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AD HOC COMMITTEE ON PROPOSED ECONOMIC COMMISSION
FOR IATIN AMERICA

REPORT TO THE ECONOMIC AND SOCIAL COUNCIL

.

I, INTRODUCTION

1, By ite resolution of 11 August 1947 the Economic and Social Council
established sn ad hoo Committes consisting of Chile, China, Cuba, Frence,
Lebanon, Peru, United Kingdom, United States of America, and Veneruela,
and requested it to "econsider the faotors bearing ﬁpon the establishment
of an economic commission for latin America within the framework of the
United Nations and,,..present to the Council a report with recommendations
concerning the oreation of such a ccmmission,” The Committee was
authorized to "consult with intorested agencies both within and without
the United Nations," In addition it was instructed to "ascertain the
views of the Ninth International Conference of American States convening
in Bogota in January 1948," _
2¢ Aocordln.éh, the ad hoc Committee on the Proposed Economic Comlssion
for Latin America met at the Interim Headquarters of the United Natioms on
G October 1947. The following accredited representatives of the
Governmente Nembers of the ad hoc Committee attended one or more of the
-meetings: :
Chile Mr, H. Santa Cruz
Mr, Fausto Soto
Mr, F, Maqueira

China M, P.C, cmﬂ
Mr, T.Y. Wu

Cuba Mr. G. Belt .
Mr, J.P. Cubillas
Mr, C. Blanco
Miss U, Manas

France Mr, T, de Clermont-Tonnerre
Mr, J, de Folin

Lebanon Mr, C, Nalik
MI K' Mmul

Peru Mr, J. Monge
Mr, C,H, de lavalle
Mr. J. Encinas .
/United Kingdom
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United Kingdom Mor, H.M; Phillips
Me, 3.C.C. Alexander

United States of  Mr, W,A. Fowler
America Mr. L.K, Hydse, Jr,
Mr. L. Stinebower

Venezuela © Mr, C.E, 3tclk
Mr. P. Zuloaga
) . F - M, G.A, Lovera
3+ The following rapresentstives of Spscialized Apencies invited to
participate in the work of the Committee in accordaunce with the terms of
Agreamen'ty between these Agenciles and the United Nations attended the

meetinga:
Intermationgl Labour Organization Mr, E.J. Riches
Food and Agriculture Organization ‘Miss S, G. Fowler

Mr, V.G, Casseres
Mr, R, Arellanc-Bonilla

United Nations Educational, Scientific and  Mr. B, Arenales .
Cultural Orgealzation Mr. S, Arnaldo
International Civil Aviation Orgenization Mr, B,R, Merlin
International Bank for Reccnstruction and !

Development Mr, B, lopez-Herre:te

International Monetary Fund Mr. G, Williams

’ Mr, J. Del Canto
The Interim Commission of the World Health Organitzation was represented
at the meetings by Mr, G,B. Hill II, . _
4, The American Federation of Labor, a Nom-Gover:mental Organization
having Consultative Status was represented by its consultants
Mr. S, Romualdi and M, Peter Garvan,
5« Mr, Carlos E. Stolk, representative of Venezuela, was elected
Chairman, At the Committee's request, Mr. Stolk consented to act as
Rapporteur, It was decided at the first meeting not to elect other
officers, but Mr. H,M, Phillips was clected Vice-Chajrman atv %he fifth
meeting on 20 Noveuber 1947,

~ II. ACENDA

1. The following Agenda was adopted:

(1) Submissicn of data prepared, or to be prepared, by Secretariat
regerding the economic problams of Iatin-American countries in
eccordance with the final paragraph of the Economic and Social
Cowncil's resolution of 11 Awgust 1947,

/(i1) Consideretion
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(11) Consideration of factors bearing upon the establishment of an
.Beonomic Commission for latin America within the framework of
the United Nations. R,

(111) Arrangements for consultation with : 3

(a) interested agencies both within and without the United

Netions, and : - '

(b) Ninth International Confapence of American States

convening at Bogots in January 1948,

(1v) Report to Economic and Soeisl Couneil.
* . B
2. The Commission's torms of reforence read as followas

"THE ECONOMIC AND SOCIAL COUNCIL,

RECOGNIZING that the latin-American countries are faced with
serious post-war problems of economic adjustment threatening the
economio stability of these countries, with their less developed
economies, and

RECOGNIZING that co=-operative measures amung the American
republics cam be of practical assistance in raising the level
of economic activity in Iatin America and in msintaining and
strengthening the economic relations of these countries both
an.ng themselves and with other countries of the world, and that
guch easurss would be fagilitated by close cowoperation with the

United Nations, as well as with the agencies of the Inter-American
systen, '

LSTABLISHES an ad hoc Committeu consisting of Chile, China,
Cube, France, Lebanon, Peru, United Kingdom, United States of
Americe, and Venaszuela; k

DECIDES upon the following torms of reference for the
Cumittee?

1, The Committee shall consider the factors bearing upon the

establishment of an economic commission for Iatin America within

the fremework of the United Nations end shall present to the

Counell a report with recommsndations ecmcorning the ereation of

such a commission; t

2. The Committee may consult with interested agencies both -

within and without the United Nations, and shall ascertain the

vieWs of the Ninth International Conference of Amarican States

convening in Bogot-a in Jenuary 19'63;

. i /mum '
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- REQUESTS the SecretarysGenoral to give specisl and immediate
 ald to the Committee by inttiating studies defining and analyaing
the economioc problems of latin-American coumtries which threaten
the stability and develogment of their econcmies."
(Resolution 70(V) adopted dby.the Economic
end Social Council on 11 August 1947)
3« The Commisaion has considered these terms of reference to requjra it
% study and report upcn: g
(1) The sources and naturs of the Council's authority to oreate
such a regiocnal commiseion as has been proposed;
(11) The limitations if any to that euthority such as may derive
from the actions of the General Assembly or the Council iteelf;
(11i) The urgent econcmic problems of Latin America today;
(1'7) The existing international machinery concerned with econon.ic
p‘ohlm in latin America; -
(v) The quution of the nesd for an economic commission for Latin
Americe; and
(yi) The funotions which the Counoil mght authorize such a regional
ccumaission to perform end its proposed composition and geogrephic
8cope, ‘ ‘ '
III. AUTHORTTIES AND PRECEDENTS RELATING TO FROPOSAL TO
‘ CREATE AN ECONOMIC CONMISSION FOR IATIN AMERICA
l, In Article 55 of the Charter it is stated:
"+¢s the United Natione shall promote:
&, higher standards of living, full employment, a.nd
cunditions of economic and sooia.l progress and davalommt;
b. solutions of intornational sumom:l.c, sooia.l, heulth and
related yroblems; end international cultura.l and
educational co~operation; and
¢. universal respect for, and observance of, human rights and
fundamental freedoms for all without distinction as to race,
sex, langusge or religim.”
2.. Thege lt.atomnta of obJectives may be read in con.‘junctim with the
stavsemont of the "Purposes of the United Nations" given in Article 1,
paragraph 3 - Ny L
"To achieve iuternational oo -opemtiun in aol?in.g mt.arnational problems
of an econcudc, social, cultural, or humnitarian onarncter ..."
end peregrapn b -
"To be a centre for hnrnonizing tha aetions of nationa in the
attainuant ¢f these common ends.”
/3. Chapter X
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3. Chapter X of thé Charter establishes the Economic and Social Council;
Article 68 of this'Chapter specifically charges the Economic and Social
Council to set up commissions in economic and social fields and for the
pramotion Of human rights, "and such other commissions as mey be required
for the performance of its functions."”

4, In Chapter VIII of the Charter, reference is made to regionel
‘errangements or agensies "for dealing with such matters relating to the
maintenance of international peace and security as ere appropriate for
regional action," Huwever, Chapters IX and X, relating to intermational
" weunomic and soelal cc-operation, contain no specific reference to
regional organization, although under Article 56 all members pledge

" themselves to taice Joiat action in respest of such co=-operation. The

' Committee felt that this provieiun covered fully the fact that the proposed
Regilonal Comalssicn would need tu ecollaboraty closely with existing regional
organizations dealing with econcmic affairs in Latin America, suoch ‘as 'the
Pan Auerican Union and 1ts Inter-American Economic and Social Council.
5. ¥From the excerpts given ebove, it may be concluded that the oreation
and broad purmses of an Bconcmic Commissicn for Latin America, such as
has been propused to the Economic and Sccial Council, fall within the terms
of the Charter, Alsc, such objectives fall within the scope of the
Council's Junotions and would be in acoord with its general purposes,
&, ' The Council has now created two regional commissions, the first for
Hurope and the second for Asia and the Far East., Thid action was taken
following the adoption by the General Assembly of a resolution (46(I)) st
iis 55th Plsnary Session on 11 December 1946, in which it recomiended that
"ih order to give effectivo ald to the countries devastated by war, the
Zoonomic and Social Council at its next session give prompt and favourable
consideration" to proposals for their creation, In establishing these
Commisaicns the Counoll specified that their aoctivities should be directed to:
".es facilitating concerted action for the oconomic reconstruction
of Europe, for raising the levol of Buropean economic activity, 'and ;
for maintaining wnd strengthening the economic relations of the -
European countr'ies boti amung themselves and with other countries
of the worléd;”, .
T. The same direction was glven tu the Eccnomic Coammission for Asia.uad
the Far Bsst, while in both cases the proviso was inserted that the
Commiasicne should take ac action In z--apeot to any country without .the
) agmomnt of that comtry. | ‘e

»/B. The two regicnal
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8. The two reglonel commissions were further advised as to the
cherecter of their sctivities. Specifically, they were, among othor
things, to: | " |
Make or sponsor such investigations and studice of ecoaomic
and technological pmblm and d.evelapmantn vee @8 t.ha Cnmias..on
deems anpropriate;
Undertake or sponsor the collection, evaluation and dianmimtion
of such economic, technological and statistical information as the
" Commission deams epprovriate.
9. Thus, to sumarize the foregoing, the Charter prw.tdes the necessary
pover and euthority for measures within the economic field planned to
ralee the levels of ecoromic activity and for maintaining and strengthening
the economic relaticns between nations. Further, it may be concluded that
wvithin the broad purposes set éut above, certain specific objects have '
been Judgud suitable for inmternational consideration by a reglonal '
econaud ¢ compdssion. Those powors have already beon utilized and
precedents established for the creation of regional bodies verforming
functdons of thie charactor. ’
10. However, tho Council related the work of the reglonal commissions
spocidically to the giving of effcctive ald to devastatad countries.
Also, under paragravh 19 of the Resolution quoted, provision was mads for
& special review of the work of the Commission to be made not lator than
1951 with & view to detoruining vhethor the Commission should be
torminated or continued, and if continued wvhet modification if any should
be made in ite torms of reference,
11. 7Yrom this the Committos concludes that the Council intentionally
dietinguished botween the rogilonel commissions which were given & defined
task a5 well as a procise roglonal responsibility eand the functional
commissions which, while having piccisse terms of referunce, havs a wide
erea of study and are not subject to eny time limit in rospect.of their
work. CEL- .
12. YThe Committee notes that the Council has created functionel commiseions,
¢.8y the Bconowic and Employment Conmission, with its two Sub-Comuissions
on dconondc Duvelopment and on Fmployment and Economlc Stebility, the
Transport and Commmicatione Conmissiony the Statlstical Commiesion and the
Piscal Commiseion. The Comaittce obuvrves ‘that none of those bodies
could undertake to give speciol aid to dovestated arsae, although all of
them work in the economic flold and have a resporslbility towerd the Council
for thy consideretion of problims rnd the preparation of recommendations
on a global basils falling within the scope of tho Articles of the Charter
[referred to
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referred to sbove.

13. The Council has clearly been aware of the possible duplicetion
involved in the creetion of regional commissions working on'similar
problems in their reglonal aspect. Safeguards have been provided at
various points. Regional commissions are required to submit for the
Council's prior consideration any proposals for activities that would
have important effects on the economy of the world as a whole; special

- emphasis was placed on the regional commissions' task of giving effective
" ald to the devastated areas and, finally, an overall review of the

" commissions' work has been called for not later than 1951 with the cleer

* intention of ascertaining vhether s need for the regional commissions

8till exists. - '

14, Moreover, the Economic and Social Council adopted a Resolution at its
Fifth Session (72(V)) in which it took note of the proposal to create an
Economic Commission for Latin Amegice and the references made to the
possible establishment at & later dete of an Economic Commission for the
Middle East, end requested the Economic and Employment Commission "to
examine and report upon the genmeral question involved in the creation of
reglonal economic commissions as & means for the promotion of the aims and
objectives of the United Nations."

15. The cdoption of this Resolution followed the expression by certain
Council members of doubts’ as to whether a regional system of commissions
should b\e established in view of the Council's earlier decisions by which
it hag already created a system of functional commissions. The Economic
and Employment Commission will meet next in April 1948 and this resolution
will then be before it.

16. On the other hand, considersble emphasis was placed, during
'discussions in the Second Committee of the Second Session of the Generel
Assenmbly, upon the "indivisibility of the problem of recomstruction of
wer devastated areas and the development of under-developed regions” and

 upon the adventages to be gained from the creation of reglonal economic

commissions. Substantial support was given to the view thet regional
" problems could best be dealt with by regional machinery. The strength of
“this support mey be getged from the following quotations from the Report of
the Second Committee (A/433) which also present considerations ‘to which
many representatives attached specisl importance:
 "Reconstruction and Development W
Some of the representatives feared that insufficient attention
had been paid to the need for intermational action in the sphere of
economic ‘development and that there was a tendency to look upon
economic problems of the under-developed regions from the angle
' /ot the highly




E/630
Page 10

of the highly developed coumtries of Europe and America. The
attention of the Cormittee was drawn to the indivisibility of the
problem of the recomstruction of war-dovastated arcas and the
development of under-developed regions. Similar views were
expressed by a mumber of representatives imcluding those of the
Argentine, Brazil, Chile, China, Cuba, Ecuador, Egypt, India, Irag,
Lebanon, Liberia, Mexico, Pakisten, Peru and the Philippines. The
representative of the Netherlands believed that there was a certain
Justification for a more immediate aid to the war-devastated countries
since, because of their great share in pre-war international trade,
they could play an extremely important part ia the recovery of the
world economy &s a whole ...
Regional Economic Commissions
Beveral representatives saw advanteges in special regional
mec..anisms for dealing with economic problems. The creation of a
regionel economic commission for. Letin Awerice was supported by a
considerable number of representatives including those of Argentina,
Australia, Belgium, Brazil, Chile, Coste Rica, Cuba, Dominican
Republic, Ecuador, Egypt, France, India, Iraq, lebaron, Liberia,
Mexico, Peru, Philippines, Poland, Siam, Sweden and Venezuels.
The representative of Chile stated that the great majority of the
.menbers of the United Nations were in favour of the establishment
of an Economic Commission for Latin America, but that he did not
- propose to move any formal resolution, since he was confident that
the procedure established by the Economic and Social Council,
(see resolution 70(V) of the Ecomomic and Social Council:
document E/573) would result in appropriate action. The
representative of the Soviet Union stated that the question of the
creation of an Economic Commission for the countries of Latin
America was not on the agenda of the Gensral Assembly and the
inclusion, in the preamble of the resolution regarding the Economic
Commission for the Middle East, of a clause approving the creation
of the Economic Commission for Latin America was not appropriate.
The representative of Egypt, supported by the representative of
Indie, Ireq, lebanon, Pakistan, Siam and Syria, and the United Kingdom
called for a study of the establishment of an economic commission
for the Middle East, and made & corresponding proposal.”. (Document
Af433). |
' 17. As a consequence of the consideration by the Second Committee of the
General Assembly of the need for regional economic commissions, the
/General Asseubly
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General Asseubly adopted & resolution on 31 'Obtt.:ﬁe‘r __']'..91}?- in which , efter
"talking note with satisfaction of the decision by the Council at that
session to establish an ad hoc Committee for the purpose of studying
factors bearing upon the establishment of an Economic Commission for Latin
Americh" the Assembly invited the Economic and Social Council "to study
the factors bearing upon the esteblishment of an Economic Commission for
the Middle East."

