situation moke it irpossible to forccost
%hu coursc of develonment in the ncor futurc, Eforything depends on tho
permonence or tyansitory nature of the foetors which have contributed to
producing this situation, particulcorly on the meintainancce of the policy of

restrictions which hns ployed so important o role,

Chznges in the Structurc of the Balance of Pijments

Table 48 contains a sumnory of the positicrn of Lrgentina's balance of
trade from 1946 to 1949; showing thot o striking change hos tokon place in
its structure, In 1949, copitel operations werc reduced to o very small
crount and, in controst with the two preceding ycars,‘ he deficit wns
considerably lcss, The finnl figurcs for 1950, not y.t »v-iinsble in their
cntirety, will probebly show o crcedit bolonce,  Until Novanber 7th, the

Boneo Centrolts forcign oxchange holdings had increnscd by 564.8 rillion

These chonses correspond to the trends indicoted in the antlysis of
forcign trode contained in tho preceding chonter, nd to government
policy botwoen 1946 and 1948 adopted with a view te redecming forcign
loons and investrwents, It hos beun officinly stobed that this policy is
soon to be suspended, ond that onee the nmehinory, row moterials ond
consunicr goo>ds required to mect penteup wartine demond hove beon cequired,
Tfuturc imports will be ndjustid in accordence with gold ~nd forcign

. A 2
sxehrnge avnllablthlcs-d/.

;/ Weckly befline. of the Brneo Cuntrol,
%/ Report of the Central Bonk 1949, page 24,

/Tdbl; L3,
SIS 454
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Toulo L3, sroenbivcs Own Tr o ob ar 9/6;4;9
CUurront Lrolioociions 1949
- . 3 £y
oxoores ,0,0, 3,407
Iimorts C,1L,F, 4,003
adcnce o othier current
tronescuions o/ - 327 . 216 0 16
ot bl ne. of 011 current
tr-ncrctions 1,616 . 473 182 . 520
Conmitnl opereiinng
- . ~ A - P

Privete conitnl o 32§
1\,\L\l'")t4__,ﬂ of the 7717b7jC dobht s Z+l+
Aedunioion of private forcion

o

investrnts o _22} - L3 SQ'Q;] _.M_li
4.0 bol-neo of enaitel on&w"t*ans -1;102 . 51l 2,052 31
N : i A
Differcnc.s, crrors wnd onissions - RIS . .= 176
7ot brloncs 239 .. 989 - 313

Sonrecs:  Report of the Contral Bk of srgenting

;/ Includes freight ~ind port ducs, public cxpoenditure, nce bolinece of
finrneinl services, privote gold irports ond other nisccllonoous chorgos,

Referonce hos ~lronady been mode to thic chonges in forcisn trode ~nd
bite brlonces derived therciron,
In 1946 ~nd 194 avspitce the neg~tive balonce for othor curront
bl A =]

[

tiignctions smnll surpluscs ronincd, he princinnl Aiffoeroncs lics in

tile reduction of the sorvices on the public dobt and orivate investiwnts,

wirieh decrenced from 451 rmillion Argentine nosos in 1940 €o littic nore thon
50 million pesos in 1948 -~nd 1949,

It is likely thet the net boltnees of fincncinl sorvicos for priveto

firme nre nbmorally low during this wrilod, due to tho difficulty of
tolning coehonge for thoeoe ruddttances ~nd the profit investmont policy

Forvay iorelsn Ulrs,
according to Zrivtich ~nd Lr.oricnn courcoes, the trounsfoer abrond of
substontinl swis in dividends nd sthier profits wes 20l od. The

Tollowlnz toble chows the tronsactions £ both cowntrics,

SUblo 49,

D
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Toble 49. Servicing of Public rad Priv-te Dobis
1946 1947 1948 1949

Scrvicing of the public debt 77 36 19 15
Mot balonce of finnneicl scrvicoes
of private firms 374 240 34 37

Total - 12 5 52

Sourcc:  Reports of tho Cuntral Bonk of Lrgentina,

At 211 cevents, the devmwerd trond of the negotive boalince in this
scetor of currunt tronsactions is 2 logiceal concsccucies of the policy of
redenption of the public debt ond forcizn investmonts inplying o rodicnd
chrnge in the structure of the bol nce of payments os conpored with the
proeowar period,

Boetueln 1937 ond 1939, intercst :nd'dividﬁnds represenved 20 to 25 per

cent of the totnl value of cxports, so thot conly 75 to L0 ner cont of

arzentine cxports contributed to the coprcity to inport,
Since 1943, however, . rgoeatine hns boen 2ble to opply procticrlly the

wnole of thc rosources derived from ciports to imoorts,

There RECIR subst-ntial rceduction of c~pitel trons-ctions in 1949, only
13 million ..rgontine pesos boing uployed in redecninsg the public dubt ond
Jorcisn privete investrnents, No cutstonding cperntions of this ordor
S wore cffected duwring the coursce of 1950,

The lorgest 2llocnidlon for tne roederption of privote lnwvestneots was
the sw or 2,071 million pesns prid in 1948, Of this totol, 2,029
rillions were tronsferred ns totol pryrent for the British roilw-s in
argentinn, 30 ndllion for the purchnrse of the Comp-if- de srans Corricntos
7 Solubrided do Rostric, o British uwndert-king, -and 12 ©illicn pucos o
cquplote the incorporction of the French reilweys ns rgontine ntinnl
property., In the Countiral Bink Report for 1943, Iro widcel thic
forcegoing datn were obtrined, it is st~tod thot "t should e é&iﬂttd ut,

25 roeghrds this Iottor scttlunent, thot investnornts couivalont to the

Hy
=

unds belonging to Fronch investors wire siradi-nocvsl rnde in Lrzontine
vrode and induslryY,
"On ti:c cther hond, it should ~lss be pointed oub thot the Goverr .ot

IR AR

hins procilenlly complotod the rodenption of Hhe Coroedl=n nublic dibt by the

Jomarent



~rent of A2 cdilldion . cocoo it steraing, of wialch 25 miliion
corrosoond o the fin~l dobunturces oFf tho 1/2 cont 1936 Conversinn
Loon ond the rogt b the Lwell-nedn Highwey Loon, floct.d by the ‘
Goverrmont the provincee of ?u:nyn Jlres, Tho only bonds still in

clreulation cre those of the L por cont 1923 Convenis Noca Loarn, which
cannot boe rodouned prier bo thelr rinburity, The figure of 32 nidillion
pLsos nentioncd ~hove dnes not aspenr in the balonee of poymonts, hoving

L

boen conpensated by o tronsicr of funds

bt

3
o~
L
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~

I port of the l\rvﬂ,_ c

since 1t ims hcld by Lrpeatine citizons®

ELI
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The consonlidotoqd

- . 2 ]
I poons In 1943
The princip-1 roderntions trere nede in 1946 ~nd

1GLE

e inyalved

cFizetod prior to

o

. V4 .
apony in 1940, whl

Y

' A et ey - S
sreontine pesos invested thot yenr.