18. " -From-this most recent review of relevent ection taken by the Economic
and Soclal Council and by the General Aasembly , the Committee concluded

" .that there existed a substantial interest in the quastion of creating

further regionel cormissions.

'19. Turther, the Committee noted the emphasis given by the Ceneral Assembly
" &t its Second Session in its Resolution on the’ Implemexitation of '
Economic and Socisl Recommendstiong, which gtates:

"With a view to the creation of conditions of stability and
well-being to the promotion of social progress and better standards
of life, taking account of the fact, well established by experience,
that prosperity is indivisible and requires the co-operastion of all
Member States within the framework of the United Nations."

20. Having reviewed the authority contained in the Charter, the past
decisions of the Assembly and of the Economic and Social Oomc:ll, ths
Committee reached the following conclusions:
(a) That the Council has broad powers in the economic £ield to
promote economic edvencement and solutions of international economic
problems; :
(b) That it is within the Council's a.uthority to create .re'g'ionéi
- commissions in order to promote these ends in respect of any given
" reglon;
(c) That the Council has, in fact, embarked upon a functional form of
‘organization as a permanent structure and has created regional
' cormissions rather as short-term complementary srgans end es a means of
meeting certain very urgent problems. The spe-ial nature of these
ragional commissions has been indicated by-
(1) airecting the regional cohniaaions to deal with the
problems of devastated areas; o
(ii) providing for a review of their work and terms of reference
not later than 1951; end '
(111) deciding to have the two systems reviewed in 1948 by the
a1 ‘Economic' and Employment Comission, '
(a) '.['hat should the Council so desire, it could procaed to create an
/Economic Commission
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Economic Cemmission for Latin America, though limitations ccmparable
to those applicable to the Economic Commission for Eurcpe and the
. ‘lconmic Commission for Asie.and the Far East would appear
~edviseble.
IV, ECONOMIC rmwmmmmmwm
ECONOMIC COMMISSION FOR LATIN AMERICA
1. The Committee now presents its views as to the wrgent economic
problems of Latin Americen placed befure it as relevant to the creation
of an Economic Commission for Latin America.
2, The Conmittee believes that a brief analysis of these problm will
assist the Council in its consideration of the matter. In making this
anelysis the Copmittee was aided by the following studles prepared by the
.Seoretariat, the la._st of which is presented as an Amnex to this report:
Survey of Current Inflatiocnary and Deflationary Tendencies
(Dogument Series A - No. 2);
Preliminary Revort on Economic Conditions in Central America
and some Caribbean Countries*;
Economic Development in Selected Counties: Flans, Programmes
end Agencies (Document IEA/ED.1);
Review of Economic Conditions throughout Latin Americe (Annex IIT)
3. The nature of the need is threefold: The Latin-American republics,
together with all the United Natioms, used their capital equipment at en
abnormal rate during the war years. Further, they were initially
11l-equipped and ill-prepared to make these efforts which constituted a
proportionately heavier burden on them. |
4. In the second place the generel lack nf damlopmt in the latin-
American countries is such that they will require rany forms of external
ansistance if their own efforte at development are to be accelerated and
made most fruitful.
5. Finally, in the post-war world the Latin-American countries find that
the realization of their plans for development, ihe repair of their
wartime economic losses and replenishment of their cepital equipment is
far more difficult and more costly than had been expected.
6. They believe that there are urgent end immediate circumstances in
their own situation vhich meke the craat:lon of an Economic Commlssion for
Latin America essential,
T. Conacious of the inter-dependence of the various rosionﬂ of the

* Availubloindrartrmtothemmhersorthaadhoc Comittee NI
Pmoosed Economic Commission ror Iatin Aurica.

[world, they
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world, they believe too that the acceleration of the solution of their
" economic difficulties will enable them the sooner to meke their full
‘contribution to the maintenance of economic stability and well-being
throughout the world. : b
8. The Committee, therefore, desires to proaont in the briefest
possible mammer the chief considerations relevant to the three polnts
stated sbove, which, in its view, are of speciel significance with
reference to the proposal to create an Economic Commission for Latin
Americe, viz:
(2) Wertime expenditure of capitel equipment;
(b) Pundemental lack of economic development;
(¢) Current economic problems of speclal urgency.

(2) Wartime Expenditure of Capital Equipment

9. In considering the extent and nature of the ver effort made by the

countries of Latin America, the Committee appreciated the very close:
connection botween the efforts which were then made and certain of tle
most urgent problems now facing the Iatin-Americen countries. While:
these are set out in more detail in the subsequent section on urgent
economic problems, it was evident to the Conmittee that this situation
had 1ts roots in world events during the war years and the impact of
these events on the economies cf the Latin-American countries. These
economies, by reason of their lack of diversification, have always
been more vulnerable to the effects of world crises; the situation
prevailing during the war gave further evidence of this vulnerability.
In a statement presented to the Committee by its lLatin-American members
(see Annex II) they reported that: :

"The Latin-American economies have been afflicted with
additional ecomomic ailments which have greatly upset both their
long-term planning and their efforts to achieve a smooth
trongition from war to peacetime economies. Among these ailments,
some of them chronie, the principal are: ‘

(2) sSerious and even erippling inflation;

(b) Serious shortages of foreign exchange, capital goods,

and consumer goods; likewise, serious deterioration and

shortages of equipment;

(¢) Poete-war imports have now to be gaid for et world

inflation prices."” T

10. . In countries so poorly equipped cnd unde:"-developed as most of
those of Latin America, it was inescapable that the production demands
assoclated with the war should accelerate the wear end tear on plant
and equipment while precluding all or most normal maintenance,

' /replacement
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repladement or repair work. An initially inadequate industrial equip.nt
was oalled upon to produce far beyond its rated cepacity with the result
that there 1s now a most serious aggravation of normal re-equipment needs.
The Committee has been informed that the Co-ordinator of Inter-American
Affairs of the United States Government estimated in 1944 the °
replacement cost of such re-equipment needs in the neighbourhood of
$2800 million,
11l. Further, there was du:rins the war years a fostering of produutim in
many lines having little or no permanent economic justification. The needs
of the war in some cases, or in others the needs of the locel population
cut off from normal overseas supplies, were met with little or no regard
to cost. The subsequent collapse of these uneconomic developments, should
it occur would be a heavy burden on countries where industrial development
is only just occurring and such losses are particularly hard to bear.
(b) PFundcmental Leck of Economic Development . -
12. From the data before the Committee it was evident that the lnl.in,
indecd the dominant, problem of all the Latin-American countries is their
need for an accelerated rate of retovery from the effects of the war and
of eeom:l.o development, Some have advanced towards a substantial degree
of industrialization; others are taking only the ﬁrat tentative steps in
this directlon while still others have not yet been able to move from a
pattern of economic activity first established many decades ago. }
13. The Committee was provided by ite Latin-American members with a
sumary statement concerning this problem (Annex I) and repeats here a
statement of "the major factors from which as a rule arise serious
economic maladjustments in Latin America':
1. Under-developed agricultural, nom-industrial economies, which
@0 not include the bulk of the peasant populations in the economic
1life of the countries, with the result that such po;;ulations are
to a major desree _ecanomically inert;
2. Dependence upon extractive industries and/or momculmral
production of rops, for vh:lch adaqua.te markets only exist overseas;
3. . The gamra.l‘ly low level of national savings end of national
inmatnant in mining, industry, a.nd luge-acale egriculture, with
its consequence of foreign investment in many of these large
enterprises, results in a sig;iﬁcmt flow of proi’it-s oversaas,
4, Primitive living conditions for the econom:.ually :lmtive
population, and inadequate living conditions (housing, clothing, .
health, diet, etc.) for the majority of the economically productive
population, especially those in low-income brackets;

' o 4 /5. Largely
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5. Largely undeveloped techniques in industry, agriculture,

mining, finance, tra'fla and means of transportation;

6. Low income, lov productivity, low purchasing power, end low

employment (e.g. female population is largely unemployed) among

_ populations which are economically active;

T.' Maldistribution of the naticnal incoms;

8. ' In most cases foreign debt is an outstanding item in the

national liabilities, a fact which makes most of them debtor

nations; '

9. Latin-American economies, with their competitive rather than

complementary economies, are weakened by their lack of regional

integration; their relative isolation from one another is revealed

by the smail volume of inter-Latin-Americen trade; |

10. Recurrence of unfavourable balance of payments in many

countries, and in some countries recurrence of unfavourable balance

of trade;

1l. Fiscal, budgetary and tax systems are in most cases inadequate

to meet the growing demands of the economies of these countries;

the personnel of these systems arc inadequate in numbers and in some

cases insufficiently trained;

12. Latin-American economies lack liquidity; savings and investments

are low, and credit inadequately developed, thus the natural trend

to increase lncome or accumulate capital is weak; high rates of

interest prevail;

13.  Evolving political, social and cultural conditions.
14, Among these elements some are mnifeatly.conaequencas, yet in turn
themselves operate as causes. The Comnittee did mot attempt to elucidate
such ceusal relationships. It is aware that a much fuller analysis could
be undertaken under this head but believed that it was not called upon '
elther to analyze the reasons for tha lack of aconomic development or to
consider possible remedial measures.
15. ‘It is sufficient to report that from the meagre evidence - 1tself a
consequence of underdevelopment - the Committee believes it true that in
Latin America low product;ivit.y has led to low incomes and purchasing power,
that these in turn have perpetuated poor living conditions - in the
broadest sense - and so complete a cirele of low pfdductivity and a
seemingly insuperable range of obstacles to every effort of the Latin-
American countries to improve their poéition Or again, the Committee has
been convinced that the great dependence of many Latin-Anaricun countries
on the exports of a very narrow range of. producta ties these economies to

/the fluctuations
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the fluctuations of 'vdz;ld markets. Moreover » in almost every case the
product if axported in its primary stages and the producing ecm:.on:r does
not part.cipate in the later stages of working up the product for ‘the final
consumer.

16. Throughout the Latin-American economy major handiceps to development
are presented by the absence of power resources &rising from the lack of
coal and the under-development of 'hydro-elactric power. In addition, an
inadequate rail and roed transport system and the .abshnca of any substsontial
units of a heavy industry operate to retard efforts toward economic
development. . ' '

17. The ‘Cmi:t‘hee does not believe it 1.3cessary to emphﬁsize the urgency
of these development needs; they are well ra.cognized and remedial measures
are under discussion and some have already been put into effect nationally
and intemtiowmll;v. One of the most strik:lng’ tendencies noted by the
Comaittee in fact has been the variety and extent of the national efforts
towards development. Plans and programaes have been drawn up on a wide
scale; new national institutions and agencies have been created and old ones
reinforced. There is, in other words, no lack of evidence of a desire to
achieve a substantial advance in the economic and related fields.

(c) Current Economic Problems of Special Urgency '

18. 7From its review of the situation, the Committee found that the
conditions described in the foregoing sections have now resulted in the
appearance of grave economic problems which confront almost all the Latin-
Americen countries, although with differing degrees of severity. In certain
cases these problems are similar to those which exist in Europe and in
Asla; in other cases they arise directly from the nature of the Latin-" ~
American economy. These problems are in some cases so serious.‘ as to
frustrate efforts being made by governments to improve their economic
prospects and to recover from the wartime losses which they sustained.

19. The Committee can here do no more than give a cursory review of the
nature and consequences of the most urgent and most frequently encountéred
difficulties, but since these problems cause the La.tin-mrican govern.ment.s
so much concern and clearly prevent the Latin-American countries from .
playing their ful} part in the offorts to achieve world economic stability,
the Committee feels compelled to enumerate the main 1sauaa which have been
drawn to its attention. ‘ T
20. In the first place, among the economic E:Onneqiiencéa of the. var vas &
serious inflationary situation which was aggravated by the under-developed
and backward character of the Latin-American economies.” All the evidence
suggests a condition of acute inflation and in few instances are fully

Jeffective
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effective remedies available; rationing and price control systems have -
been less effective than desirable; the supply of goods continues
inadequate, while fiscal systems are weak and poorly situated to take
. remedial measures. There is evidence of a substantial delayed demand for
all kinds of investment as well ss consuser goods, sreating furtber ..
inflationary pressures. e
21. Inflation at home has been paralleled by inflation overseas, especlally
in the countries to which Latin America has tended to look for supplies.
Some of these sources of supply are still not available, but those which
~ may eventually be able to supply the needed goods, and in particular the
United States of America, are themselves a'xper:lencina e sharp rise in
prices. As a result, Latin-American countries are faced with more than
ordinarily urgent requirements which can only be satisfied at prices far
above those ruling before the war whesx the majority of their development
plans were prepared.

22. In the second place, the l.a.tin-Amer:l.ca.n countries are already racing
the consequences ornuﬁmmtmnthcmmudmror
products urgently needed during the war years in the largast quantities
possible, such as certain minerals and npecif.c agricultm'al and industrial
products. 'Although this contraction in c‘lamnd wvas to be anticipated, it
nonetheless presents severe problems for the countries affected.

23. Thirdly, although at the end of the war many Latin-American countries
hoped that their reserves of foreign exchange would suffice to meet the
extraordinary requirements of the post-war transition years, unfdrtumtely
these reserves have dwindled more rapidly than could have been foreseen.
These reserves, which had accumulated as a conseguence of'their expanded
export trade and the cutting off of their normal imports, have declined
partly as a result of the general influence of rising prices in supplying
countries and partly for lack of the rigid import control vhich alone
could have stemmed the pent-up damand for consumers' goods and for
equipnent. The reserves now left to many of these countries are little
more than normal, and in some cases & balance of payments deficit ha-s
enarsed. It is, however, to be noted mlfhis context that somo countries
have improved their balance of payments position by the substantial
repetriation of their external foreign debt. _

2k. Next, the Committee notes the serious conscquences for some Latin-
_Amf:lcan countries of the absende of any rev_ivél in Furopean demand for
agricultmal'products. This demand for commodities such as cofrée, sﬁ.gar
and tobacco is no more than a fraction of its normal level, vhile the
: dennnd for cereels, which has been maintained by foreign credits, is in
certain cases less than formerly and its continuance at the precent level

/must be
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must be regarded as uncertein. For countries which depend so extensively
on the expart of a single Mty, or at-most two or three,- the
contraction of the market for such staples has been serious.

25." Re'la',ed; to the foregoing point is the inevitable expamsion of
domestic production of certain critical foodstuffe in Eurcpe, the
enéour'agemnt of such production overseas in dependent territories or the
development of synthetic products. Such expansion may well in the long run
cbn.t‘ront the La.tin-.&merican countries with extremely critical problems of
ad:}ustllant ninca they may fail to regain such markets in the near futurs.
26. Past developmant in Latin-American countries has deponded heavily upon
the inrlow of oe.pital from BEurcpe. The cessation of this flow has only
part]gr boen offset by an axpanaim of (mited States lending, both
gmrnmnta.l, primarily through the Export-Import Bank, and through
pri*mte chaunels. A new factor in the situation is the Internationel

Bank for Reconstruction end Development which now has before it loan
Ia.pplicatinns from Mexico and Chile, and further applications will no doubt
be m.de But thesa capitel flows are unlikely to meet th® very great capital
needa ot' the IAtin—Amr.tcan countries; with the inevitable consequence that
ma.ny neceasary measures of economic development will have to be postponed.
27 Finally, to present the point made in the preceding paragraph in -
aﬁbther wa,y; the Latin-American countries' most urgent need is for a
stea.dy and substaential flow of capital goods but most countries capable

of producing such goods are now themselves in urgent need and in many ceses
are handicapped by bottlenecks in respect of raw materisls which remain

in short supply, the loss of skilled lsbour and the gemeral ecomomic '
consequences of wartime dislocation. Thus, even where plans are ready,
exchange resources available and the need is pressing, it remains

~ impossible to procure the necessary supplies or technical assistance to
md.ertake. large-scale capital improvements. |

28. The Committee 1s aware that the econcmic problems confronting the
Lp_t_inj.-American countries are of a different degree of urgency than those
Eonfrt-mting f& example, the countries of Europe and of the Fer East.

There is not, as was the case in Europe or the Far East, a reconstructiom
prohleu af ovarwhelming dimensions nor is there the same probebility that
failure to solve the problems with the least possible delay may result

in a serious loss of life. Nevertheless, the Committee apprecietes the

_ anxiety oi; the Latin-American countries to have their problems reviewed

~ by the organs of.the United Nations and their conesrn that whatever possible
" remedial action can be.taken is, in fact, taken. All the Latin-American
republics have expressed their support of the proposal presented to the

y-
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Economic and Social Council by the delegate of €hilé'in communications
to the Secretary-General, in the course of the Council’s debates, or
subsequontly in the debates of the Second Committee of the Second ° -
Session of the General Assembly. P o
29. While Latin-American countries have been spared the devastation
wvrought in Europe and the Far East by actual combat, they nonetheless feel
strongly that their present handicaps are so great and have been so far
aggravated by the events of the war that they too have msed for the ...
services of an economic commission which is both an arm of the United -
Nations as a whole and yet is working in the midst of thq Latin-American
countries and is concerned solely with their problems. Further, the
Committee has been assured by its latin-Americeo members that the more
rapid recovery of Latin America, which they belicve would result from the
establishment of an Economic Commission for Latin America, would enable
them to play & more important part in the maintenance of world-wide
conditions of ste.bility and well-being.

30. Indeed, it was the view of the four Latin-American members of the
Committee that any attempt to remedy Latin-American economic maladjustments
would need & co-ordinating regional body which must aim at the raising

of 1iving standards, the industrialization and the diversification of

the Latin-American economies, the intensification and better distribution
of' their international trade, & better and broader utilization of their
natural resources, and the further development of industrial,

agricultural, trading, transportaetion and communication techniques.

31. They held that economic maladjustment in Latin America must in the
long run have its reflection throughout the world, and consequently the
maintenance of world-vide conditions of sth.bility and well-being, -
including such urgent problems as relocation of -displaced persons, would
be delayed until the Latin-American econémies were put on a sounder basis.
32. They also recalled that et its Fourth Session, the Economic and
Social Council, heving in mind the need for ecvuomic recomstruction of
devastated areas, establishod the Economic Commission for Eurcpe and the
Economic Commission for Asia and the Far East, with a view to the more
rapid achievement of economic itability in these areas.

33. Therefore, the Latin-American countries believe that the
inter-dependence of the several economic regions of the world is nowadays
such that their own delayed recévery will ihevitably react unfavourably
upon the recovery of other parts of the world and that "the fact, well
established by ex;periehce, that prosperity is indivisible and requires

the co-operation of all members within the framework of the

/United Nations"
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United Nations" (Auanbly Resolution (119 (II)) of 31 October 1947)’
means that thair e"onnmic disorders will certainly revard economic
revival altswmre Thug, re-establishment of the economic relationship
botwoen, for oxample, Evrope and Latia Americe, and Asia and Latin
America , will be d.elayad with the further conseguence that other efforts
to restere these regional economies will also be impeded.
'3%. Ta the light of the foregoing amalysis, it is clear that the Letin-
American countrivs are experiencing considereble economic difficulties
which are pressing 'hea.vily upon their resources and are having an ndverse
offect upon their stadard of life and prospects of economic advancement.
“‘Tnevitebly the repercussions of such difficulties are felt throughout
the world economy gemerally, lessening the contribution these countries
can make to the solution of economic problems elsewhere such as those .
“'with which the Economic Commission for Europe and the Economic Commission
for Asie and the Far East are concerned.
35. The range and complexity of these immediate problems offer sufficient
grumdatolhwthatncue can be made out for such assistance as can be
glven by t.he United Nations under the authority of the Charter.
} 5 ACTIVITIES OF THE SPECIALIZED AGENCIES AND THE UNITED NATIONS
' IN RESPECT OF LATIN AMERICA
1. 1In ocms!.dering the existing international machinery comcerned with
'econmic problems in Latin Amorica, the Committee availed itself of the
Council's authorizatiou to "consult with intorested agencies both within
and withpujh the United Nations". .
2. The Committee approached this aspect of its inquiry with two main
consideratim before it. The Tirst may beat 26 stated in the words used
in the pr samble to the Council resolution, namely:
' 'That co-operative measurcs among the American Rapuhlica can be
or praetieal ageistance in raising the level of economic activity in
I..atin America and in mainteining and strengthening the economic
ralationu of these countries, both among thcmselves a.nd with other
cmmtries of the world".
and particularly, that
"such measures would be facilitated by ¢lose-go-gperation with the
United Nations as well as with the agencies of the Inter-American
3. The second consideration before the Committee was that it should
endeavour to ascertain as clearly as possible whether the agencies
vithin and without the United Nations could foresce the possibility of
fruitful collsboration with en Economic Commission for Latin America were

fone to be
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one to be created under the Economic and Social Council.

Specialized Agenties of the United Nations .

4. The Committée invited Specialized Agencies to appoint representatives
to attend its meetings and to submit statements of their views regarding
the Committee's task.* These provided, in general, material relevant to
-the second of the considerations mentiomed above.

5. No-Specialized Agency reported any anticipated difficulty in respact
of its work arising from the proposed creation of an Economic Commission
for Latin America. The International Lebour Organfization, the Food and
Agriculture Organization, the International Bank and the Interim Commission
of ‘the World Health Organization expressly indicated their readiness to. .
co-operate with such a body.

6. As to the activities of the Specialized Agancias, it was clear to
the Committee that each according to its responsibilities and purposes has
been end will be active in matters particularly affecting the Latin-
American countries.)

T. Thus, from the representative of the International Labour
Organization the Committee learned that that Organization had held three

' regional conferences in the Americas in 1936, 1939 and 1946. These
conferences had dealt with social insurance, and social and economic
prdbleﬁs, among them those presented by the industrialization of Latin
America. The other activities of the International Labour Organization
had included the establishment of the Inter-American Social Security
Conference, the creation of a Sub-Committee on Vocational Training in the
American Countries, and the éending of advisory missions to many Latin-
American countries.

8. The representative of the Food and Agriculture Orgenization informed
the Committee of FAO's developing intercsts in the Latin-American field and
of the recent visit by its Director-Gemeral, Sir John Boyd Orr, to soms
twelve Latin-Americen countries. The Committee was also advised as to
immediate activities undertaken by FAO, which included the preparation of
the Agricultural Census of 1950, the plamnning of thrse Conferences during
1948, the establishing of regionel offices in Latin America, and the
scheduling of a mission to Venezuela for January 1948.

% The following Specialized Agencies were represented at one or more of
the ad hoc Committee's meetings: ILO, FAO; UNESCO, ICAO, International
Bank, International Monetary Fund, and WHO.

/9. The representative
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9. The.representative of the International Bank for lleconstruction and
Developmeny stated that his Organization would naturally wish to co-operate
in every way poseible with the proposed Commission. The International
Bank's recently issued Annual Report stated that it was shortly expected
that the financing of development projects in areas such as Latin America
would tend, because of the Bank's interest in development, to become one of
ite primary concerns. The Report also stated thet the Bank had under way
various investigations and negotiations which it hoped would result in
substantial assistance to.lLatin-American countries.

10. The representative of the Interim Commission of the World Health
Orgenization outlined his organization's interest in the medical aspects

of the economic problems of Latin America, expressing the view that the
work of the proposed Commission would be incomplete without co-operation
from health authorities.

Other United Nations Activities Affecting Latin America

11. In asddition, the attention of the Committee was drawn to the fact

that in pursuance of a resolution of the Boomomic and Social Council at .
its Fourth Session there is under preparatiom by the Secretariat a study

of the question of & regional organization in the field of inland transport
in the Americas. The Council's resolution was as follows:

"?ha Economic and Social Council requests the Secretary-Gemeral
to underteke a study and to report on the question of a regional
organization in the field of inland transport in the Americas, and
authorizes him to seek the information required to make the study,
taking account, among others, of the views of the appropriate
American inter-govermmental tramsport organizations". [(Documant
E/408, 28 March 1947).

12. The Secretary-General, in transmitting the resolution to the Member
Governments of countries im the Americas, requested them to provide certain
information; this has been done by a number of governments. It is intended
to present & preliminary report to the Second Session of the Tramsport and
Communications Commission in April 1943.

13. Further, as the result of a request for technical assistance received
in June from the Venezuelan Government, the Secretariat has been engaged
in studies concerning the structure and the functioning of the fiscal
administration of Venezuela. The Director of the Fiscal Division of the
Secretariat has twice visited that country where, in direct collaboration
with the Minister of Finance, machinery was set up to carry out
investigations and reforms on the preparation and execution of the budget,
fiscal p;ocedazres, accounting methods, customs administration, organization

/and management
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and menagement of the tax system, distribution of tex bm:d..f_m.s, fiscal
statisti-s and allied matters.
14. The Committee's review could not include any detailed survey of tha
work of the permanent Ccun:lasions and Sub-Commissions of the Ecmomic and
Social Council, but 1t was av:ldent that issues such as those raised by
the provlems of Latin-American countries, long-term as well as short-term,
were among the matters on which these functional organs of the Council are
working. The Sub-Commissions on Employment and Economic Stability and
on fconomic Development completed their sessions during the period of
the Comnittee's meetings and the documentation before them included certain
of the reports placed before the ad hoc Conmittee. The Economic and ‘
Employment Commission has, under its terms of reference, very broad
raspmsibiiitiea towards the Council in respect of countries such as
those of Latin America. Bodies such as the Statistical Commission and its
Sub-Commission on Statistical Sampling, the Fiscal Commission, as well
as the Transport and Cammmications Commission mentioned above, have
equally important functional responsibilities. The Committee took note
of the fact that the functional Commissions were actively discussing
_problems such as now confront the Latin-American countries, and that in
due course the 'Com:._ci_l would receive from them recommendations bearing
upon the eeconomic problems of the Latin-American countries;
15. The Committee also noted that the Draft Charter for an International
Trade Organization, submitted to the International Conference on Trade end
| Employmnt'which opened in Havana in November 1947, provides at several
‘points ror international action in respect of problems of major concern
to the Latin-American countries. Thus, in addition to extensive
pro;vi‘a_iona in respect of commercial policy, thu Drafi Charter deals with
employment and levels of economic activity, economic development, as well
as’ inter-goveramental commodity agreements. h

16. The Committee has detailed these various activitics in the belief that
they need to be considered as being among the most importaat of the factors
bearing upon the creation of an Economic Commission for Letin America.
These azencies not only constitute part of the existing internatioaal
machinery for dealing with problems such as thos» of Letin America; they
are also the 1nst1tutions with vhich an Ecenomic Commission for Latin
Amriva. would have to co—operate and with which 1tn work would have to
be integrated.

Non.Governmental Organizations Having Consultative St Sta.tus

17. The meetings of the Committee were attended by & consultant for the
American Federation of Labor, one of tha non-govarmantal qrganizatima

/having
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‘having consultative status. He stressed the special concern of the
American Federation of Labor in the Latin-American field and stated
that it waes deeply interested in the possibility of establishing
a United Nations Economic Commission for Latin America.

* % *
18. The Committee believed it was justiffed in comcluding that no
difficulties were anticipated by eny of the Specialized Agencies in regard
to the oreation of an Economic Commission for Latin America. While it did
not receive positive statements to this effect from all the agencies .
¢oncerned, the attendance of their representatives at its meetings save
each agency an opportunity to presest views to the contrary.
19. Ae to the Committee's first concern, it was lmpressed with the
‘charector of the work boing undertaken in the Commissions of .the Council,
by the Speclalized Agencies and by the United Nations Secretariat, but
concluded that in & field so large where so many urgent problems needed
to be taken up promptly, thore was insvitably room for greater endeavour.
While in no way wishing to minimize the efforts repoyted to it, it seemed
evident tlat the efforts of the Latin-American countriees themselves could
be further encouraged and strengthened. How far such sirengthening could
profitably be carried, the Committee could not determine. It was,
however, convinced that the creation of an Economic Commiseion for Latin
America could not impede but would undoubtedly facilitate éukth\har work
by the Specialized Agencies to forward the policies of the Latin Americen
countries looking toward the raising of the level of economic activity.

In particular, collaboration in the economic field between the \

Specialized Agencies, the permanent Comaissions end Sub-Commissions
of the REconomic and Social Council, and the proposed regional commission
vould also encourage the concentration of efforts upon the most serious
problems and in effect permit the establishment of priorities
carresponding to ths needs of the Countries concerned.