Distribution by .re

n wos tury

public dcbu, which mn

boen roduced to 47,9 rillicns by Junce 30,

in 1947 for the repoatriztion

9L”,

nacd

1

od over to Lrgoentina

nillion
1950,
776

ounted to 929,98

1947, waen totnl of

forcim nrivetc investnonts,

of the Unit.d River Plate Telophene

stoer poart of the 331 million

The onolysis of the balonce of »n-yvonts by crons indientos that
rodicnl ghimnmis have oécurrcd, not only in volucs, but ~lsc with rispect
Lo whether there were credits or debits,

I conbrost wita the fowvourable balrnce of froc cxehnnge in 1949,
tuore were large nezocive bolonees in 1947 ond 1948, 0 the eothoer bhond,
the neontive balonee 1n corpenstotico currancics in 1949 contrsted with
s dvsorbtont surplus in 1947, olthough there wos o nogotive boalonce in

. . N L. Y- TR T LA ]
19 due te the rod tion of the Britis
In the follewir~ tblus (50 »nd 51)

froo SISl ood

h V'\lll'f‘ . 111\, CSt u\\.,f

‘(:f'

the

currencics hove beon swreriscd:

/T ple 50.
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foble 20, argentdng: Balone. of Pepads dn bag Cenvertible

burl‘w C v’“_olvx;_;

TR T R CTE R U

NCETS T 2,h8n 2,316 1,714 921
Licbilitics - 2,055 3,765 3.3}3 1,200

2 o oAk
Brlnnce - AL LB 1,017 378
Conversion of froc curroncy 311 401 183 30
Dedenotion of the public ond

private debt : -  B37 - 218
Diffcronces in forcign trode

fisures ~id other oxpenditurce - 138 - 946 431 537
et bal-nce ’ - §35 ”%z?;% o 99§ 19}

Sovrecs  Roperts of the Contral Donk of Lrgentina,

Lrbke 5L ‘rgentina Brlones of Pymemts in Compsnied

Curmn Cy. .;f; e]

- s ————e

Loa6 1947 lok8 19a9

..sscts ‘ 1,751 3,393 4 140 2,772
Li~bilitics L 212 01,356 2,320 . 2,872
Balonce 9 2,027 L8200 . 100
Convrersion into froo currcncy LRI L TR0 I8 LT 30

Redemptilon of public and private
debt and private imperts of gold - e 72 .2,071 .. 13
Differences in the forcim trade

figurcs ~nd other cxpenaiture 5L 2700 . 468 .. 361

4T 1 8L - 507 . 504

P e e
PO b e ——

Source:  Acport of the Cintral Tonle of .";”Ltlﬂ<.

The substontinl surplus obtoinced in 1946 ond 1947 {rom trace with
conpensated curreney arcas wos principally dul to tho £oct that Gront
Brit-in ~nd “jestern Durope were uwncble o deliver the goods required by
argenting, Inportcers thercefore turncd o the Lined cvrrunacy arens, ond
particul-rly the United Stcotes. The licbilitics 1n the balorcee of
payricnts point to the considerablc increisc of 1Lriasrts Troa this croo in
1947 ond 1943,

During 1946 =nd 1947, o total of 712 nillion ..rzenting posos in
conpenstbed currcney were converbted into froc curroncy, thus en~bling
.rguntinn o obtnin o bettor position in the very proficoble criomgul-r
trading systom, Hhcn the United dinsdon suspendoed the convertibility

cf steriing
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sterling dn Jusust 1947, these Sroans-ctisns weore scorisusl:s 1limited,
Throughout the tars following yonrs (1948 -nd 1949) only 21€ million
Srgentine peess in comoensttod curroney were convertoed into {roc currencey,

In 1949, therce wos o tondency to couilibriun in the balonce of trode

in convertibl. currouncy, thoush o deficit occurrcd in conpens-oted curroncy,
This wns, ©2 some cxient, covered by the poartinl reduamtion of crodits
L hl

zronted for oxports during the nrecceding yenrs, The tundeney to o

e

brl~nce of trode, ~s betucin zoncs, will probably pirsist ns long os the

pbrlznces unich Argoating obt-ins fron her trode in Yestern Burope connot
be converted into froo currency,

’

P

n 1950, the b~lrnee of trode vitihh the United Stotes improved. The
gronting of o 125 rillion doll-rs lo~n by the¢ Exvort..Import Bonk encbled:
arzoctins ©o consolid-te the comercisl debts which had nccunul:toed during
the riose critic~l perdad of the dollar short-ge. This dcbu was beoing
srodunlly soertized with o frection of the doller rovenue derived from

current Argeatine cxpevts to the Unitcod States.,

/CH/(PTER ITII
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CHAPTER IIT, MOLLY sND PRICES

Banking and monetary reforms and inflationary pelicy

During the»postwar period thare were several important reforms of the
banking and monetary systéﬁ in Argentina which changed the system in
force since 1935, These reforms, in addition to creating a precedent for
modern economic policy by expanding the money supply illustrate the main
orientation of the Governaent,

Decree 8503, issued on March 25, 1946, alterad the Central Bank of
argentina, from a mixed institution into a purely State establishment,
in which the Board of Directors was controlled, directly or indirectly,
by the Government, ’ '

Decrze 11,554 (194%) nationalized bank deposits, making their
registration with the Central Bank compulsory, whilst othar banks merzsly
acted as agénts. For th:ir usual discount and investment operations,
banks gencrally rely on their own resources (ccpital and reserves) and
those granted by the Central Bank in the form 6f rediscounts and guzranteed
loans. The endorsemént of each doéument and its surrender to the Central
Bank are no longer required; it is sufficient that a general transfer of
all the r:discounted or guaranteed assets be wmade on its behalf as the
banks hove become deposit agenciles, wWithin the limits for rediscount
fixed by the Central Bank individuzl banks cmploy the'depbsits receivead
on bchalf of the central e st-blishment, |

The Central Bank, in order to regulate the Government bond market,
is authorized to buy and sc¢ll bonds up to an amount equivnlent to its
capital and reserves, which may be incrcascd by 10 per cent (later 15 per
cent) of the awrnge deposit balince registered by a1l the banks
quthorized to op:zsrate during the past three ye-rs.

/Until Novembar
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Until November 15, 1948, tho totd omo.nt of bank notes ond
subsidicry currency which had l:oft the Bonk was inecluded under "Currency
in Circulation", ihevertheless, by the previous rz=form, cash deposited in
the bonks could bz considered similar from the monetary standpoint to that
in the Cintral Bonk, Ths foliowing year it was thus decided that "Currency
in Circulation" should 1 .clude only the cash balance héldfby the publicl/,
instcad of the whole cnount issusd, Thus reserves increased to 33,04
per cent of the issus as of Dcécmber 31, 1948, after dropping.to 2 lower
level, ‘ . - . ‘

In 1949, the final step was tuken in the reform progromme. Law 13571
of September of thit year modified the Organic Charter of the Central
Bank and its actions wer: bound by the economic policy laid down by the
"Conscjo Seondmico NreionalM (Nutional Economic Comncil), ‘The Bank thuas
became an autonomous body, attached‘to the ministry of Fin.nce, The
regulntion limiting the holding of foreign exchange to 20 per cent of
the total of reserves was suspended, togethor with the order compelling
the Bank to maintdn gold and foreign sxchange rgsgrves equivelent to a
minimum of 25 per cent of currency issues and sight debosits. Despite its
=2pparontly ﬁransitory n ture this latter measure was officially based on
the theory that 'the issue of curr ncy must correspond to nation:l income,
and that of gold or foreign exchange raserves to the fluctuations of the
. Balznce of Paywwnts".z '

The importance and novelty of the reforms will not be discussed from
£he theoretical standpoint, Attention is drawn however to the principal
fezstures of Law 13,571. The nationglization of deposits, the consequemnt
cst blishment of rediscount as the azlmost exclusive source of bénking
crodit, and the suspension of compulsory minimum gold and forecign exchange
r:scrves, ‘

From the practic.l point of wview, the reform taken as a whole mernns

1/ Rcport of the Central Bonk 1948, pages 89-90,
Statement made by the Argentine Fresident, quoted in the Anmual Report
of the Central Bank 1948, p ge 5, .