VI. ACTIVITIES OF THE PAN AMERICAN TNION AND ITS INTER-AMERICAN

ECONOMIC AND SOCIAL COUNCIL

1. . The Committee regarded a close understanding cf the responsibilitics
and operations of the Fan American Union in the economic field as vitally
important. To thie end, it obtained statements regerdlng tho originm,
functions, and responsibilities of the reccntly created Inter-American
Economic ~nd Social Council of the Pan Americen Union, It was also
fortunate in establishing contact through its Cheirman with
Dr. Lleras Camargo, Uirector-General of the'Pan fmerican Union, end
vith Ambassador Daniels, Chairman of = Special Commission set up dby the

/Inter -American
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Inter-American Economic and Social Council to consider the proposal to
create a United Netions Economic Commission for Latin America. )
2. The 'Pen'Américen Union, an international organization of long standing
and greet prestige, has undertaken certain activities in the economic
field. 'These economic activities are centred in the. Inter-American
Economic and Social Council and the work of the Committee was greatly alded
by the action of the Pan American Union in providinz details it required
‘regoxrding the comstitution, organization end work of the Council. .
3. . This Council was organized at the Inter-American Conference on Problams
of Wer end Peace held in Mexico in 1945. Its functions may be expanded
at the Ni:th Internationel Conference of American States to be held in
1948 at Bogota. The Council replaced the Inter-American Financiel end
Economic Advisory Committee; its membership is similar to that of the
Advisory Committee, including representatives of all the twenty-one members
of the Pan American Union.
4. The Inter-American Economic and Social Council came into existence
in 1945 end has met regularly since that date. It has utilized the
technical services of various divisions of the Pan Amevicen Union. Its
budget is met from general fumds of the Pan American Union.
.2+ . The Council has established the following seven permanent commissions:
I. Production ’
II. Commerce
. III. Transportation, Communication and Tourism
IV. Develcpment Credit and Finance
V. Social and Labour Problems
VI. Co-ordination and Relations with other Internationel and
Inter-American Organizations
VII. Administration
Furthermore, there are six special commissions as follows:
1. ZEnemy Property
2. Ileviesion of the Programa of the Inter-American Technical
Economic Conference
3. DNeming of the Secretary-General of the Council
k., Cacao .
5. Statutes of the Council
6. TFecilities available for the Execution of Work Programmes of the
Commissions |
The Commission.of chief import.ance for the ad hoc Committee's
enquiries were: . -
Commiesion I: Production
This Commission has prepared a programme for a conference on the
/comerva.tion
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conservation of replaceable natural resources, in accordance with
Resolution LV of the Third Inter-American Agricultural Conference,
held in Carecas, in 1945. It has also completed a report on rubber,
and it expects to prepere rsports on nitrates, fibrous plants,
vegetable oils, balsam, .wool, leatler, insecticidal and medicinal
plants.
Commigsion I1: Commerce
This Commission has prepared reports on the following: Uniformity
. .of statistics in international commerce - in collaboration with the
Inter-American Institute of Statistics; the system of quotas adopted
by the International Commerce Commission of the United States
Department of Commerce. It is also preparing ¢ report on the
“principles applicable to multilateral and bilateral commercial
treatica.
Commission III: Transportation, Communication and Tourism
This Commission has prepared a study on freight rates. It has
also prepared a plan for the utilization of ships immobilized in
American ports, and has recommended that the question of restitution
of these shipe be left to each government, a recommendation which
has been accepted by the Inter-American Economic and Social Council.
Commission IV: Development Credit and Finance .
This Commission has prepared a report and is working on a series
of recommendatione on the principles applicable to the utilization
of investment capital. The report has been approved by the .
Inter-American Economic and Social Council. ’
6. The Committee was infermed that the Inter-American Economic and Social
Council has set up & Speciel Commission to etudy the proposal to establish
a United Natione Economic Commission for Latin America. The ad hoc -
Committee has been fully advised by this Cammission of its proceedings
and has itself informed the Commission of its own work.
7. In addition to its review of the Inter-American Economic and Social
Council's functions and the consultations held between its members and
the members of that Council's Special Commission, the Committee had
anticipated taking steps in accordance with its terms of reference "to
ascertain the views of the Ninth Intermational Conferenc of American
States". It interpreted this imstruction to require it to ascertain and
take into account any views which might be expressed regarding the
terms of reference of the proposed Economic Commission for Latin
America, with gspecial regard to the need to avold serious overlapping.

/8. At its tenth
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8. At its tenth meeting on 8 December 1947 the Committee learned
that the Ninth International Confereace of American States at Bogota
had been postponed frem 17 January 1948 to 30 March 1948. Since this
postponement made it impossible for the ed hoc.Committee to ascertain
the views of the Conference regarding the proposed Economic Commission for
Latin America in time to report to the Sixth Session of the Economic and
 Social Council, the Committee concluded that 1t should seek to ascertain
these views by other means. _ _
9. ' The Committee was already aware that all the Latin-American -
governments had expressed support of the original proposal presented
by the representative of Chile to the FI2th Session of the Economic end
Social Council. In view of this fact, and of the creation by the
Inter-American Economic and Social Council of a special commission to study
the proposed Economic Commission for Latin America, the ad hoc :
Committee felt it was proper to approach the Pan American Union to
obtain the considered comments of that body (on which all the Latin-
American countries are represented) on a Preliminary Report including
specific. proposals regarding the membership, scope and functions of
the proposed commission. (Document E/AC.21/15 - pp. 27-28).
10. . Accordingly, at its tenth meeting the Cémmittee agreed to tramsmit
~to the Pan American Union such a Report with' a request for comments, in
the 1ight of which the Committee might formulate its final proposals.
11. On 17 December 1947 the Chairman of the Committee transmitted
copies of the ad hoc Committeo's Preliminary Report and renewed his
~outstanding invitation to the Pan American Union to be represented at
future meetings of the Committee. At the same time he indicated hi_s
villingness to clarify any questions raised by the Pan American Union.
12. The Inter-American E::cmcnic and Social Council met in January 1942
to consider the ad hoc Committee's Preliminary Report, and.on
20 January 1948 Dr. Alberto Lleras Cemargo, Director-General of the Pan '’
Americen Union, transmitted to the Chairman of the ad hoc Committee
the text of a resolution which had been adopted by the Inter-American
Economic and Social Council on 15 January 1948 concerning the proposed’.
Economic Commission for Latin America. The following is the full text
of the resolution: A

"THE INTER-AMERICAN ECONOMIC AND SOCIAL COUNCIL

1. Resolves to support the immediate: establishment of the )

proposed Economic Commission for Latin Amr:lca, under the Econouzc

end Social Council of the United Natioms. _

2. The Inter-American Economic and Soecial Council, in giv:lng';’ its

/support
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support to the propogsed immediate establishment of a latin-American
" Commission of the United Naticns Econcmic and Social Council,
authorizes the Inter-American Economic and Soeial Council, in
agreement with the Governing Board of the Pan American Union,
to collaborate with the ad hoc Committee on ths Proposed Economic
Commission for Latin America and in due course with the Economic:
and Social Council of the United Nations, in order to co-ordinate
the work of that Committee with that of the Inter-American Econcmic
and Tocial Council, the latter retaining its present independence
‘and competence within the Inter-American System, and without
_prejudice to any decisions which may be taken by the Ninth
International Conference of American States when it draws up the
Constituent Pact of the Inter-American System (Pacto Constitutivo
del Sistema Interamericano).
The Inter-American Economic ard Social Council assumes that the
" expenses of the proposed Pconcmic Commission for Latin-American
’ "will be met from the general United Nations budget.”
13. The ad hoc Committee's discussion of this resolution was greatly
facilitated by the attendance at its fourteenth meeting of
Dr. Alberto Lleras Camargo, Director-General of the Pan American Uniom,
who indicated to the ad hoc Committee the purposes of the Inter-American
" Economic and Social Council's resolution. (The statement of
Dr, Lleras Camargo is appended to this report as Annex II,)
' VII. CONCLUSIONS AND RECOMMENDATIONS
1. On the completion of its examination of all the foregoing factors
which bear upon the creation of an Economic Commission for latin America,
and in the 1ight of the original proposal presentod by the representative
of Chile to the Fifth Session of the Economic and Social Council, the -
Cormittee considered that the area of greatest need where the Latin-
American countries were leest able to help themselves was that of urgent
economic problems arising as a consequence of the war and from current
world economic maladjvstment. The Committee was convinced that, in the
words of the terms of reference of the Economic Commission for Asia and
the Far East, much valuasble work could be undertaken on behalf of the
Latin-American countries by meesures looking toward "raising the level of
economic activity ... and for maintaining and strengthening the economic
relations of these areas, both among themselves and with other countries
of the world.," . -~ . °~ . =
2. Therefore, the ad hoc Committee unanimously recommends to the
C - [Economtc
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Beonamic and Social Council the establishment forthwith of an Economic _
Cormission for Latin America. Such a Commission should have & structure
similar to that of the Economic Commissions for Europe end for Asis
and the Far Fast and should have as its purpose the giving of aid and
_essistance to the countries of Latin America in respect of the problems
described above.
3. The Committee also concluded that special safeguards would be
necessary in order to ensure the proper co-ordination of efforts between
the organs of the Inter-American System and the proposed Economic Commi.sion
for Latin Americe. It was evident that the actual arrangements to secure
such co-ordination would have to be & matter for direct discussion between
these two institutions.. However, it was held that specific provision
should be made in establishing an Economic.Commission for the maximum
co-operation and co-ordination between the two institutions and for as
precise an indication as possible of the Economic Commission's proposed
£1eld of work in order to lessen the possibility of duplication.
L, Since the Commiseion's membership mey include territories covered
by the Ceribbean Conmission, the Committee further decided that provision
should be made for the co-ordination of the Economic Commission's work with
the Caritbean Commission as and when this became necessary.
5.” The ad hoc Committee decided that its recommendation in. favour of
the establishment of an Economic Commission for I.a.tin America could best be
preosented .o th.o Economic and Social Council in the form of & dvaft reaolutim
" for the councn's ection. The following text has been unanimously
approved by the ad hoc Committee and is presented as its recgmndation
to the Economic and Social Council in accordance with its mandate:
"THT ECONOMIC AND SOCIAL COUNCIL
HAVING CONSIDERED the report of the ad ad hoc Comittee appointed
to study the factors bearing upon the creation of an Economic
Commiseion for Latin America, and
HAVING NOTED the resolutions acopted at the One Hundred and
Second Plenary Session of the General Assembly on 31 October 1947;
. ESTABLISEES AN ECONOMIC COMMISSICON FOR LATIN AMERICA
with terms of reference as follows:
1. The Economic Commission for Latin America, acting within
the framework of the policies of the United Nations and subject
to the general supervision of the Couneil » shall, provided that

W
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the Gmieaiaﬁ tekes no action in respect to any country without
the agreement of the Govermment of that country:

2.

() initiate and participate in measures for facilitating
concerted action for dealing with urgent ecomomic problems
arising out of the war and for raising the level of econcmic
activity in Iatin America and for maintainming and
strengthening the economic relations of the latin-American
countries both among themselves and with other countries

of the world;.

(b) make or spomsor such investigations and studies

of economic and technological problems and dovelopments
within territories of Iatim America as the Commission

deems appropriate;

(¢) undertake or sponsor the collection, evaluation and
dissemination of such economic, technologicel and
statistical information as the Commission deems appropriate;
(d) recommend the necessary measures for the preovision

of technical help to the countries of Latin America and

the interchange of information regerding plans and
technical methods.

The Commission shall direct its activities especially

toward the study and seeking of solutions of problems arising

in Iatin America from world economic meladjustment and towards
other problems conmected with the world economy, with a view

*to the co-cperation of the LatineAmerican countries in the common
effort to achieve world-wide recovery and econcmic stability.

3.

{a) Membership of the Commission shall be open to Members
of the United Nations in North, Central and South America,
and in the Caribbean area, and to France, the Netherlands
and the United Kingdom.* Any territory, or part or

group thereof, within the geographic scope of the
Commission's work, may, on presentation of its application
to the Commission by the Member responsible for the

% 'The delegates of China and Lebanon recommended that membership should be
broadened to include in rotation one or two of the less developed
countries from each of the other regions to be elected yearly by the
ménbers of the Commission, but the Committee considered that such a

decision involved the larger question of the establishment of lialson
between regional commissions and, therefors, went beyond its terms of

reference,

matter,

The two delegates concerned reserved their position in the

/international
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international relations of such territory, part or group

of territories, be eligible for admission by the Ccmmission

as an associste member of the Cormission. If it has become

responsible for its own international relatioms, guch

territory, part or group of territories, may be admitted

&8 an associate member of the Commission on itself prosent:lng

its application to the Commission.

(b) Representatives of associate members shall be

entitled to participete without vote in all meetings of

the Omission', vhether sitting as Commission or

as Committee of the Whole, :

(c) Representatives of associate nun‘bera chu.ll be eligible

- to be appointed as members of eny committee, or other

subordinate body, which may be set up by the Commission

and shall be eligidle to hold office in such body.
L. The geozraphical scope of the Commission's work is the '
twenty latin-American States Members of the United Natioms,
participating territories in Central and South America which have
frontiers adjoining any of theee states, and participating
territories in the Caribbean area,
5. The Commission is empowered to make recommendations on
any matters within its competence directly to the Governments
of members or associate members concerned, Govermments admitted
in a consultative capacity, and the specialized agencies concerned,
The Commission shell submit for the Council's prior consideration
any of its proposals for activities that muid have important
67 fects on the economy of the world as a whole,
6. e Comission shall invite any member of ths United Nations
not a member of the Commission to participate in its consideration
of any matter of particular concern to that non-member,
f¢llowirg the practices of the Economic and Social Council,
T. The Commission shall invite representatives of specialized
egencies and may invite representatives of any inter-governmental
or non-govermmental organizations to participate in a consultetive
capacity in its consideration of any matter of particular concern
- to that agency or organization, following the practices of
the Economic and Social Council.
8. The Commission shall take measures to ensure that the
necessary liaison is maintained with other organs of the United
Netions and with the specialized agencies.

/9. The Comsdssion
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9. The Commission shall co-operate with and seek to co-ordinate
its activities with the appropriate organs of the Inter-American
System and as may be necessary with the Caribbean Cormission teo
avoid eny unmecessary duplicetion of effort betwesn those organs
and 1teelf; to this end the Commission is empowered to and shall

:aoek to make working ammnﬁs vith te appropriate organs

of the Inter-American System regarding the joint or independent
study or execution of econcmic prioblems within its competence,

and the fullest emchange of information necessary for the
co-ordination of efforts in the ecomomic field. The Commission
shall invite the Pan Americen Union to nominate a represertative
to attend meetings of the Commiseion in a consultative capacity.
10. The Commission may after discussion with any specialized
agesocy concerned, and with the approval of the Council, esteblish
such mbsidiu..u-y bodies as it deems appropriate, for facilitating
the carrying out of its respomsibilities.

11. The Commission shall adopt its own rules of procedure,
including the method of seleeting its Chairman,

12, The Commission shall submit to the Council once a year a full
report ¢a its activities and plans, including those of any subsidia
bodies, and shall make interim reports at each regular session

of the Council,

. 13. The administrative budget of the Commission shall be financed

from the funds of the United Natioms. |

14, The Secretary-Gemeral of the United Nations shall appoint

the staff of the Coomission, which shall form part of the
Secretariat of the United Fations.

15. The headquarters of the Commission shall be Santiago de Chile,
The first session of the Commission shall be held during the first

_ half of the present year in that city. The Commission shall at

each session decide upon the place of meeting for its next session

“vith dui consideration for the principle that the countries of

Latin America be chosen in rotation.
16, Not later than 1951 the Council shall make & special review

of the work of the Conmission with a view to determining whether

the Commission should be terminated or comtinued, and if continued
what modification if any should be made in its terms of referencs.”

JANNEX I
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ANEX I#

FACTORS BHARING UPON SCOPE AND FUNCTIONS OF PROPOSED
ECOROMIC COMMISSICH FOR LATTN AMERTCA

(Paper by the Representatives for Chile, Cuba, Peru, and Venezueis)

At the second meeting of the ad hoc Committee on Propossd Econawic
Coxmissicn for Lat:l:'.n America, 1t was suggested by the represcntative of
the United States that if somc of the members of the Coummitiee were
prepared to prescnt a working peper on the need for end the functicns
. and responsibilities of the proposed Cormission, tris would greatly aid
the Committee's work. The delegates of Chile, Cuba, Peru end Vomszueila
prepared a éraft paper which was éiscussed at the Conmittee's third and
fourth meetings. Certain clarificatioms were introduced as & result of
this discussicn. The following text presents the Tinal form of this
document. |

1.

The delegetes of the four countriss consider that the rcllow'_ng
constitute the major fectors from which a3 & rule arise gerious econcuic
maladjustments in Latin America:

1. Underdeveloped agricul‘l:ura.l, ron=industrial economies, which-

@o not inciude the bulk of the peasant populaticns in the econonmic:

life of the countries, with the result that% such populsiicns ave to

& major degree economicaliy inert; - ‘

2, Dependence wpon extractive industries and/or monocultural

production of crops, for which adoquete mavrkets only exist overseas;

3. The generally low level of mational savings and of national

investument in mining, indnstry, and large-scale agriculture, with

its consequerce of foreign investpent iu many of these large
enterprises, results in a significant flow of profits overseas;

k. Primitive living conditions for the economieeily inastive

population and imadequate living corditions (housing, clothing,

health, diet, etc.) for the majority of the economically productive
population, egpecially those in low-income brackets; -

5. largely undeveloped technigues in ihdustry, agriculture,

mining, finance, trede, and means of transportation;

€. Low incore, low productivity, low purchasing power, end low

employment (e.g. female population is largely memplovefl) emeng

populations vhich are economically active; -
" ' * - o\

* Tais ennex was origirally issued as Gocument E/AC,22/M.2/Rev.2:
' | | | /1. Malaistribution
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7. Neldistribution of the matiopal income;

8. In most cases foreign debt is en outetanding item in the

national liabilities, a fact which makes most of them Cebior nations;

9. letin-Amerisan economies, with thelr competitive rather than

complementary economies, are weakensd by weir lack of regioual

integration; their relative isclation from one another is revealed
by the small volume of inter-Latin-American treds;

10. Recurremce of unfavourable balanve of payments in many countriss,

and in soma eountries recurrence of unfavouresble balance of trade;

11. ¥Fiscal, budgetary and tax systems are in most cases inadequate

%0 meet the growing d=mands of the economies of thege couniriea; the

persommel of these systems are inadequate in numbers and in some

cases Ineufficiently trained;

12, Iatin-Amorican economies lack liquidity; savings end invesiments

are low, end credit iradequately developed, toms ihe natusal trend

to increase income or accumilate capital 1s weak; high rates of

interest prevail;

13. Evolving political, social and cultural conditions.

) II.

The delegates of the four coumtries also note tha®t as a direct
consequence of the last war the Iatin-American econcries have been
afflioted with additional econmomic ailments which have greatly upset both
thelr long~term planning and their efforts to achieve a smocth transition
from war to peacetime economies. Amongst these ailments, some of them
chronle, the priancipal are:

{a) B8erious and even crippling inflation;

() Serious shortages of foreign exchange, capital goo®s, end consumer

goods; likewige, serisus deterioration and shortages of equipment;

(¢) Pest-war imports have now to be paid for at world inflation prices.

III.

From their analysis of this background of serious eccnomic
naladjustments and the pest-war ailments of the Latin-American econuny,
the major factors of which are outlined abova, the dslagates of Chilse,
Cuba, Peru, and Venezuela cansider: . :

1. That the ecorcamic problems sketched ahove are commen to socme or

all of the twenty Latin-American nations; ,

2, That the economic maladjustment of Latin America has been worsened

by world wide economic dislocaticns srising out of the war;

3. That econcmic msladjustment in Latin America must have in the

long run its inevitable reflecticn throughout the world economy;

k. The maintemsuce of worldewide conditions of stability end well-

belng will of necessity be delayed until latin-Amsricen econony is

Jout on e
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put on & goundar basis;

5. TNo attampt to remedy Latin-American economic maladjustment can

succeed unless it is based on a biwad ard co-ordinated poliey of

econonic end social development vhich-is. to ba directed tcwards

raising the living standards of the Latin-Americen pcpulatiom,

diversifying their economies, prmoting their international trace,

advancing their agricultural, industrial, trade and traazpa"mtim,

teehniques, utilizing fully their natural resources, promoting inter

end regional Latin-Americen trade, encouraging the formation,

availability, an.d'utilization of capital.

B

The four delegates do not, prior to Purther Committee discussicn,
desire to present formal terms of reference, but submit below a statement
irdicating the need for, and the scope end fumctions of, the proposed

Eeconomic Commission fow Latin Americe in the hope that this may facilitets .

the ad hoc Committee's vork,
The four delegates comsider:
1. That as a consequence of the war dislocations of the wrld
econciny, and also of the economic, political and militsry effort
made on behalf ¢f the United Nations during the last war, the
Latin-Americen nations as a whole find themsolves suffering from a
serlous Inflationary trend, together with considereble ghortages of
forelgn exchange, consumer and capital goods;
2. That the above-mentionsd ailments of the Latin-American
economies erve further complicated by the presenbe of the following
major and continuing economic meladjustments:
(a) An underveloped, egricultural, ncn-industrial economy of
low living standards;
(o) Extrective industries and/or one-crop productions, the
capitals, controls, ownership and markets for which are largely
to be found overseas;
(c) Largely underveloped techniques in public administration;
(d) An inadequate distribution of lend ownership, complicated
by thel problem of absentes nwgeréhip and a large populaticn
which 1o rendered in the main, economically inactive;
(e) The economies of the Latin-American countries teing
competitive rather than cotiplementary are weekened by their
ensuing lack of regionn.l integration;
3. That the eccnomic pmhlems sketched above are comron to some or
all of the twenty I.n.ti.n—ﬁmer:l..an na.tions, and that any ettempt to
remady Latin-a\mr.tcan ecomm:l.c m]a.d:luatnnntu needa a co-ordinating
: " [and regional

-
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and regional body which st aim at the raiping of 1111::3 etanceris,
the industrialirzation and the diversificetion of the laiin-Americen
economies, the intensification and better distritution of their
international trade, & better and broader utilization of their naturcl
resourcee, and the further ‘ﬁsvelopnont of industriel,

agriculturel, trading, transportaiion ard cosmmnlcation

. techguse; - i L o
L. That the economic mJ.a.dJuatment of Latin Amorica mist bave in

the long run its ineviteble reflection throughout the werld, and
consequently, the maintenmance cf world wide conditions of stebility
and well-being, including such uvgent problems as relocatiocn of
displaced persons, will be delayed until Latin-Auerican econcry is
Put on a sounder basis;

5. TFinally, the four delegates would recall that:

(a) The Gemoral Assembly during its present session bag

adopted the following statement of principles:

" "With a view to the creation of coanditicns of
stadbility and well-being to the promotion of social
progress and better standards of life, teking account of
the fact, well established by experience, that prosperity
is indivieibls and requires the so-operation of all Member
States within the framework of the United Nabions;"

(b) At 1ts Fourth Session the Economic end Sociel Council,

having.in mind the need for economic reconstruction of

devastated areas, established the Economic Commissicn for

Europe and the Econumic Commission for Asla and the Far East,

with a vievw to the more rapid. recovary of economic stabllity

in these areas.
6. The four delegates consider trat en Economic Commission for
Latin America: - '

(1) ({a) Bhauld study, pJ.an adopt, and take part in the
cnn-ying out of measures necessary to fa.o:l.:l.ita.ta common
action designed to promote the eccnomic devalopuont of

‘latin America, according to the principles contained in
Part IV, pnmgra.ph 3, above, These mea.sm'as, which
cannot be mpmma wi‘l.'h respect to a.ny pa.rtioular
country uiﬂ:uaut consent o:f the Gowmnt of that country,
will tend more partiou..a.rly to pmta the development of
industry, egriculture, tremopert and commmunications, aad

_ trade; to improve the utilization of natural resources

T -yithaﬁewtoinu:mingthsliﬂngstan&arda'ofthe
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popudation end to strengibening the world econuay et large;

(b) Should'ar:gnge for such survey:s, iavestigations end

studies to be made of ecomomic and technical problexs as

it mey deem proper and particilpate in The care;

(¢) Should collect cr cause to be collected, disseminate

and stendardize or assist in standardizing econonmic,

tocknical ord statistical ﬁe.ta and recom J.n the foim

that it may deem proper; '

(@) Should arreanze for expert acsistsence, and emha.nge of

techniques.
(2) Might eddress directly the States Members of the Comaission,
and members admitted in an advisory cepeciiy, and the apvropriate
epecialized agencies, those recamendations which i1t may deem
proper on all questions concerning matters failing within its
terna of reference. |
3) Should sutmit to the Council, for consideration, any

proposals relating to its activities which mey have serious
repercussions on world economy as a whole.
(4) A%ter consultation with the specielized egoncies operating
ia the sawe field sad with the approval of the Council, the
Conmigeglon night create such subsidlery orcanizations as it may
deen necessery to facilitate the performance of its work,
(5) Once & year the Cummission should present to the Council a
report on 1ts activitics end plans, Including thaae of 1ts
subsldiary organizations, and present anotber report of a
provislonal nature at each seszion of the Council. ,
(6) Invito eny Member of the United Natioms orgenization, which
is not a member of the Tomnmission, to attend in an advisory
capacity whenever a study is being made of any question of
particular interest to that State,
(7) On the same terms the Commission would invite representatives
of the Specialized Agenciss and mey izvite representatives of
any non-governmental institution to participate in discussicns
on matiers of perticuler interest to those Specinlized Agensies
or institutions, in accordames with the practice of the Econmomic
and Social Couneil.
(8) The Cormission should take proper measures to maintein the
necegssary co-ordination with other organizations of the United
Nations, with the Pan American Uniem, the Inter-American Econcmic
and Social Council ard the Inter-Americen cystem as a whole.

JAINEX 1T
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ANIEX IT*

STATENENT BY IR, AIS¥RTO LIERAS CAMARGO, DIRECTOR-CENERAL OF THZ
PAN AMERICAN UNION, oN 22 JANUARY 1948

The prescence of the Dirsctor-Ceneral of the Pan American Unilon at ths
useting of tho Ad Hoc Committes on tha proposed Economic Commission for
Tatin Americe has no other alm than that he should attend the Jdiseussions of
tha Committoe with the object of reporting upon them to the Inter-American
Economic and Social Counocil, the views of which were expressed in the
rescolution which toe Director-General trensmitted to the Chairmen of the
Comnittee, Ambassador Stolk., It 1s nos ths Direcotor-Ceneral's responsibilit
to negotiate or discuss the terms of eventual ooll.aborgt;ion between tie wwo
organizaticna and neither his presence nor the atate:;enta ke may make within '
the Commlttee are binding on the Inter-Amsrican Zecdomic end Soclal Council
in 1ts views cancorning possible forms of qalhbgzﬁt.ion. Only this Council
and the Governing Board of the Pan American Union are competent to
dotermine the degree and form of co-operation of the Pan Americen Unicn
with other technical bodies and other organizations,

From the dissuesions which preceded the resolution of the Inter-Amsricarn
Economic end Social Council it is clear that this body, keenly desircus of
maintaining close bonds of co-opsration bstween 1ts work and that of the
United Nations Eoonomie and Soecial Council, as 1ta owa statutes prescribe,
supports the immedlate creation of the Eoonomio Comnission for lLatin
America but makes 1ts support subject to ‘ons condlitions ‘that there shell
be co-ordination between the work of the two organisations and the
respective agenolss, This does not meen, of course, that the United Nations
Economie and Soclal Council may not act as it thinks best, nor that the
Inter-Amsrican Council olaims to interfere with the scope of its activities,
Fo, But, as in the Economic and Sociel Council it was considered that the
~ Ad Hoe Comitt-oo‘ should take into account the viewpointe of some other
bodles and orgamizations, among them the Pen Americen Union, the
representatives of the American Governments vho meet in the Inter-American
Council, bofore giving their opimion, thought 1t fitting to consult their
Governments - which are y Woreover, the same American “overnmonts =8
representod in the United Nations - to find out their opinion, It is to
be assumed that the opinion exrressed vwithin the Inter-American Council,
after the Governments have been consulted,. will be that whioh prevails in °
the Evonomic and Social Council among thosa aam‘thommnta. whoee votes

* This document was originally issued as document E/AC,21/18.

/must be considered
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met be oconsidsred decisivs in creating the Commiesion end formlsiing the
regulations vhich will control its functioning. Whsa the Inter-American
Council mskes ite vote in favour of creation of the Ccmmissicn subjsct to
the condition that good co-ordination should 'exist between 1t and the
Inter-Anorican Council itself, it simply moaens that if such co-ordination
were not aatahlishod, its opinion would be against the lmmesdlate oreuuion
of the Commiesicn, Or, in other words, that ths Amorican Governwsnte
consulted by the Inter-American Council would probably vote in the
Economis and Social Council, in February, in different ways, acoording to
wheiler the Commiseion was to oanmply vith the conditions which they
suggested vhen consulted, or whether it would depart from them, Obviously
therefore, in this speeial cese, over and above the natural reecsoms wkich
make it advieable that there should always de co-ordination betweon the
two organizations; thers is anotner and weightlier reagon: if, as 1%
appears, the creation of the Commission dopends oa ths intersst teken in
it in the United Nations Economlc and Social Counsil by the Amerdican
countries, the opinion expressed by their rejrecentatives in the
Inter-American Council, after consulting their respective Governments,
18 of dscisive importance with regard to the functions ani resoluzicns
of this Ad Hoc Cormittee,

The Inter-American Economic and Social Council, created mrior to
the United Nations Economic and Social, at the Nexico Ccnference, but
procissly with the aim of collaborating more clossly wlth that body,
already provided for in the Dumbarton Osks proposals, is not, as has been
8aid during the present debates, a provisiomal organ, It is a permancnt
Organ and 1f iU depends on what 1s dscided at the Bogota Conference, the
reason 1s that every organ of ths Inter-Amorican Systew depends on the
Intor-American Conferences, which ars the constituticnal bodies of our
System, Ite funciions are well knovn, Ite very statute, framed by the
Governing Board, may be the object of future modifiocations tending to

extend its functions, but not to limit them. The Amexican Governments
agresd, during recent comsultations, that the Bogota Conference ehould

not devote 1tself to freming the etatute, dut that the finel elaboretion
of its statute end those of the other Councils to be created at the Bogota .
. Conference should be left to the Governing Boerd. There 1s, therefore,

' not much doubt as to what is the present and future status of the Tnter-
Americen Council or as to. its survivel with the functions thet it already
fulfils. Moreover, the ﬁmarican Gowemnts sought recently to extend
these funotiona by entrusting to 1!3 the task of prepa.ring the bases of
Inter-American ecmom:lc uo-opera.t.inn at the Rio de Jenoiro Conference.

[Baving
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Having clerified thess poists, I should 1iks to sdd that es I
mdsrstand it, the concern of the American Jovermmenis, as oxpressed ia
the resolution of the Inter-American Council cpncerning the esteblishment
of the Comission for Laetin America, is to aveid any eterile repetition
by this new body of the work vhich the Inter-American Cowncil already does
and vith vhich 1t is ertrusted. It appears thet the majority of the
Americen Governments do not consider it imposaidle to avoid duplication
of werk, though souwe, the minority, ere of the opposite opinion.
Moreover, most of the Americen Governments seeam to agree that the
Comnission for Latin America would bave a special function of its own
vhich the Inter-American Courcil could not fulfil, aes for instence, to
establish clearly, after thorough ilmvestigatiom, whet could be done to
re-establish or establish the relaticns of ecoromic co-operation beiween
Latin Americe and the rest of the world, which have been almost 21l
destroyed or seribusly impaired by the wer. As regards the relations of
economic co~operation bstuvesn the American sountries, it seoms to be
tnderstood that no one would wish to entrust the task of examining aad
fostering these to a new body, as that 18, precisely, the normal funoction
of the Inter-American Economic and Social Cowneil.