i

/that the
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that the money supply is given virtually the maximum elasticity technically
conceivable, or in otler words it can be manipulated g& the authorities
at will,

By cnd large, the process of reform was closely assoclated with the
- trend of cvents, During the ecrly postwar years, the substantial rescrves
accumulated focilitated the expunsion of the money supply within the
scope of the regulations in force, In 1947 and 1948, the substantial
volume of imports amd the nationaliz-tion of s<veral foreign-owned public
utilities resulted in the reduction of thsse reserves, and monetary
expension could not continue except by elimin-ting or easing cuctomary
banking 2nd monetary restrictions,

Despite certain restrictive methods occasionally adopted to moderate
the intensity of the expansion, inflation in Argentina was o deliberate
measure, to judge by official statements, Until the first half of 1948,
the Government stressed that inflation, as measured by the increase in
money supply corresponded to the incroase of production, and that it follewed
the rete of wérld irflation. Recently it was expresaly stated that when
inflation is not exagg rated, it is of benefit to the population because
woges rise to a greater oxtent than prices:L/ On the othor hand,
industrialization has boen mads to benefit from monetery expansion and
according to the Report of the Central Bank, "the measures introduced
in previous years to check the inflationary process ware still in force
in 1949, but were adjustsd to the realities of the domestic mrrket and
to the neéessity of granting credits to 2ctivities which increase the
nscesszry volume of av.ilable goods for the public", It wes alsc pointed
out a2t the same time that "after the intense development of the preceding
years, it was impossible to stem this expansion abruptly without causing
irreparable damage to the fundamentel elements of national cconomie
structure and without aff:cting business requirecnents during a puriod of

I

mone tary expansion."g/

1/ Speech made by the Minister for the Interior, October 26, 1950,
2/ Recport of the Central Bank 1949, puge 19,

/Ev:luation of
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Evaluati~n of the means of payment

Betwern 194¢ :nd 1949 the annuul rote of c¢ip nsion of the means of
piyment was almrst 24 per cen%, that is to s=y, a little wrre than 2 per
cent menthly, In absolute terms, the incretse during this pericd
amounted to 13,593 million argentine pesces, that is tn sy, an increment
of 174 per cunt, us compired with the end ~f 1945, when the figure was
7,805 millinn pes~s.

Table 52, argentina :  licney Supply

End ~f: Millicens of peecs
1945 7,875
1946 10,378
1947 13,560
1948 17,475
1947 21,398
1950 (June) 22,500
1959 (Octnber) 24,027

Source: Mrnthly Stutistical Summary of wargentina

The zv.iluble figures for 1950 shaw thit the rate ~f expansion
wxs slightly lrwer, '

Tuble 53 and Chirt 7 show the domestic and foreign facters which
huave been nperﬁtive in incre.sirg the mecns of paymeht during the peri~d
1944-1949. It will be scen that the means nf puyment deriving from
drmestic sources totnlled 21,611 million pesos, wheress external factors
led tn a decreasa.of 1,914 million pesos, and cireulation accounted for
6,118 millions,

Table 53. argentina : The donciory Situticn

It.oms Variztions
1945 1947 1948 1945
Mesns ~f payment 4,184 4,201 6,162 5,15C
Dmestic factnrs :
eha A 554
Publiz locns and investments in private 2,830 5,382 800 2:072
scrip 708 2,384 2,394 1,448
Mertg.ge transacticns 1,440/ 297 1,011 1,262
Crntrel of the demostic stock market 173 232 8, -~ 180
I.PI transactions 278 1,395 811 1,33¢

Notienszlizotien znd financing of

Sublic utilities 351 314 1,695 651
Fisesl ro,uircments &850 763 805 1,065
=) Redemption of the fareign debt ’ L2 334 - - - -
b) Miscellanenus LL8 . 429 805 1,065

/Fereign factors
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. Variations
~Table 53. (Centinued) . 1946 1947 1948 1949
Foreign factnrs + 354 1,184 - 638 - 446
Fereign exchznge for nationalization
of public utilities -331 - 52 2,071 - 13
Foreign exchinge fer redemptien
of the debt ' - LL2 ~ 334 - -—
Geld and foreign exchmge derived
frem ordinary tronsactions « 895 1,351 1,060 -~ 224
Credit exports - 232 + 553 +« 373 -~ 209
Mc.ins »f payment absarbed 1,619 1,008 2,265 1,226
Leng-term savings deposits and nthcr
long-term depnsits - 8mn 573 1,676 1,086
Centrzl Bank bends held by the public 380 -~ 29 ~ 5 &« 43
Capitel reserves and profits L 227 3N8 L7 584
Miscellanenus accnunts of the banks 142 156 165 -~ LK7
Net increase in the mrney supply 2,555 3,193 3,897 3,924
From private snurces 2,176 1,855 3,97C 4,004
Currency « 970 1,103 1,965 = 2,329
Current deposits and 1nans to the publie 1,177 62 2,005 1,675

From grvernment s and nfficial department s 389 1,338 -~ 73 -
Source: Report nf the Centrzcl Bank of .rgentina
a/ Includes sums paid to redeem mortguge lnans
Banking cr-dit has played zn impertant role in argentins inflation,
These loans huwe been gronted under four different foms: a) Laans ta
the public, which must be =udded tn inve stments in brivate scrip; b) Mcrtgage

lounsj c¢) Government lmans to the I,4.P,I, (irgentine Institute for the

Promotion of trcde); and d) loans to meet fiscul requirements, either

for ordinary pﬁrposes or in arder to redeem the foreign debt,

a) The total amount granted in lrans expanded rapidly during 1947 and

until October 1948, in compli~nce with o dsliberate policy to stimulate

indust rial produc tio 1 preferentially. In 1947 industri:l loans increased

by 96 per cent, as campored w1th the previous year whilst crmmercial and

zgricultural lozns were increz sed 7 per cent and 25 per cent respectively. —/
a8 a result nf the dif ficulties encountered hy .rgentina in 1948

in plucing her experts abrod, it w:s nccessary te introdice a2 selectire

crodit policy which tonk the form of a decree, issued in October of that

year, suspending the g: nting of any speculztive loans, and nrdering

the Centrz} Bank to raise the rediscount r.tes and to reduce the funds

1/ Report of the Certral Bank, 1947, page Th.
/allocated
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allncated fer this puipetu, Lostly, thc decree stoted that "in view of the
shortuge nf labour, the argentine indusiri-l cr.dit bank would nect consider
requests for lowmns tn cstablish necw industries ner to expond those already
in nperation, with the exception nf industries coisidered t¢ be cf \
nition.l utility, or which on c¢ntering the country, bring the nccessary
l.touwr supply”.,l

In view of the conditions prevailing when this measure was adopted
(1948) there was zn increase of 70 per cent in industrial loans. On thé>
other h.nd, the r.te of ¢xp.nsion of comnerciil loans full~t0 25 per cent
and thet of agricultural loans to 41 pur cemt .-2-/

The effect of there restiinticns was already felt in 1949 and tte
increase of lowns in these sctivitics wis limited to 34 per cent, 18 per
cent und 25 per cent, ruspectively, for iniﬁstxy, tr de amd agricultwe,
Nevertheless industry camtinued to predomin;té in the distribution of
credit, z=nd in 1949 industrial loans accounted for 50 per cent of ﬁhe
totel loans, whilst 32 per cent were grinted to trade anc 1C per cent
toegriculhzre,é/ However, the restrictions were not applied to official
lorns: "the Cermtral Bank h:d to distinguish between the rediscount of
gunoeral Loans to the public nd official lozne, which 1n their majority
wele to finance the oper:tions of IiPI, and finully, other special lons,
such =s thosc to muet season.l requirements of productlo ond distritution,
public utilities, or thc «lloc.tions involving socizl security”. —/

During 1550 {until Octob.r) thc vlue of lomns to the puhlic were zgain
grester thin that of Govermment lowns, as may be scen from the following
t ble:

Table 54, urgentinat Bank Lo-.ns

(in millions of pescs)

End of: TotLl Public Official
1947 17,348 6,054 Ly 284
1948 16,237 8,37% 7,855
1940 20,119 9,925 10,194
195~ (June) 21,502 10,754 1¢,738
1950 (October) 22,443 11,824 10,619
Scurce: Monthly Stotistieal Summory ol argentina, November 1750,
page lOO.