In my opinicn, the American Qovernmeants are well aware that the
present problem does not consist in setting up a new body to do the work
which an existing one was not doing to perfection. DIy adepbing such a
solution we should be meking oursslves a prey to ome of the most sericus :
errors end dangers of intermational organizaetions: that of trying to solve
every difficulty by setting vp a new body. No American Covernmsnt is
contemplating depriving the Inter-American Economic and Social Council of
a single one of its fumctions, nor is it contemplating sbolishing so
essential an organ of the Inter-American System. Of this I am quite
certain, Inasmuch as barely a month ago, vhen these Govermments were
consulted on the estsblishment ef the new Councils of the Pan Amsrican
Union and on the maintenance of the existing ones, they declared thelr
desire to maintain it. It is entirely erroneocus, therefore, to suppose
that the American Govermments, or in particular the Latin-/merican, are
thinking that the Economic Commission fey Latin Amexica might take ‘the
place of the Inter-American Economic and Sccial Council. And we must alsa
comolude that none of them imaginad that, 1f these two bodies were to
exist, they should both deal with precisely the same matters.

Naturally the terms of reference of the two bodies, as concelved in
the statutes of the Inter-Americen Cowncil and the provisional draft of
thoge of the Commission for Latin America, are very wide, and have a

' Jcertain vagueness
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certain vagueness which inevitably leads them to overlap. J On the cther

" band, in the prelimfnary report on this Commisaion, erses of
differentiation are estsblished which do not appesr 1ater with sufficieat
emphagis in the conclusions of the raport. For insiance: the
provisional nature of the Commissiqn for Letin America, wlith its
immediate, urgent and limited tesk; the emphesis on its activity in the
field of Latin America*s economic reletions with tha rest of the world;
or the examination of specific sub:lécta , such as immigratiomd which could
be better studied end perhaps even soived with the co-oparficn of the
countries from which immigrants ';_rc;uld coms. But even so I thirk that
some efficient means skould be arrangsd to prevent eny possibie
duplication of work now and in the futwre. I think tco that if such
means are not established, dwplicetion will be inevitebls, and the
Americen Goverments will end by losing interest in the work and
investigaticons of one cr other of the two bedies, or toth, 1f they
discover that both are working om tho seme lines and asking their
co-operation for the same purposes.

As will. be seen from the pmpoéal by the Inter-Americen Council s tke
suggestion vhich expresses the feelings of the Americen Governments is to
preserve the Inter-Americen System and allow it to corntinue ite regional
work, retaining its independence end sphere of euthiority. All these
governments are loyel and enthusiastic members of the United Nations,
but they roached the coﬁclusion, not recently tut elready at Chapultepec,

that these two bodies are not incompatible and that there is no
unnecessary duplication between them. On the surface one might think that,

concerning the creation of the Cormission for Latin America, the Americen
Governments would say thet ope camnot have too much of a good thing
‘and that therefore & new body on the same l...nes as the extsting one could
‘not do any harm. Not so. They know very well ths.t the Americen peoples
and Congresses are constantly anxious to prevent any excessive ircrease
in the cost of internatiomal orgenizations, with resulting obligaticne
which might in the end become too heavy, especially for the large majority
of the Latin-American Governments which have not unlimited resources at
their disposal for their internationsl work. The fiist signs of this
anxlety are elready visible in the constant concern to avoid duplication
of effort, Later i1t may take other forms, like the reaction agalnst Jha !
excessive bureaucracy which contrituted sv seriously to undermining
prestige of the League of Nations. And finally when prestige is
undermined, raaction operetes ageinst the organizations themselves.
Therefore, although +the governments themselves do not daily demonstrate
ia /their concera
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their concern in this respect, it is wise for intermetional orpanizations
to keep a very strict watch on their own ectivities in oxder to ensurs
that they are economic, effective and handsomely rspay the finarcial
efforte which they impose upon gover-mwnts, In this sphere therefore,
too much of a good thing is indeed harmful, and serisusly so.

I think I Interpret corrsctly the view of the Inter-American Eccnomic
and Social Cowncil and accordingly that of the Goverumenis which '
expressed themselves through 1t ia the resolutlon in question, when I
say that the Commission for Latin America ought from the outset to
guard egalnst any later deviation which woild cause it to duplicate the
functions of other international bodies. Its esteblishment oughlt to be
conditioned by such a safeguard. I do not think this will be difficult
if machinery for the comsideration end solution of all prcblems of
duplication which mey srise, is set up at the begirning and if its use
is compulscry. I do not propose to suggest any concrete formula, for to
do so would be to enter the province of the Econcmic and Sccial Council's
relations with the Pan American Unicn ard is ocutside the prurely
informative capecity of my presence with the Commission today.

JAMEEX 11T
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ANNEX IIT#

REVIEW OF BCONOMIC CONDITIONS TEROUGZOUT
' LATIN AMFRICA

Report Prepared by the Secrstariat

- Note: Thic paper has been prepared by the Depertment of Economis Affaire
for the ad hce Cemmitiee cn the Proposed Economic Commiceion for Latin
Imerica, It does not purport to be a comprekensive review,

Certain current economic problems cculd not be dealt with for lack
of recent and reliable datu; others have been discusced summarily or -
omitted as being matters not directly relevant to the Committeefs
inguiries, The separete studies precented to the Committee deel more
exhaustively with certain aspects of curvent econamic preblems and with
activity relating to econongie development in certain countries,

* This annex was originally issued as document E/AC,21 N 4,

JREVIEW
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REVIEW OF monomc CONDITIONS TZROUGEOUT LATIN .F.}.._;{ICA
smc'.rxcn OXE
DITODUCTION

'Thia brief survey of economic conditions and prcblems in the countrles
of Latin Americe is dsesigned to rrovide a factual background for the
discusaion of econchic questicns by the ad hoc Ccumittes on the Proposel
Economic Commission for Latin Amerlca, o
) The survey covers, necesearily in the broadest terme, cccnozic
activities and conditions throughout the twenty Latin-American Rspublics,
It wlill be at once aviﬁant that there are among these -covntries wide

©  divergencies and a nignificant independence of aotion, - In spite of such

differences these countries are now confronted with a range of almest
identical problema, tend to seek similar soclutions, and in dolng s0
éncounter roughly the pame #ifficulties and obstacles,

This important identity of interests and objectives emerges as & more

striking element than the fact that each economy consida'a’ seperately

has its own distinctive chamgcteristica. -

The survey seeks to focus attention ca these zomion acpects end
problems of Latin America relevant to its role in the world econexwy,

An irdication of the megnitude of the subject covered in the: following

pages is revealed by the population and area of the regicn.¥ The twenty
Republics of Latin Americe have a total population exceeding 150 million

and cover &n area of more than 7.8 million square miles - 1,e, double

the si2e cf the United States, ZExtending ficm the temperate zcne in

the Northern Hemiephere tc sub-polar reglons in the Southern, this
enormous land mass displays every type of natural featura from the highest
rountalns, ranging through tropicel jungle and rich, rolling plains to
sandy desert, ' '

Latin Americals naturel enlowments, ite egricultural riches, itse
abudance of raw materials, underacorﬁ its lack of econonmic development,
A particular obstacle to development has been Latin America's
physiographical structure, The communicaticn systems are still most
inadequate, Latin America's navigeble rivers are not fully utilized,
and the roads and railroads wiiich Imve been cconstructed generally at a
high cost cnly go & small way to meet needs. |

* Ta*le 3 on page 67 sets out population and miscellanecus economic
ta for the twenty latin-American Republics,

[he relative



Y/620 .
Pege 46

The relative sconomic isolation of the twenty republica from one
encther stems directly from Spanish azd Portuguese eccnamic policy which_
eatricted colonial trade to the mother country exclusively, Geographical
factors, and iz Jater years, the leck of Isatin-Amerioan mercvhant shipping
hes eleo impeded the develomment of eccmomic ties between the republics,

Perhoaps the most important feature of the Latin-American economy is
the direct dépandema of ebout tﬁo-thn‘da of the population on agriculture
including pastoral industries, pexrt engaged in production for export but
the majority in subsistence agriculture, Tt should be emphasized that
with a few striking exceptions agriculture is extremely backward end,
in general, completely lacks modern tools and techniques, Following this,
the next most important feature is mining, not because of the population
which it supports, for this is extremely small, but because this one
activity alone contributes sbout forty per cent of total exports,

The structure, extent and type of industry in Latin America varies
greatly from one country to another, Thue, Central America ie virtually
without induetry, while coumtries like Argentina, Brazil, Mexico, Chile,
Uruguay and Cuba, have now eghieved soge degree of industrialiation, The
process of industrislizeticn in these countries began during the firet
World War but was greatly stimlated in the early 1930%e, and they can now
be saild to be approaching an intermediate state of industrial evolution,
In several of the larger countries, factory production hag come to

repreéent a significent proportion of the national output, However, the
moet important industries are thooe processing or converting domestic

rav materials (e,g. meet-packing, sugar end flour milling, textiles and
metal refining indugiries),

Among the factors which have retarded economic development, especielly
indugtrialization, 1s the lac of coal. Coal is found in only & emell
part of latin America and is not plentiful, This has hindered the
establishment of heavy industries, By way of compensation, however, oil
is found, in some countries, in abudance, and there are vast portential
resources of hydro-electric power,

Latin America is on belance a nst cxporter of foodstuffs although
many individval countries remain subetantial food importers; the more
industrialized countries have achieved self-suffiolency in respect of
basic consumer goods, but in some cases this is dependent on imports of
raw materials and semi.manufactured goods, :

An importent factor in the consileration of the Latin-American economic
scene 1s the special significance of exports in the genersl economy of all
the twenty repubiics, although exports in most capes are limited to but a
few materials, This factor, especially if comsidered in conjunction with

the lack of diversification in the economies, mekes them particularly
/vulnerable
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vulnoreble to external fluctuations, Thet this 1s 8o 1s not surprieing
since exports are mostly of raw meterials and focdstuffs. :

letin Americe hos experienced great difficulty in the past because cf
this vulnerebility, In this regard it is sufficient to recall the
disestrous impect cf the last great econamic depression cn the Latin-
American countries, Also to be noted are the effects of the develommsnt
and expension of eynthetic nitrates on the Chileen economy,* end the
effect of the cultivation of rubber in Southeast Asia on the Brazilien
econory. From a position of sole world supplier, Chile today provides
only ten per cent of world nitrate production, while Brazil provides °
lees than two per cent of rubher production,

From the above, therefore, it is clsar that Latin America still
presents meny of the characteristice of an economy in the sarly developmental
stagee, ™ It has meny of the ailments comon to economies at these stagee,
such as lack of capital, shexrteges of technicians and ekilled labour, and
excessive dependence in the#® reepects cn foreign essistance, It has,
too, many problems because of the similarity of its members! basic export
products which necessarily results in a low lavel of intra-Latin-American
trede,

These economic malad justwents have their inevitetle reflection in
living conditions which, with some excéptions, are backward througiout
Latin Americe, While it is not the object of this paper to diecuss these
matters, no survey of Latin Americe would be ocmnlete without some mention
of these problems,

Notwithstanding the importence of food production, largs sections
of the population euffer from malnut=ition, A rocent FAO report indicated
that Central America was, with Asia, the highest food-deficit erea in the
world, Poor health is & normal condition of most of the populetion,
Statlstice roveal some aspects of this, Tuberculosis mortality
(per 100,000 peopls in 1935-40) ranged from 110 in Buenos Aires to 693
in Guayaquil, The average for thirteen selscted Latin-American cities
wes 323, Infant mortality figures are high, ranging from ninety-three
(por 1000 live births) in Urugusy to 160 in Chile, The average for ten
selected countries is 123,

It should be kept in mind that throughout Latin America there ie a
total lack of relisble or comprshensive gtatistice and economic data,

(Some countries have only hed one census while others have no* even had
one), There is also a lack of exact date as to natural resources, In meny

¥ For many yeers the nitrete industry was the most important in Chile, The
export duty furnished the govermment with more than fifty per cemt cf ite
revenus, ‘

¥*  The calculated per capita matiomal income (U,S.$) in 1946 for Latin
Anerica's four most industrimlized countries wes, Argentina $297;
Chile $134; Prazil $84; and Mexico $66,
/countries
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gountriss there hag boen no sgtentific study of the methols of cultivation,
Theye ere still too few insbitublons orgenized to remedy these defects,
However, it should be noted that. in recent yeers, sepecially after 1930,
most of the ILatin-American counbtries began %o give carsful study to thelir
economic problems, Noticeable has been the emerzence of a strong tendency
towards economic development fostered and encouraged by govermments, Thus
recent ysars have witnessed a series of long~berm plens, eapecially for
industrialiization and diversification and the establisiment in many

- countiies of government Economic Councils and Developrsmt Corpovations
such as those in Chile, Colombia, and Venezuela,

/SECTIOR IWO
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SECTION TWO
AGRICULTRE -

It has been estimated that about t'vo_-thi'xjds' of the populstion is
directly dependent on the soil, In Argentina, Uruguay anrd Chile, less
fhan forty per cent of the population are ergaged in agriculture, but in
some of the Centrel American republice the percentage rises to mors then
nirety per cent, In genersl, sgricuiture is exceedingly backwerd and ths
application of modern teckniques, with certain excepticns, has been limited,
Latin Amorica is cn balance a net exporter of foods, meny of which play _
an important part in world trade. It is noteworthy, hewever, that a
nurber of countries, even some with substantial food exports are food
importers, This is true of Brezil and a number of Central American
republics which import wheat, Venezuela and Chile also import food. ‘The
‘principel foodstuffs exported to the world are coffee, foocg_ra".ns,.mapt., '
sugar, bananas and other tropical products,

In considering agriculture in La.tin Americe it ie important to draw e
‘distinction betwsen agricultural production for the “market", both internal -
and for export, and subeistence agriculture, Agricultural production for
the export market is the more efficilent, in many ceses using modern methods
and considerably more machinery, Even in countries vhere agricultural
gxpérts constitute a slzeable pert of total exports, considerably lese

of the arable land is utilized for this purpose than for production for
the internal market, This latter type of agriculture - frequently still

primitive - emplcys & far greater percentage of the population than that

engaged in producticn for export. -
Another importent characteristic of agriculture is the patterm of

distribution of land ownership, especially of "latifundia", eccompanied by

" pecnage and low wages, Thus, in Argentine about one-fifth of the arable
land is owned by 2,000 individuels or corporations. lLess than two per cent
of Chile's 188,000 properties account for half of total production, In Cuba,
about one-half of the areble land is owned by large corpcrations, This
rattern of land cwmei:ship is cammon throughout most of Latin America, There
are exceptions such as parte of the Dominican Republic, parts of Mexico,