3 b Until

Decree 33,425/L3, /®)

Report of the Central Bank 1949. ~ _

Report of the Central Bank, 1949. It should be pointed out that this

clascification includes o;ly losns of ?ore than 50,C00 argentine pesos,
i 6.

Report of the Central Ban 1949, paze /b Until June

Lot

A



E/0N 12/ 217/ fccal
Page 81

b) Until Junc 1946 the mortgige loans hid no inflationiry effect sincc they
were finunced by mortgoge deeds tiken up by privete persons or crganizations,
as the bunking law forbids banks to handle them. By the issue of deeds,
the Mortgage Borks was limited to transferring savings fram one part of the
population to another which is willing to offer its immovable property

as a guorontee; the Bank, as an intemmediary, charged a low ccmrission

fof this service, In June 1946, however, the Cert ral Bank decided that

the system should be radically altered. Referring to the matter, the
Bankts annual report for that year states that "in reorgonizing the
country's banking system, a ch.. ge wzs made in the financial mgime of
mortg:ge transactions efiected by the Nitional Mortgage Bank; it was
decided thet the Central Bank should supply the lstter with the funds
nceessary for this purpcse, giving the mortgige in guarantee, «s a

result of this regulztion, mortgage deeds amounting to 1,497,3 million
argentine pesoe were withdrawn from the msrket,

Simultaneously mortgage bond s werc issued, yiclding 2 1/2 per cant
intercst annually, and by Dccamber 1946, =z total 384 million pesos of
thuse bonds was 1n circul:ztion, In its report, the Cenmtral Bak states
that "i% was.believed that there was no purpose in increasing the emount
tzken up 4n sush bonrds, since this is not the compulsory source for the
supply of the funds requird for the transa.tims of the Neational Mortage
Bark IY.

The disappearance of a traditionsl and sccurely guiranteced system
such as that of mortgage deeds ias bxsed on the need to lower the cost
of loans for housing by making use of the funds which the Central Bank could
well supply - after the refomms carried,ow. that year « without having
resort té) genuine scvings 2t a higher rate of interest,

During the yeur 1947 and the eurly port of 1948, the mortgages grumted
by the official banks (the Nutd onzl Mortgage Bunk and the mortgage
povrtfolios of other banks) were charged 4 to 5 per cent interest annuallyl.
During this period, the interest on mortgsge loans between private bersons
fluctucted at about 6 per cent :nd mortg.ges involving very substantial
swis were probibly at somewh=t lower rotes,

This rate of interest wustencble whilst conditions abroad enabled
avalleble goods to increiss ut zbout the same r-te as the means of payment,

/but when
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but when the me.ns of p yment incrensed Lo cgrester extent thon the supply
of cveilvble goods, ther.te of inter.st, =s 2 result of inflaticn, rose
to 8 and 10 per cuent annucily; ond in sone coses as much as 15 per cent
was chuarged on privite lons,

Under the new system, mortgage louns grnted hy the official banks
were ndortedly inflationzary snd directly increased the msans of payment,
c) The loans granted to IaPI have lurgsly co‘ntrfibuted to argentine
infl-tion, especially in 1949, In 1948, the funds obtained by the
argentine Institute‘for the Promotion of Trade by means of bank loans
were used in purchasing thie Brid sh-owned railways, in tuilding the
g2s pipe-~line between Buenos slres and the petreoleun deposits at
Comodore Rivad.via, in extending the telephone services, and in
purchasing cereals =nd oilsceds, In 1949, the greater part of its
transzetions were limited to ¢rop purchzscs, Sufficient date are nct
“vzileble for 1950, hut it is believed that thure hue besn 2 decrezse
in the credits because of smeller ‘cn‘)p‘ purc.‘nfkses and dealings in accumulated
stocks.,

d) The means of payment issucd to cover fiscal requirements (see Table
53), which in the past few yeaors hove fluctuated at about 1,000 millicn
pesos, (naturally're;resent only a part of th: funds which the State
obtains'_qfrom lozns., The greater part is derived from the sale of
hends and shares, the market for which has undergame considerzble chmge
during the p.st few years, at present, they are chicfly sold to the social
security institutes z2nd to government dcpé rtments and, on 2 smalier
scale, to banks, In 1949, for instance, the social security institutes
took up bonds, stocks and shares amounting to a total of 2,249 million
argentine pescs, whilst the banks and .official departments absorbed 505
and 199 million pesos, respectively.é/

The generzl public does not only take vp the officiil issues but tends
to scll them far more profitable investments, beccuse of the low rate
x(3 par cent) of intercst, These sales involved & tot;il of 371 miliiocn
and 703 million p.sos in l%,‘;‘yand 1948, respatively.

3. Infl.tion, the balance of payments and the rate of exchage.

Extemal factors have not contributed to the expansion of the means

1/ PReport of the Ceatral Bank, 1949, pege 78.
/of payment.
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of peyment, On the cantrery, their influcnee tonds to moderzte such
exp:nsion, as may be scin from Tuble 53, butwsun 1946 =nd 1947, ext.rnal
facteors reduced the me:ns of payacnt by 1,912 mlllion pesos, despite the
fact th t uring this s.me period 2,457 =million p-sos of farcign cxchinge
were used in nationalising public utilities nd 776 =illions in the ‘
" redemption of the foreign debt, thereby cre.ting = domestic nctns of
coxpensatory payments,

On the other hand, thc repercussion of domustic cxpinsion on the
Bal-nce of Poymerts wis onsid-roble, though lewer thon would have
otherwise cccurred -nd different from norm:l ¢xponsicn in some ©.spects,

Owing to the strict cantrol of imports, for whirh prior oxchange permits
v required, the increusc which woudd have cccurred :s 2 rosult of
infl tion.ry pressure wis nct roflected in the debdt side of the balance
ol payments and espicizlly not in imports, The nuber of pricr .xch nge
permits to import which hwe beunrefused cr reduced considerably, h s
grown extroordinarly, cspocizlly since ibeut the middle of 1248, I% is
not difficult to visuilizc the dif ficultics encounter.d in roducing this
deriind to o sum equivalent to the foreign cxchinge -voilzbilitics by
mczne of a system of fixed rotes of exchinge, H.owcver, the res lts of
donestic monet.ry exp:nsiom mzy be clearly chscrved an the csset side
of the balance of pwyrints, principilly in the r:ducti-n of cxports,

Ccets of =gricultur:l and livestock production iner . cscd substnti-lly
owing to meonetary inflaotion znd were thus unfaviurible to producers who
obt-ined no p:rt of the benefits -ccruing from the high priccs 2bt-insd
by 1..PI. By 1948 the narcsin curned by IAPI hod disappc:r§d 18 = rosult
of the £.11 in world prices, ond conssjquentlyl:rge stocks bugmn to
accumul=te, which e.uld not be pliced n iny market.

Domestic costs of oth.r zonds not ceontrolled by I1.L.PI h-d incrctsed
to such z2n <xtent that the produce rs were unwilling to -ccept the
prices -bt.ining on the world ni.rkets

If it is kept in mind that the mtes of cxchinge h ve rom-ined practic lly
const.nt since 1939 (esp.cizlly the bosic offici:l buying raite of
33582 argentine pesos per 100 US dolirs), it will be cosicr to sco
whynonet:ry <xp=nsiosn -nd th. subsequunt dorestic dev:luntin of
arg.ntine currcney f:iled to prouuce thc res . lts which ndght norr-11y

/bave becn
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hov. bcon exwvected,

In Lhoe first pl.ce, domeetic duprsci-tion dia not give risc to
foreign devilustn of the puse, boenuse of tle rigldity of the ~fficial

r v.e of exchinge; nor, meoreover, did it orove on incentiv. U0 czports,
which 1s gone 11y She ¢tse when fireign dovalustion cacurs vrndsr normnl
tr de comditins, Since argenming expeorts were canslized through the
ffiecinl institul.s moropolizing forsign trads, the prices bt-inea by
the producers were to ¢ cert.in extent independent of the true vilue of
the curronsy ond were previcusly fixed by the =uthoritiszs. Tn tnis cose,
thas OStite derived the =dvnt:ges tc Le gidned from thes hizh orices
vhlch 1t cherged to fireiga imperters nd simili:rly, it suffyred losses
wnen prices on the world nmaorket £211 :nd it wos compellad to moke the
recessury adjustment s, 2s cceurred ltter,

nports, although svbject to the issuing of priority licenses
sccurding to vwhether they wers essentisl nd whethor zdeguate foreign
exchenge wis avellable, likowise wore not ffected by domestic
menetsry devalusticn., It wuld scem nicoss.ry, however, to further
clarify the ease "f argentina, puinting cut th:t in(j:f respccts this
cximple is similar to the mijority of Latin americen countries, The
income  elasticity of imports is grenter thin thelr price- lrsticity,

£

The expinsisn of the mence of payment immediatcly rovesls the high

cropensity to import which is only feebly checked by the risc in the
price of imported goods, The largs volume of “mperts rocorded in 1947
-nd 1948 would most 2ssuredly hoc beenercngentr hd no reshbristins
becn impecseds This is to be assumed from th: incr.use in the woeeans
cf poyment during this pericd nd in the foct thit zeccunul tod dumrnd
for imports wis brovght up to dite; this is confirmed, morecver, by the
nuncrous exchinge liconses for impoerts which were r joctoed or roauc.d.
horvover, the scllers rote of sxeh' noo, thoush hizhor then th . buycrs
r te, w:s lower thon would probbly h ve been the ¢:se h.d the roal
tendencics of the m.rket been 11lowed to oporate frooly. They do act,

N
therefore, -ct us = check .n irpourts,

Tneorctic 1lp, the rendjusiment of the rotes f ¢xeh nge hed buen
neccess .ry foo some time nd becmoe oxtronily urgont ftor the besuinning

21943 Yow ver, for proctic l rooeirns it wos d cided not o et in
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this matter until similair decisions token hy other countries hid bewn made
known, When Grewt Brituin dev.lued the pound sterling on 18 Scplemboer
1949, it wus belicved th:t the time hud come und on 3 Octob.r 1949, .rgentinn
reaajusted har rates of cxch.rge, ' ‘

The nuzber of multiple rotes of exch:nge, used as incentives for the
exports of  variety of prodwts (wool, bides, linseod oil, ot cetera),
were incre.osed and the selling rotes for these products wore chrnged from
2 basic rite, which remained at 3.3582 .rgentine pesos, to a p}eferential
rite 4 of 4.83 posos per dollar,

No explanatisn .5 givwen for maintaining the busic buycer's ;ate ot
3.3582 argentine pesos par US dollar, This may have been dene in crder
to strungthen argentina's position in her negotiations with the British
Gow rmment, reg.rding the re.djustmert of mect prices =fter the
devaluati n of the pound sterling,

The explanati:n for the other buyer's rates is given in the report of
the Centrsl Bank for 1949: "Export gocds were divided into four
categories; the basic buycr's rete is still applied to meat exports,
and those of certain cereuls and oilsceds, for which the r.-te¢ of the peso
has been mointaeined in relation to the currency which h:s not becn
dev: lued.

WThe preferential buo .r's rate and the spueial buyer's r te are
spplied to foreign exchapgc derived from exports of coertain agricutarsl
2nd livestock products and mnufactured guods; these ratcs wrc
estublished as an incentive to bxpﬂrt5<ﬂﬁ fuacilitated competiticn in
view of the new conaltluns prevulling on the buyer's murkets", ~/

Experiexe has shown thut it wos difficult to effect stles at the
buycr's rate and moredyer th.t the léw baisic scller's rate did not
discourage demand for imports.,

On the other hand, the .stablishing of 4 tctzl of nine different rat.s
of exchung. (roth buyer's and sellerfs) ciuscd > good deal of difficulty.

1/ Report uf the Central Bank, 1949, p:ge 30. . riore detziled
explanation of the systum will be found in Docwment E/CN,12/165 of
March 1957 “Commercial tenduncies nd policies in the Latin .mericun
Countries , submitted by the Lconomlc Commission “Tor Lotin amirica
during the II1 Sessiu at Montevidec, My 1950,

/Because of
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Because of its complex notwe, it wis theref re decmed =dvisuble to
simplify the syst.m, |

In order to stimulate agricultur-l production, and especially wheat
growing, a price »f 28 .rgentine pesos per quintel was fixed for the
1950-1951 h-rvest, This wus higher th:n the world price 2t the hasic
rete of 3,36 pusos per US dollar,

Thesc events, together with monet  ry expansisn, which increased
domestic producti.n costs led to the estoblishment of new rates as of
28 .august 1950, ‘

The most import.nt fecture of this reform was the reduction in the
nuwrber of multiple rates from 9 to 5, and the fact that after 11 years
the basié rate of 3,3582 .rgentine pesos per US dollir was abandoned
for a rate of 5 argentine peses per US dellar,

The following teble shows the -lteratiins m-de in the argentine ratcs
of exchmnge . }

Table 55, argentina : 4lterations in the Rates of Exchange

(in pesos p.r unit)

___3 October 1949 28 august 1950
Dollar Pcund Dollar Pound
Retes sterling sterling
Buyer's
Basic . 3.35862 9.4 5,00 14,00
Preferential & L.8321 13.53 )
Preferential B 5.7286  16.04 ) [+ 2L
Spenial 7 .1954 20,15 - - - -

Seller's

Basic 6,0857 17.04 750 21.00

Preferential o 3.7313 10.45 )

Preferential B 5371, 15.0h ) 000 14D
Open Market n,02 25,26 14455 4074
Bidders Market 12.53 35.09 - - -

Source: Circulirs issued by the Central Bank
The new basic buyer's rate, implying & devaluati-n of 32 per cent as
compared with the previcus quotation of 3,3582 argentine pesos per US
d31lar and of 3 per cent in relation to the preferential mte of 4.83
pescs, covers the most important constont scector of argentine exports.
It is estim.ted that between B0 ind 90 per cent of the country's exports
' /are transacted ut