Haiti, Costa Rica, Il Salvador and certain parts of Chile,
At the other end of the land distribution problem is that of the small

holdings, While small holdings are not in themeslves necessarily bad, egainst
& background of primitive methods, lack of tools end fertilizers, and absance
of eny substantial co-operative development, they have been an importaent
factor in continuing low productivity and have often resulted in serious
end repid depletion of the quality of soils,

Chief amongst the reasons for the backwardness of agriculture throughout

/moet parts
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mont parts of Latin Amsrica is the lack of acientific mouthods, fertillizer,
mechanization, irrigation development, goll comservatlion, and efficlent
distrivution, In same countrles, too, tliere 1s always a esrlous shoxrtiage
of labour, Finally, there 1s the wniversel problam of under-ievelopsd
trensportation systems, the effects of which are felt throughout the
whole of the LatineAmerican econcmy, :

That meny latineAmerican governments are deeply aware of the
backwardnese of thelr agriculture is evidenced by the large number of
plans for agricultural development, Common to all of these plens is
the obJective of diversification and of increasing productivity by the
application of the latest and most suitable agricultural techniques,
vith a pertioular siress on mechenlzation; a number of goveraments have
also embarked on large-scale lrrigation projects. In some countries,
for sxmmple, ceriain Central American republics, the stress 1s on securing .

a -

& widor availability of besic tools, such as meckeles, since wechanisatidn

remaing an ambition which cannot be satisfied glven the existing systems
of oultivatidn, lend ownership and leval of technical knowledge,

+
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SECTICN THEREE
EXTRACTIVE INDUSTRIES

(a) Mining

Most of the minerals used in mcdern industry - iron, copper, tin,
-marganese, vanadlum, molybdsnum, tungsten, lead and zinc, quartz, mica and
many non-metalliic minemla - are produced or found in Letin Amsrica, The
imnortant exception is coal which occurs in only e limited number of places,
Indeed, the importance of mining in latin America, not only tc local econcmy
but Lo the world econamy, is evident fram the fact that Latin America-
produces abcut one-third of the worldfs tin, one-third of the world‘s
sllver, one-fourth of the copper, and one-geventh of the petroleum,

Exporta consist mostly of oree, comcentrates or refined metals in
non-manufactured state, In spite of ite mineral wealth Latin America -
8till relies on imports for most of its semi-finiaohed and finished matal
requirements, The est&blishing of Irou and stesl indiestriec, and in
Chile, a copper industry, wil3l tend to @winish this dependence, Abcut
forty per cent of the total walue of La%in-imerican exporte consipte of
mineral producte, In the case of Bolivia, the figure rises to eighty-six
per cent (mostly tin) and in Chile eighty per cent (mostly copper and
nitrate),

L factor of speciel sipgnificance 1s that despite the importance of
mining in Latin America, less than five per cent of the pcpulation 1is
directly engeged in mining and metaliurgical activities, This 18 due to

the high degree of mechanizaticn achieved in mining by comparison with
other industries, A noticeable characteristic of the mining industry is

the predominence of foreign cepitel which it ia held has resulted in the
transfer abtroad of a substantial percentage of naticnal income without
comuensurate retwm,. Common to minersl exploitation throughout most of
the twenty republics is excessively difficult transporistion and ths lack
of fuels. These problams have seriously reterded mining development.
Cormrehensive mineralogical surveys of vast arees of Laiin America have
never bteen made, but it is believed thet recerves of most minsrals sre
large, Brazil i1s sald to possess the iafgsat reserves of ivon ore 1n the
world, and iron ore is fourd or exploited in other'parta of Latin Anerica,
especlally in Mexico, Chile, Peru, Colombia and Venezuela, Brazil is an’
important source of 1nduaurial d.iamcmde Cﬂile is the only producer of
natural nitrete in tha w*orld but since the develo:ﬂnent and experienrce of
the s:mth_etic nitrate industry, this country now only accounts for ten
per cent of world ;prod.uctim.

/(v) Forestry
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(b) Forestry

Latin America has been describved by & recent repcrt of the Food and
Agriculture m',gunimtim as the "greatest wood surplus region on the face
of the earth", About thirty-nins per cent of ite land orea is forest land,
the greater part cf which is. still virgin forest, Vest areas of forest lend
have ﬁot yet been explored, Notwithstending Latin Americafe timber resourcet
in the past. lum'ber imports hove greatly excoeded lumber exports, There sre
a nunber of reasons for this peradox, the most.important being inadequate
tra;nﬁpomtion.' Much of the timber is located in the interior or in
inaccessible regicns, There is also a general shortage of labour, and
there 18 the reluctance-lof capital to flow into a field about which precise
Inovledge 1s 1a,¢king, especially as to t.ho ‘conmerciel possibilities of
many specles of trees,

In the export trade, Brazil plays the most .important role, the main
timber being pine. Chile is also an experter of timber (rauli and laurel)

 end the Central Amcricen countries export mehogony and other hard woods.
Although Erazil wes the original home of the rubber tree, it now produces

less than two per cent of woxli rubber. Argentine and Pareguey have a

world menopoly of quebracho, & forestry product of great impartance in

the tanning indvetry,
latin-American countries are big importers of pairer and wood pulp.

Brazll however produces a substaential part of its requirements, and Mexico,

Chile and Argentina are increasing their production,

(¢) Fisheries :

The eeas surrounding the Latin-American countries are regarded as
being amonget the world®s richest in fish resources, However, although
these resources have been fairly adequately ewrveyed, their developmsnt
has . been limited becauss of a general lack of modern industrial methcds
for handling fish and because of the absence of a developed transportation
end distribution system, This has resulted in the conounption of saltwater
fish being limited to populaticms living on the seebosxd, ;

In the developmental programmes of various Latin-American govermments,
some attention has been given to the dével'omﬂnt of fishery resources, not
only as & means of increasing income but also in order to increase food
production and improve diet, Although some modern methods have been
introduced and some moderm plants established for the catching, fresezing,
processing and drylng of fish, p::‘ggres to‘ ve has not been great.

4
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SECTION FOUR
MATUPACTURTIG INDUSTRIES

The development of manufacturing industries in Latin Amcrica has been
uneven, In & number of countries, eapeoi.ai.]y those of Central America,
there hae been virtually no industrielization, In Peru and Venezuele
indvstrial development i onljy now beginming, Aithough Cuba hes a large
sugar milling industry, in other resvects there has been little dovelopmant
of manufacturing,’ On the other hamd, in Argentine, Erezil, Chile, Colombie
end Mexico substantial progrese bas bteem mede, The fostering of
industrialization has been given epecial consid.era.ti'.on in the oconcmic
develomment plens of many governments.

Heavy indugtries have so far achieved only a very limited growth,
end even the more industrialized countries, such as Erazil, Chile, end
Mexico, although well endowed with minerals lag far behind small
industrielized naticns such as Australia and Canada,

Ir the development of heavy industry, the iron and etesl industry to
date has only gained importence in Mexico and Brezll axnd to a lesser extent
in Chile, in Peru, Colambis and Argentina some develorment is contai::_ulated.
Preceding the development of the irun and eteel induetries, there wes some
emall-gcale production of heavy industry pwrcducts such as rolling stock for
reilroads and city traction eystema, Machine shops in a number of countries
produce eguipment and tools for mines, end automobilee ure esssembled in a
number of countries. '

Portland cement is produced in meny countries., Tuls has beoen of speciel
importance in recent years as & number of countries have experienced a
building boom, This has been particularly true of South America where there
hes been a great expansion of residertial duilding,

While the heavy chemicela industry haa but recently developed, some of th
basic heavy chemicals are produced in the moet induastrialized countries, In

recent years, the metallurgical end chemical industries have bsgun to play a
more important pert in the manufacturing picture.

Chavacterietic of the development of industry in latin Americe is the
euphasis on 1light industry, Ths most important light industries are in the
food ond textile flelds, These two iniustries between them emplcy about
fifty per cent of all industrial workers and account for fifty per cent of
total manufactures,

In general, manufacturing industries can be divided into two main
-6atagoriea. There are those processing domestic raw materials for export, and
there are these producing conesumerw guods for the domsstic market, many of
which are glven special protection by governmental action such ag tariiffs and

~subsidies. In this latter category, the most important irdustries ere cotton
/and woollen '
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and woollen textlles, rayon, clotaing and footwser, furniture, glassware,
potiary end porcelain, raper mroducts, tires end tubee, pharmsceuticals
end soxe light chemicals, In addition, mome plastice induetries have been
established, but these rely on imports of thelr beeic materials, The
Iatin-Anerican industrialized cowantries ere almost self-sufficient in
bagic coneumer goods, bubt in some camss the lndustries producing these
goods depend on importe of raw meterials or semi-processed gecds,

One aspect of memufacturing industries which should not be cverleoked
1s that industrial establislments are generelly very emall, Thus of
Argentina's 57,957 factories, about fifty per cent in 1941 employed on an
average lews than six workers. In many industirial plants - with certain
noteadle exceptions - there has been very little application of medern
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SECTICH FIVE
FACTORS OF IFCUSIRIALIZATION

() Baw Materials - :

In addition to the list of minerals set out earliecr in the section on
mining it can be seen that most of the besic rew materials for
industrialization such as agriculturel and livestock products, end rew
materials for the productiom of vegetedble olile, fidres, and waxes are found
in latin America, The chief exception i cosl which to date haas been
found in Chile, Brezil), Pe#v @nd Colombis, Even in these countries, it
is not of the best quality of is not verg plentiful, Iron cre is
plentiful ahtongh, 28 indicaled elesvhexe, is not evenly distridvvted
throughout tha twenty republies,

(v) Rover

Although Latin /merica is poor in coal resources, it does poseess 011
in some places in sbundance, accounting at present for ebout fifteen
por cen* of world producticn; the principal sources are Vanszusla, anl to
e lecser degree Mexico, Colambia, Peru and Ecvador, Trere is some small
production in Argentina and exploitation is beginning in Brezil, Chile end
Peraguay, | ,

Many letin-Americen countries have large unexploited sources of
hydro-eleciric power, The most important are Brazil, end the repu‘bli__cs
along the Andes, such as Chile, Colazbia and Bolivia, Central Americe has
good possidilities for hydroeelectric instellations, e.g. Lempa River in
El Selvador, Mexico has substantial potential Lydro-elactric resources but
with plentiful supplies of ol has uct been under the semo prossure to
develop hydro-electric power &s less rickly endowed countries,

Chile and Uruguay have programmes for the camplete electrification of
certain of their public utilities, induwetries and railroals, Mexico, Brazil, |
Peru and Co.'!.gmbia have plans for large hydro-electric pover dévelomenta.

The hydro-slectric power potential of lLatin Amexice hae been celculated
as three timss that of the United Statecs, FBowever, to date cnly 2,000,000
of ite 80,000,000 kilowatt potential has been developed.

(c) Capital g

Oae of ths greatest pro‘blem of latin-Aperican industrialization is the
lack of capitel, In tke econcmies of theee countries, savings ere enall and -
have flowed into such fields es agricultm and bullding rethsr than into
large scale .mdustrializatim. Focraign capital hss partic ipa‘bed geatly in
the eccnomic 1ife of latin America, espncially North American and British
capital, Favoured fields wsre mining end utilities; porifolio investments
wvere substantial, The ...ongua of E&"'ims as#imted. thnt in 1939 Britieh long

‘ ' Jverm investmenta
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tern investments amounted to $4,500 miilion and Unitsd Stades to

$4,000 millfon, Since this date there hsa been a chenge in the relative
positions of the two countries, It im belleved thet British investments
now amount to about $3,500 million end United Stetes to about

$4,500 miilion,

_ In many instances, governments have provided capital which sometimes
hes hed an inflationary effect, In addition, foreign loans have beon
obtained, such as those from the United Statea Export-Import Bank,

(d) Iabour

Iatin Americe in gencral suffers from & gcarcity of labour, Although
its overall erea is large, f& vast regicms its populetion density is very
low end large sections of evey country @iten live in lnaccessible regions,
beyond the influence of the economy of the "market".

If the populetion is emall in relation to aree, the problsm is even
more aggravated by the skortage of skilled labowr, even in the most
industrielized countries, FEepeclelly ilumportant is the gcarcity of
techniclans, latin America has too few vocatlonal schools and these tend
to be concentrated in a few countries, The number of technilclans treained
abroad is negligible, In the past, Latin Americe has depended much on
foreign technicel skill for the operation of her more important industries.
It should be noted too that the productivity of workers ie lowsr than iIn
Burcpe or North America, This is due in large measure to lack of
mechanization, and to poor living conditions, diet, Lygiene end housing,
Illiteracy is also an important factor, - Illiteracy renges from twelve
per cent in Argentins to a maximm of eighty-two per cent in Hondures,’

In fifteen republics the range is between fifty and eighty per cent,

(e) Governmental Action

Governmental action to encourags end stimulate manufacturing industries
in latin America has been an important factor in the progreess realized in
this field in recent yoars.® There are a number of common elements in this
type of govermment action, For exemple, it is generally regerded as the
province of the government to oreate a favourable "economic climate" for
development, and also to organize or undertake what amounts to an
inventory of the country's economic resources, actual end potential, In
general, 100, govermments do not attempt to supplant private initistive but
to complement it, and even to essist it with capital, technical knowledge
and skilled labour, or encourage it by favoureble concesegions,

* Thig subject 1s treated in some dv' .l in & Report prepared by the
Secretariat on Econamic Development in Selected Countries which will
gshortly be availabls for the members of the ad hoc Committee,
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Tha importance given by govermments in recent years to economic
development can be seen in the creation of the "Zcomomic Councils" which
exist today in Mexico, Brazil, Chile, Colombia, Uruguay, El Seivador,
Venezuela, Bolivia and Guatemala, and 1n the lomg-tm plans formuleted
by Argentina, Mexico and Colombia,

Direct state action in industrial &evelopment is offected in latin
America in various ways:.
| (1) Through orgenizations such as the "Development Corporation”

uvsually formed in conmection with lerge-scele plans, provided
with piblic funds ensbling them to undertake enterprises on
their own account, or to participate in privete enterpriees,
They also have access to foreign capitel, Tae most important
of these organizations ere in Chile, Colambia and Veneruela,
created in 1939, 1940 and 1946 respectively. In this category
can also be included the Peruvian corporations of the Santo
and of the Amazon and, although they possees certain special
characteristics, those of Bolivie, Ecuador and Haiti,

(11) Through jJoint private and govermment enterprises, as in Brazil

and Argentina,

(111) Thkrough autonomoue organizations, or state entorprises
edministered independently, This eystem haoc been employed in
Uruguay, the state reserving for iteelf a mamopoly of certain
injustries, such as meat packing, oil refining, alcohol and-

" cement, not only as & means of raising reverue but aleo to
cnaure that certain staple cummodities are availeble to the
pepulation at low nrices, -

The state has also intervened indirectly in industrial development
through protective measures (customs duties, import controie, and tax
exemptions) and by special industrial credit facilities, It must, howeves,
be noted that these organizations have not been widely developed, and that
in some countries, such as those of Cemirel America, they are prectically
non-existent,
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SESTION SIX
CTRRENT PRODLEMS AFFECTING IATIN AMERICAN INDUSTRIAL PRODUCTION

World War II affected the eccnomies of Labtin Ameiica in & number of
difforent ways, How the war forced changes in the patiern of 1is foreign
trade and generated seriouvs iaflationary pressures will bs shown In a lsber
section, Sonme impartent effects on 4ndvetry arve mentiored here ce they have
complicated the transition from a wor t¢ & peacetinmo econony,

To mset wartime neels, both evroad and domestically, mery inlustries
were cveveextepdod or oporeted on a tvenly~four hour besle, This toolk
plece at a time and in cirfumsbances which mede it impomeibls to &cqulire
nev machirery or epares, A diyect conseguiice was the pramature wearing out
cf eguipment and machinery which hse now to be replaced, This problem is
reported to be particulardy acute in Argentina, Hrezil, Mexico and Chile,
The seriousneca of the prodlem ia revemled by a 15hy estimete of &

United Statea Goverrment agency that replacement would coat about
$2,800 million,

The cutting off of supplies from cverseas forced the dsvolopment of
certain induetries which in more normel times would havo been economically
unsound, e.g. production of certain chemicals, precision instruments and
equipment, and parts for dlesel engines, This type of mroduction was
carried on regardlsss of cost, Now that the supply situation 1s eaning,
some of theee industries can no longer subsist, ' .