E/CN. 12/ 217/ ccal

Forze 87

are tronscctued at this rato,

The preferential buyer's rotc of 7,50 rgontine posos por US

doller was cstablished in order to facilitate thoe cxports of goods

85

desipnited by the deseription "irrcgulsr',
The "free market® rote, thot is, the sclling of US dollors ab the

3

d ily quotcotion - 14,55 irg.ntinc pesos - 1s copli.d to cxports which
involve a higher degr.¢ of monufccturing or domestic costs. It should
bo poinved out that the M"irce markct" rave is not crtirely frec to
rospond to conditions of sup:ly and demend, but that it mey only be used
in trensactions which have beon proviously ocuthorized, This rate is
controlled by the Central Bank, cven though i1t is allowced to fluctuate
slightly,

The preferential rote of 5 posos por US dollar is only oponlicd to
{¢l imports, that is, for pctroleum and its by-products, cocl and coke,
The bulk of .rgenvine imports (bctween two thirds ond three fourths
thercof ) arc trons.ctdd at the besic scller's rato of 7,50 Sroentine

.pcos per dollar, This group includcs row matcricls and some merawfocturcd
coods rccuirad by industry, to;cther with other goods csscntial to
the country's -~conomy,

TWo other moans have clso beunestablished for importing goods: the
"free markct!" rete may be op:lied to proucts which arc not "cs cntial
ond also, providing cort-in conditions arce fulfilled, for merchondisc
which "dous not involve the utilizotion of forecign cxchmge!,

The statistical deto ot prescent available, does not Limble an
assessient to be made of the cfficts of the new rotes of cxenonge,
nor, morcover, is it possiblc to forccast how long they will continuc
in forcc, This will dcpend on the trend of internctioral pricos ~nd
domestic costo, Tho vorious ospeets of lrgentinc trade policy, which have
beun xomined, sugrest, howev.r, that the .conomic rcndjustment sought -
the stimulation of producticzni and crports und the rostrictio. of imports -
will not bo s coffcctive os might be cxpected under norm~l conditions of
trade, The gpontriicous roactions which might be wnbicin it ¢ ~fher
monct ry develuntion hrve been mocificd in the ficld of oroduction and
of cxports by suéh mersurcs 25 the fixding of pric.us vhich ~t pr.osent
guid. the imaediate policy of producers, The sclection ~nd roduction of

/ths volume
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Lhe velume of imports in turn will be nIflcted by roentrictions in the

gronoing of import licenscs robher than by develuaiion of the peso,

Henns of payment

If the rotc of monct-ry .xoonsion is compnred with the incronsc
of orices, it will bo s.on that the former was much highor thon the latter
until 1949, Since then and during the first fow moaths of 1950, thc
porition wos roversed ~nd prices rosc ot 2 much higher rote than the
means of coyment, This is confirmed by the ctrtisties avoilable,
though their roliability may boe subject to cocrt-in roscrvotilons,,

Irdc.d, in gueral, fow pric. indiccs hove boon published in rgentinn
in the reccent post; thooc ao only prriial indiccs for the cost of
living, which includc thc priccs of foodstuff's, clothing and housing,

Thus, ohic moons of poayment hich avercged 4,952 million argentine
pusos in 1943 hod be.n increcs.cd to 19,237 million in 1949, thov is, an
increase of 289 per cent, The cost of living indicces rosc 137,.,4 por cont,
but if runts ore not included (they have been orrcticully frozen since 1943)
the indices will be found to hove incrcersed 166,8 per cent; the cost
of foodstuffs h s riscn 145,6 per cont, of clothing 202,2 per cont
cnd of building 260 pcr cunt,

During 1949, thc m.z2ns of poymert hod inercoscd 25,5 per cent, as
comp~red with the preced . ng yeor, During the srme piriod, tho cost of
living (. xclusive of rents) had incrcos.d 36 por cent, foodstuffs 30.5
p.r cunt, clothing 42 pur cent, -nd building 26,8 pcr cent, It will be
seen that this upvard tondency proveiled during 1950, though no zccurctce
d tr for the cxponsion of the m nns of payment in that year ~rc available,

this spuuding up of "the rate of incrensc of oriecs moy be oscribed

to thc policy cdoptedin 1949, horeby indircet toxation of nroduction wes

lrercnsed and the subsidi.s formerly zr-ated to coert-in cssential goods
{aont, suger, milk, oils, cte,) were suspended, The only product which

is 5011) subsidizced is bﬁking flour,

/i2ble 56,
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Teble 56.  .rgentina ¢ Indices ol Ferpiol Prices
(B S 1937 pad 100)

Yoors Cost of Cost of Foodstuffs Clothing Cost of

llVlng ﬂ/ living b/ building
1943 100,0 100,0 00,0 lOO 0] 100.,0
1946 140,.5 146,14 144,2 L1147 45,0
1947 150.5 170,1 165.2 17844 189.0
19,8 180.4 196,1 188,7 212.3 283.,0
1949 237 .4 266,8 245,56 202,2 360,0
195 ¢/ 300.9 341,40 320,7 369.6 510,0 ¢/
Sourcc: Cost of living, foodstuffs and clothlng Monthly Stotisticnl

Survrg;;,

Cost of living, csmclucive of rontu, caleulated by ECLa

Cost of building, gouged from the indiccs publishcd by tho

Rcvista de Construccioncs (Building Mogozine) of the C‘m,r~

.rvuntlna dc Construccidn (.rgentine Builders ..ssocizt’ on)
o/ Officizl indices
b/ Ixclusive of rents

e

adjusted
Estimtcd - provisional dntr,

The indices for prices of sclected brsilc products included in

"Foodsoufis" will be found in Toble 57,

Toble 57, zgending :
gonsrer z00dgs

B"SC 1911‘—3 s lOO

Yeors  Bread  Bocof 01l 1iilk  Butter
(steaks) (mixed, vx--
cluding

e e QMo oil)
l9h6 108,6 128,2 132,0  126,7 166,7
1947 112,9 153.,5 164,1 160,0 166,7
1948 128,6 157,7 174.8 200,0 211,3
1949 . 149,0 212,8 236.7 2406 302,5
19502/ 171,0 288,5 237.4 333.3 400,0
Sourcg: Monthly Stotisticol Swunry of
5/ lugust.

The moderate risce in prices in rll

policy of subsidics,
in the volume of av-il-blc goods,
2) The

stem the risc of orices,

ation to thr

Suger

lll 9
111.9
111.9
153.7
357.1

xR
of pryment until 1949, moy be.ottributed to two factors:

Ordinory
Red ine

h— e e

163,1
170,2
170.2
207 oty
2047

argentina, Octobur 1950,
\\\\\\ .lon of

fix.d prices ond limit.d profits; ~nd b)

o ) o

Indices of retail prices for sclected

Ham

-

122,2

T 120.2

125.0
146.3
194.4

the means

officinl

the incroosc
argontine Govornndnt adonted 3 different types of ronsures to

/Until 1949,



Until 1949, ond especially during 1947 and 1948, I.PI used a part
of the profits obtcined from exports to subsidize producers of certain
essentbial articles, such as bread, sugar, oil, meat, dairy products,
ctcotera, When in 1949 these profits werc no longer obtainable, cs a
result of the fall in world orices, the system had to be abandoned,

The second type of measure established moximum profit margins for
.entreprencurs on their volune of production, This system -:as considcred
simpler and morc easily controlled; moreover, by not freczing prices
or imposing a cciling on investment profits it wos believed that
prdduction would be stimulated and larger profit would follow,

The prinecipal producers affccted were the manufacturcrs of c.ment
(for whom a profit of 0,50 ..rgentinc pesos por 50 kilogremme bag of ccment
was ~uthorized)and the textile manufacturers,

The mex.mum profits zuthorized varied os follows:

Decrce of Deeree of Dccrcé of
October 1947 February 1949  ugust 1950

(per cent of total scles)

Spinning and wcaving of wool 19 13 11
Spinning of carded wool 15 10 8
Washing of wool 7 5 3
Spinning and wcaving of cotton 20 14 12
Weaving of rayon 15 11 9
Dycing n 11 9
Full..foshioncd hosicry factorics 16 1 9
Scemlcss hosicry factories 14 10 8

In October 1947, the wholesalers and importcers in the textile trade
were allowed an 8 per cent profit margin on their seles, In Fcbruary
1949, thc importcrs! profit was rcduced to 7 per cent, and to 6 per cent
and 5 per cont respectively for wholesal.rs, according to whether credat
or ccshiransactions were involved, After .iugust 1950, profits were further
reduced to 5 per cent, 4 per cent and 3 per cent respectively, .. gross
nrofit of 20 per cent on its sales was authoriscd for the rctail trade in
sugust of 1950, Prceviously, the nct’profit allowed was 8 por cent,

Ixporicnee has shown that this systoem enables production to wuxpend,
but it has thec disadvantage of not bencfiting cfficiency at 211, sincc
profits will incrcasc in a measure with costs,: ) ‘

The t%ird typc of mcasurc refcerrcd to above, is the estoblishing of
official pric s, csp.cially for csscntial goods, This policy was ~do-ted

/throughout thc
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tht dn marm cnsec wags inerenses have absoroed profits entiecly, 1t

nres gt G B o ea= - - D e e . i o e st o
h~ove not ole sl the Loszes :ghffcl"@d oy ma el oo ors in the perasa mebweon

the raising of the wage level and *he time when tnis increase was

FAy

recognig=d tc he part of ersta. The textile imdustry, for example, was

rlzced in 2 very difficult »osition until fugest 155C.

Maydmam pric s were porl-dically fixed -~rd 0= st-ictly enfirced by
p;]ice.mcthvds, viclzters belng severely ourisnod,

Methids such .z 4his do, t¢ some extuent, orfsel certain comphone
of the inflaticnury process, rot-rding its fect on oa Jimiec number
of controlled goods; bub ths connot get st tae roots of the nrocess
itelf, Contrulied pricus comstitute vidnor:tl: points in tho sprending
of the phenomencn of rising gricos coucing shortages  (oither recl o2
eimul ted) of cortuin goods wnd cr. ting = re.ctisn in the scctors
affected by official 2ctiin. Over the lenz priod, moreovs 2y rising
rriccs 2re the inevitnble resvlt of monetary infl+ticn, a2s has been

shown in the case of Argentina 'y the rise which -ccurred in 174% and
1950, and which was sharper than the expansisn of the meons of payment.

v) As has alre-dy been puinted out in this repert, available g-ods

4 k-
O
N

0 1747, howsver, there was 2 ¢ ntracticn,

This weuld aprear to Le themost 177

mediration of the price rise, Howev r; 1t chodd te polated -ut  that
the increase of avail~’ 13 goods was gre-tl infiuonced by the velums ef

imperts, which amounted ©o 24.4 and 34., por crt foto

t
greds in 1647 and 1943, On the other hond, capit~l goods amcunted te 34,9

and 41 per coent of voftol imports in 1V47 =nd 1%¢, rocpectively. Thue ,

availakle consumer gocds either did ntt ircerencs in the poozcorelion

>

suggzsted by the firures for nvailoble goods ~r dad not increise at 2lil.

From the foregring conclusions 1% mar e inferr.d thzt these checks

o

have not beon intense encugh to offsct the nermnl offects ~0 tac inflation:

process and that the price incresse of goods n:t Included in the cest

of living indices, cr net subject to official camtrols

23ed signifieantly in 1947; in 1547 and 1749 the trend was dntensificz



disproperticnately greater than the latter, On the other hand, from the

a8
D

meager data available — figures en bank clearings, for example - it might
be assumed that the velocity of circulation of monsy has not increased,
but mther remained practically constant; or declined semewhat over the

period under chservation through 1949.

Menetary expansion and demestic productia

The palicy of expanding the moncy supply was 2dopted in order te further
the country'!s industrial develepment., From the data shown elsewhere, it
will be seen that the principal obtjectives in this compaign have largely
teen achieved,

Infiation undoubtedly favsured the process of industrializaticn by
increasing demand and facilitating the raising of the price level, with a

ubsequent incrense of costs at a later date, But the initial impetus was

0

given »y the ccuntry's isolation during the war. This first p.ricd of
increrse ended in 1944 and was follewed by a slight controction in 1545,
rggravated by the depreciation of old cquipment. In 1947, the trend of
inflation swings upwird agair. as a result cf imports of capital gonds,
reaching a peak in 1548 (slightly higher than the 1944 level) =-nd falling
1zain in 1949 and 1950,

I'ne highest level of tot-l preductien was reached in 1544, The curve
fer industrial production is very similir to that of total producticn,
though in the case of the laticr the 1744 level has not since been surpassed,

If these data (given in fuller detail in Chapter II) are compared with
the trend of the means of payment, it will be scen that maximum productim
was ebtained in the early stages of the Inflaticmry precess and that the
1945 and 1946 contractions ceincide exactly with the expansion of the
means of payment, In 1947, beth industrial and agricultural and
livestoeck oreduction increased, whilst in 1948 the latter has increased
in preoportion with the decrease of the former, the means of payment
centinuing to expand at 2 constant rate. When preduction decreased for
a second time (1949 and 1550), the means of payment again maintdined a
constant rate ¢f inérease.

This shows that the influence of inflation on producticn as 2 whole
has been second2ry, If, in fact, irgentina had attained full cmployment
befcre the end of the war, it is evident that the mere monctary expansion

was not in itself sufficiernt to tring about furth.r increases of productien
/and that it



CHART
ARGL NT eNA

BUENOS ALRES STOCK MAPKET TRANSACTEOMS

O 00 THFECTIVE JALUES (N MiLL(CONSG OF PL$2S SEMI=LOGAt:, THAIC SCALFE

A — e —
[
i. 10TAL
—~ <. SHARES

. ‘. GOVERNMENT SCCURITHIES

) UO2Y
. N\

/
,\
N

o e e

;
|
’
3
0X3 \
- / 2
- v .
{- / \\
r / ™~
/ -
- /
;CQ | /
,- -— { U | - 1 1 ! . _J

|-

SHOEX STOCK At T SECUHPTIES
193~ 40U 1

° /

4

.
i
|

!

i oo, L.. A
1Gh

S

b "0 NATION ., LOOROMAC _OMMISSI0ON "OR LATIN AMER:ICA

- ey \

N B

Vet o o

4

——

- A——r

@
L T



JSE CEREA R Y
RE AL wHG % 2 50 AV A aBLE GI.DS
o, X
L YAl b AGE, A i
EOK) ’\. ITL. 3 VRVIRY A WAGE ;
T 2. ANKUAL ~EAL WiGES B
3. Av. LABLE GDIUS CER (A4Ta ;
&
| .
I
]
)
i -
1 .
'TKL‘ N !
\ T \\
. N
A
| N L
\\\“.
AN
“ N\ 8
- . - P
v PO I
o .
- 2
}
'
- ‘.\
AT !
of AT
30 <z = .
Ny i
i
- i
. A, NOMINAL WAGE DLFLATED BY t'NDEX OF COSY OF t (Vitr 0,
3. MOMINAL WAGE ULUFLATED BY INDEX OF COST OF LEVING FXCLUL: NG HIONTS i
‘}__ §
- +
-
J
[
{
{
t
j -
1 1 . i i | ESNS S SO |
1944 1G85 Y

UNkTED NATIONS, EcOnoMic COMMISSION FOR LATIN AMrRICA



and that it could nermally erly lezd to prics inflation, 6 211 cvents,
it can be sdmitt.d that thz policy of menetary =xpainsion increased
producticn to the extent that it displaced Twetol® to more productive
activi*ies, or in otha wcrds, when there was disguised uncmpleyment
rather than full emplcyment. This is protably what ccecurred when

industrial prmduction grows at the expense of agricultur:l production,

Real wages and avalilable ccods
It was pointed out in Chaptcr I that between 1943 and 1946 nominal

wiges increased in a mensure with the rest of living, so that during this
pericd there was enly a 3.9 par cent increasc in the rcallwage level,
Between 1947 and 1949, nominal wages rose at 2o higher rzte, so that in
1649 they were 62,1 per cent over 1943. In 1950 the index of real wages
fell sharply from 162.1 to 139.4.