Perhaps a more serious effect of the war was its intexruption of plans
for industrielizetion, caused mainly by an 1nability to ovbtaln machinery

contracted for but not delivered, Hardest hit were electrification plens,
many of them of great scope and extremely vital in view of the lack of coal

and oil in many countries. The expsneicn of hydro-electric power productién
wag to have been the basis of & nurber of new industrice, especizally in
Chile and Uruguay, At the end of thé war many developmental plans had to be
uade over and machinery had then to be acquired at greatly increased cost,
Finally, it chould be noted that meny countries were forced to procure
quantities of o0ld used equipment with which their industries will have to
operate for some time,
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SECTION SEVEN
INTERNATIONAL EERADE

. ’b Some of the most typical clnract.ariutica of the Latin-American
economy reveel themselves in its international economic relations,
Throughout the twenty republics expoerts consist almost entirely of
minerals and agricultivral products, In recent yearse there has boen an
increaee in the percentage of those exports which are semi-manufactured,
or in the case of foodstuffe proceesed and rea.dj for oonmmptibn. * Finighed
manufactures constitute a relatively insignificant part of total exports.
I‘mports on the other hand consist mainly of manufactured goods, Thees are
the earmaris of what is generally regerded as a semi-colonial economy,
Foreign trade, in fact, therefore plays as important a pert in the
Latin-American economy as in the economies of far more economically
developed countries, . -

Por the pressnt purpose the foreign trede of latin America is
considered as an aggregate, However, it should be borne in mind that such
‘treatment is an oversimplification and may result in errcr, There are
substantlial variations between different reg:lona,; and indeed some -of these
speciel conditionu in individusl countries have been indicated in thie
paper, i
In the immediate pre-war period the United States &nd Eurcpe supplied
Latin America with most of its importe - mainly manufactured goods, and
provided the market for the bulk of Latin America's exports - mostly
minerals and agricultural products, The United Kingdom and Continental
Eurcpe alcne accounted for forty-five per cent of both imports and exports.
However, it should be noted that the share of Argentina, Brazil, Chile,
and Yenazuaia‘,' Uruguay and Bolivia in this trede was disproportionally
larger, Tie United States accounted for about thirty-three per cent of
trede, while trade between the Latin-American ropubiica was relatively
lmimportnn'_o. _ .

A major effect of the war on the foreign trade of lLatin America was
to cut off or substantielly reduce trede with the United Kingdom end
Continental Europe, The re-sdjustment took two main forms - cne wes &n
increase in trede between the Latin-American ¢ountries, imports from within
the area increaeing from ten per cent of total imports in the immediate
pre-wer period. to twenty-seven per cent in 1944, The other and more
noticeable form was the substential improvement in the position of the
United States in tho foreign trade of the twenty republice. By 1944 the .
United Statee was supp.‘la-ing about siztx per cent of Latin-America's imports
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and taking about fifty per cent of expvorts, In the cese of scme
countries the figures were even higher, e;g. eighty-one por ceat of
Cuba's imports, end eighty-nine per cent of her exporte, The share of
Latin America in United States exports also increesed, rising from
sixteen per cent of total United States experts in 1936-1938 to
thirty-nins per cent in 1945, The transition from wor to peace has
revealed no drop in the valvea of imports or exports, but a cornstent
increess, ' ' .

It 1o cnly vhen the composition of exports is studled that the
vulnerebility of the latin-Americen econcmies is revealed. A
characteristic of these exporie is the relatively small number of
producte which make up the total, and the dependence of most covntries
on the expert of only a few products, Thus coffee, bananas, sugar, cotion,
cocon, and tobacco accounted for almost all of the exports of agriculiural
Central America, while about ninety per cont of Venezuela's exports
consisted of mineral olls, seventy per cons of Bolivia's tin, and elghty
per cent of Chils's copper end nitrate,* :

Most of these products are produced in the main solely for exrort,
Should -export markets faill, these producte could not te uzed locally as the
latin-Anerican economies could not absorb them in such quantities, This
vulrerebility to export demand ie higklighted by exverience during the
depression years 1929-1932 when the total value of latin American exports
fell by 64,3 per cent, Lack of diversification within the economies
provided no cushion to absord any of the shock,

It will be evident therefore that for the maintenance of proaporit;wf
in such Latin-American countries, where exports represent a substantial
percentage of tcotel national imceme, the maintenance of exports is as
vital es the maintenance .in the more econcmically developed countries
of the level of investment, Exports form what has been called the
“erucial sector" of the Iatin-American economy, Thus, the well-being
of the Latin-American econcmies 1s in present circumstances, dependent
on conélitions and policies outside their control, Being in an important
degree campstitive in this respect they are less able to defend themsolves
in such oircumstances,

The wartime changes in Latin-Amorican trade noted ebove, have
increaped this vulnerability, for any fluctuations in the American
econamy will necessarily have an immsdiate reflection, more or leas

* It should be noted that the price of exported primary products tende
to fall faster then the price of imported manufactured goods,
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govers throughout all the countries of latin Arerica. An illustration
of this is alreedy availeble, During and immediately after the war the
latin-American covntries accumulated substantial dollar rescrves as a
réault of a fevourable balance of trade with the United States, In the
second half of 19%6 Latin-American imports from the United States began
to increase considerebly, Thie trend continued so that in the first
half of 1947 imports from the United States amounted to $1,2%1 millicn
vhich was almost double the velue of exports to the United States 1i.e.
$628 million, As a result of this,davalopment the accumulated reserves
are nov being rapidly depleted, Indeed, a mumbor of countries have
completely exhausted thelr reserves and are now facing a serious dollar
sﬁnrtage. Others have had to institute strict exchange and imyort
controla to conserve their dollar exchange. :

These exchange losses are due to several developments, il

exchange controls were enforced, a larga part of these reserves were
used up in luxury or non-essential importe, It should be noted however

that the replacement of worn-out machinemy and the acquisiticn of nsw
equipment and machinery accounted to a large extent for the increase in
imports, Another factor which has had and continues to have a serious
effect on the Letin-American eccnomies is the substantial increase in,
prices in the United States, especlally since the relinquishiné‘df moat
price controls in mid-1946, The expectation that the accumulated'reéerves
were large enough to play & major role in tiding the Latin-Amﬁricaﬁ
countries over a difficult transition period was in large meéaufe destroyed
by rapid rises in the prices of imports frcm the United States, By
mid-1947 the Wholesele Price Index for menufactured goods in the.

United States had risen more than seventy-five per cent since August 1939
‘This, plus price rises in all other fields, severely contracted the
purchasing power of dollar reserves, However, it should be noted that.
although the cutting off of overseas supplies wes en importent factor in
the accumulation of foreign exchange reserves, rieing world prices also
contributed to the expansion of these reserves, While on balance the
terms of trade were probably moving to lLatin America's diaadvantage,

this aspect of the problem should not be overlooked,

In addition to reserves of United States dollars, the lLatin-American
countries accumulated subatantial sums of sterling and other inconvertible
cﬁrrancy. These reserves have been drawn on for the redemption of foreign
debts and obligations e,g., Argentinals redemption of forelgn owned uﬁilities.
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EECTICN EIGET
INFLATION IN LATIN AMERICA*

All Iatin-American countries have suffered to a greater or lesser
degree from-internal infletion caussd by a considerable rise in the value
of exports accompanied by & reduction in the volume of imports, Indaad, it
might be said that inflation is the most eserious of the eilments currently
affecting the Laetin-Amsricen esumcmies, The magnitude of the inflation is
revealed in the Cost-of-Living Index for twelve Latin-American countries
eet out in Table 1, but 1t should be noted that the indices ere recognized
(even officially in meny ceses) to understate the degree of inflation,

The principal elements causing the inflationary pressure were the
increased wertime end post-var demands of the United States for -
Latin-Americen agricultural end mineral products, United States militaxy
expenditures in Latin America, develcopment expenditures, budget deficits,
an increase by foreign coxrpanies in investment in exfsort industries, and
what in soame countries smounted te a2 building boom,

The table waich fecllows ehows what this pressure did to force 'up
pricea, This was followed later by e rise in wages, putting further
pressure on the limited quantity of goods available and further forcing
prices up, Measures to curb inflation were largely ineffective, It is
true there were and are price controls, but the lack of an effective
rationing system for consumption goods rendered them largely méaningless,

' The inflation continues, for the flow of importe especially of
consumers’ goods since the end of the war has been insufficient to meet
more than a part of demand. PFurther fectors accounting for the continuance
of inflation are the expansion of develcrmentel projects by a number of
countries and delayed demend fer both investment and consumpbion goods.
Table 2 is a further indication of the inflationary pressure. '

¥ This brief account of inflationary tendencies in Latin America is based
on the Secretariat Peper "Survey of Curvent Inflaticnary Tendencies in
Latin Aperica", which has already been mede available to the members of
the ad hoc Committee,
[Table 1
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Teble 1
INDEX OF COST OF LIVING
Country 1944 1945 1946 1947
(1937 = 100) | i

Bolivia 470 496 533 . 618 E/
Chile (Santiago) 22} 2k 283 383 4/
Mexico (Mexico City; food, 230 2k7 308 343 y

clothing, demestic help)
Paraguay (food and clothing - 193 21k 236 275 1/

in Asuncidén; 19382100) .
Cuba (food prices only) 172 19k 208 e

(10 mo,ave)

Brazil (Rio de Jmneiro) 170 197 222 .-
Perd (Lima) 163 182 199 2534/
Costa Rica (San Joeé) 167 177 184 212 4/
Argentina (Buenos Aires) 113 135 159 177 3/
Colombia (Bogoté) 170 189 207 2514/
Uruguay (Montevideo) 121 139 153 170°2/
Venezuela (Caracas, cost of 1 11 150 171 3/

food, coal and soap)
Australia 129 129 131 134 2/
_/ February
_/ March

June

Source: United Nations Mon‘thly Bulletin of Statistics, Saptember 19h7
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Table 2
OF NOTES IN CIRCULATION AND BANX DETOSITS
{1937 = 100}

Notes in circulation Bani Deposite
Country 1946 1947 Y/ 1946 1547 1f
Argentine 353.5 366.1 259.1 X 283.4
Bolivie €67.9 669 480.3 L82,1
Brezil 45,7 443,5 52k, 7 549.3
Chile 501 507.6 309.2 347.3
Colombia 490,6 450,9 480,2 456,8
Mexico 628,6 587.5 819.6 819.3
Peru 624 628,1 510,9 505,9
Uruguay 235,2 230.1 2k1,7 2h5.7

Venezuola k55 k55.9 - ——e

1/ 1947 figures are the latest available for cach country, but are in no caec
later than May,

Bource: United Nations Monthly Bulletin of Statigtics
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. ' Table 3

TABULAR GUIDE T® ECONOMIC CONDITIONS IN LATIN AMERTCA

Country 1y Population y Automo- Total Total
_ tive Radio sets Tele- Railway Road mile- imports 6/ Per capita exports 6/ Per ca.pit.a
Year Number vehicles 2/ 1in use 3/ phones 4/ mileage 5/ age 5/ value imports value exporis
_ (1,000 (1,000
dollars) dollars)
Argentine 1942 13,709,238 309,500 1,050,000 460,857 25,358 253,115 301,881 $23.48 436,133 $30.19
Bolivia 19%2 3,533,900 5,745 40,000 2,621 1,507 10,154 27,979 7.91 63,201 17.88
Brazil 19#2 1+3 550 000 17!; 000 500, 000 290,910 21,253 1ha 294 275,700 6.33 336, 100 7.72
Chile 1943 5,229,367 50,269 200,000 90,43 5, 182 22.613 108, 254 20,70 161,068 30.80
Colombia 1942 9,523,200 35,434 166,000 42,233 2 oh5 1k 236 96,903 10,17 100,396 10,54
Costa Rica 1941 672,043 3,945 22,000 4,048 ’188 . hos 17,798 26,48 - 10,230 15.22
ggﬁm 1943 & 778 583 48, 324 175,000 68,232 11,594 2,214 133,890 . 31.67 211,506 50.03
can .

Republic 1941 1,654,993 2,894 7,000 2,400 762 © 3,180 11,739 7.09 - 17,124 10.3%
Eeuador 1943 3,112,137 3,903 6,800 7,600 800 3,31 8,400 2.79 -13,300 .42

El Salvador 1942 1,662,980 3,1 10,500 3, T4k 384 3,709 8,331 RS 1, ’ 204 6.0L
Guatemala 1942 3,410,762 4 824 22,000 3,800 705 3,786 13,416 3.93 12 785 3.75
Baiti 1941 3,000,000 2,485 3 000 2,900 150 1,754 7,431 2.48 6 557 = 281
Honduras 1942 1,15%,388 1,569 16 000 1,916 | 661 © 693 10,255 8.88 10,1_19 8.76
Mexico 1941 20,208,163 105,h70 ; 350,000 178,726 12,74l 56,923 188,294  g.32 150,106 7.43
Nicaragua 1941 1,01394%5 907 4,000 1,509 289 1,550 10,438 10.29 11,931 1.6 ‘g
Panama 1950 631,637 7/15,171 32,000 7,000  7/380 7/870 32 S04 7/51.46 4 283 6.78 %'&
Paraguay 1940 1,014,773 1,48 = 12,500 3,800 1,043 3,759 6, 4562 6. 46 8,147 8.02 %
Peru 1943 7,395,687 21& 554 70,000 35,151 2 3!#5 16,559 55,050 7.4 76,015 10(28 &
Uruguay 1941 2,185,626 k5,765 150,000 -~ k6,656  1.875 2487 . 63,135 28.93 . 70,845 32.42
Venezuela 1942 3,996,095  35,53% 138,000 31,856 816 5,882 88,276 22,08 8/223,63% 8/55.96

1/ Officlal Latin-American sources 4/ Year 19%1, except Dominican Republic, Haiti, and 6/ Year 1941

2/ TYeer 1941, except Mexico, 1940 Nicaragua, 1942; Honduras, 1940; E1 Sal\'adm 1938; gj Includes Canal Zone

3/ Year 1941, partly estimoted Uruguay 1939, Cuba 1943.° 8/ Value of Venezuelan exports

5/ Year 19%o ad justed to commrical velue -

Bource; U.S. Department of Commerce. ) " of petrolsum shipments,
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