Uncertainty provails in nearly every ccuntry as to the accurzcy of
the cost of living indiées, In irgentina, for i:stance, these indices
include rents, which have been legally frozen since 1943, Sinc. the
situation of the workers varies according to whether or not they occupied
their dwellings before er after 1743, the possible margin of error could
be decreased by excluding rents from the chlcul-tion of the real wage.
In Table 58 the trend of re:l vages has been shcun, both including and
excluding rents,

Table 58, .rgentina : Indices ¢f r.al wages and avallable goods

( 1943 = lOO)

Tears e Real Wages B. Real Vages availaple goods
(including rent) (Excluding rent) per capita

1943 100.N 100,0 100.0
1544 109.9 104, 2 108,8
1945 100,3 B 59.8 776
1946 ' 103.9 100.0 115.7
1947 12545 121.9 14864
1948 15A.2 Lok 155.8
1947 162,1 1454 ' 145.4
1950, 1394 123.2 127.9
Sources: Monthl:- Statistic:l Bulletin cof irgentina

.The real wage, rzadjusted to cxclude rent, rises less sharply, though
the upward trend is quite marked, especially in 1948, when it rose to
4, per cent over i943. “fter rising another peint in 1949, the index
of re=1 wages fell, in 1950, to 123,2. |

/The trend



The trend of real wages (wnothor re ajusted or not) folleows thoat
cf per capita available grods, 22 ¢nn be scen clesrly in Chert 8., Crher
the period 1945-48, the curve of ~vailzblc gocds rises rhirply and then
falls in 1942 and 195C., The rite o expansion of r.al wages, though
less morked, remained constant untii 1949, =nd only fell in 1950,
accerding te the data available, Thus the ourves forreal wege nnd per

capita available gocds have 1at:ly tonded to come together again.

The Strck dlarket

The usual repercussions of any inflationary process have been

clearly raovealed on the ‘rgentine suveck exchangs,

Table 59 ard Chart § point teo two phenomena which, though indepondent
of one 2nother, tend to aprear together in this process, Thuse are
a) chinges in the composition of stock transacticns, and %) a proncunced
cxpansion lending up to 2 crisis which is fellewed by a sharp fall.

2) Demestic devaluation »f the currency lowsrs the vilue of scrlip with

a2 fixed r-t. of interest, whilst enhancing that of viriable yields. It
is therefore nct surprising th~t .rgentine monctary expansion has chused
the follovwing changes: whercas in 1944 sharis accountel for only 18 ‘
per cent of total strck exchiaonge tronsaictions, by 1947 they accounﬂed for
8L puar cent, the real vnlue of these operations incre-sing from 513.4
million pesos tc 5,155.C million pesos over this period, On the other
hand, the real value of public stock trunsfers over the s~ae perdiod

fell from 2,017.8 millicn teo 1,116,7 million pesns.

This chznge wzs partly brought about on e hand by the process of
industrialization, which re¢ uired the investment of real snavings, and on
the other by the official policy <f maintaining cuct ations of Govzrnment
securities ond of reducing their yields when the long term mirket rate
was high, The prefercence of investors was thus diverted to shares and
the Gov.rmment began te place its scrip in socinl scurity institutes and
rublic entities, and to a lesser extent, in the buinks. The diswppezrance
of mortgage douds on the other hand, to which reference has already been
made, marks the end of a form of investment which for many years has
bsen adopted by smll and medium investors in Argentina,

b) The rise in private security cquotatians, which was to be expected frem

the circumst nces noted above, was stimulated by credit pelicy. Two

pcriods cm be distinguished in this rise. The sharp rise whih cccurred
/in 194¢
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ir 1246 may te ncccunted for bty public senfilunce =ftir the resteration .
of 2 constitutional povernment, OCn the cther hand, the rise in 1942
corresponded to a predominantly sp culative sxpancicn, which wis favoured
by crceiit facilities, the incressed numb.r of lons-term tronsactions,

ard the incentive provided by substzntisl wn! rapid c¢arnings in the phase
of optimism crouted by ths aburndonce of meonoy,

The credit pelicy of the banking system wis ffected hy the
ur.faveurable prospacts in various szetors of Argentine <ccenomy 2t the end
cf 1948, especially in the fisld of forciem tr 2o, It bocame gradually
more difficult and meore expensive te cttain le~ns for unmsccured
transactiorns, amd the upward moviment of the siock exzhonge wes checkod

w. In o1 sincle month ths

ter Fehruary 19L9, when the recessicon bos
indices 2f steock mark.t sccurities fell frem BAL to £33, reaching the
low point in crly 195C,

Tabie 59. rgeontina @ _Busnes irds Stock mxchinge

o s e

Transactiorns sactations

’,__J
(@)
O

Eeal value irn millir~ns of pescs, Indicese 1938

w2
oy
5
G
0n
.

Tears Tetal g/ Government Bonds Shar.s

lg"-l-l%— 2,83701 2501H.8 513:14

1545 2,508,2 1,657.1 ,221.5

15454 3,666,7 2,141.3 1,742,

1947 4,787,2 1,545 4 2,

1948 0,265, 1,116.7 5,1

1647 3,£57.2 File5 2,8
1,1
2

f
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1950 2,038 873,h

scurce:  menthly Statisticnl ®dletin ~f Ar
the Chamber »f Comrmerce.
Irdices cf qutltlvus Swan, Culbertsen & Fritz.

, and BEullebin of

/
2/ Includces debentures
- / . R
L/ lverzge prises of the leading shares ot the <nd of eaxch year,

The £-01 wculd have booneven greater znd its consequences more
sericus hoi the Govornment not intervened through the "Instituto HMixto

Irversicnzs YNebiliarias™, established in June 1947, in order "to
regulate, systematize 2nd strengthen the sccuritics narket gensyally™.
Durir.g the Fobruary 1949 crisis, the IMIM advinced €5 miliion pesos te
chare purchisers for unsceured transtietions, .l 55 millien for 2 special

o

. . 4 B . . 1
criait cperatiorn for 4 turm of cne year and punrantecd Ty securltles.:/
i

1/ Repert ~f the Central Sank, 1949, page 87.

/Since the
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Since the period of rezdjustment has prebably ended, the improved
prospects in internaticnal trade and a tax roform te facilitate
. . . A . / . 2 .
transactions in this type =f scrlp,;/account fer the reection which occurred

during the second half cf 195C and which may e traced on the attached
chart,

;/ Referm of the profit tax law, which levies the greatest propertion
of the tax on the Company and n»st cn the individual shareholder,





