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Ecuador's economic eystem is a-modest one. Although we could review
at length ‘our natural wealth in-agriculture end mining, the truth is that
we have not been able to develop more than four and three-quarters per cent
of our arasble land and en insignificant portion of cur mineral resources.
The technical and mechanical means at our disposal are limited and we lacku
operating capital, slthough Ecuador offers.security to the investor, a
high yleld, low taxation and the guarentee that dividends may be sent out
of the country. We have complete faith in the ability of the specialized
agencies of the Unlted Nations to advise us in the training of our own
experts; and when the time comes we shall encourage capltalists, by‘
horourable legislative measures, to show increasing confidence and to make

‘more extensive use of the resources of foreign capital.

Our metal reserve represents over fifty per cent of the fiduciary
circulation, but we know that it is 1nsuff;cient tb.cover immediately the
large-scale projects of agricultural and industrial development which we
must undertale. . . l

‘Beuador suffers from inflation, 1ike‘any other country on the
continent. From 1939 to 1947 qurrency.in cireulation incréaséd by as ;
mich as 500 per cent, end the general price level followed suit, reflecting
the shortage of consumer goods at the disposal of the people. The
Cigparity between world prices and those of our basic products, on the
other hand, was and remsins enormous; we. might sa& that the purchasing
pover of our curfency wag cut to less then half,

THE PRICE WAR , .

When, in due course, our country's sources of supply vere restored,
thus increasing the demand for foreign exchenge, the disparity between
prices and the purchasing power of the currency became more apparent.

In this phase of our inflationary process we have striven to ﬁ&iptain free
exchange and, at the same time, to limit the money in the hands of
dmporters. On technical recommendations made by the'International Monet@ry
Fund, in June 1947 we introduced a system'of monetary settlement which :
mede it possible for us to stabilize our payments abroad by means of
selective rates of exchange and resultant exchange premiums, which allowed
us to control the flow of imports and exports without destroying our
principles of free exchange and free importation. We ggfee, of course,
that the apolication of this method is & difficult attempt to maintain
our balance of payments while protecting our monetary reserve; and we are
not deceiving ourselves in the belief that without effective aid,
guaranteed by our resources, we could cope indefinitely with thdse‘urgent
needs in development and-prombtion vwhich compel us to use at ;east some:
of the reserves we have built up by heavy and repeated sacrifices.
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MEASURES AGAINST INFIATION

The rigid application of these anti-inflationary measures has, of
course, resulted in an additional burden upon domestic consumption. In
fact, we have reised the cost of living for our people and justified
ourselves by the need to maintain the stability of our curremcy. In the
meantime we have decided upon economic measures leading to social peace
through vroductive work and the wvital fulfilment of our projects for
the promotion and development of industrial and agricultural production.

We maintain that no monetary reform or plan can of itself be a permanent
substitute for active productien. It is, of course, possible for a while

to defler action in satisfying humen needs; to alleviate them, however, would
require the exploitation of the economic potential and an actual increase in
sources of wealth through the support and strengthening by work and
sacrifice of the resources, available and potential, of the human mind.

To stimulate production we have two plans which would bring about such
an increase: one for immedlate needs and the other, clearer in wording and
broader in structure, for longer-term requirements. To carry them out we
have channelled the flow of our resources towards the sources of wealth,
diverting them as far as possible from the temptation to import luxury
goods. As these plans reached substantlal proportions, we regquested the
co-operation of the Bank for Reconstruction and Development in supplying
machinery for the mechanization of our agriculture; and we are preparing
the ground for an increase in our industries and greater development of
our agricultural capacity. We trust that a plan meant to reduce costs and
to increase foodstuffs, which are in great demend end highly priced, will
win the support and assistance of this banking agency, both in financial
requirements and in the supply of mechanical equipment.

INDUSTRTIAL AND AGRICULTURAL DEVELOPMENT OF LATIN AMERICA

I do not wish to continuve without referring to the words of the delegate
of the United Kingdom, who, in line with the universal tradition of the great
people he represents, advised the Latin-Americen countries to solve those
problems concerning "agricultural and industrial production including
questions of types of crops, of machinery and questlions of equipment, and
of fertilizers". Actually, the solution of the problem of under-consumption
lies in the exploltetion of the huge reserves accumulated in the lands of
America; thesge are available for a co-ordinated and long-term economic
policy. In this magnificent hall it has been stated end reiterated that
the world is indivisible in its needs and resources, that prosperity and
poverty are a matter of concern to all peoples, facing as we are the
essential need to abolish social disorders end to render human brotherhood
wore lively and fruitful. The interdependence of nations requires
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international justice end social well-being, material and spiritual food
and health for sll peoples, and equal technical training for all men of
good wlll.

In paessing judgment on Ecuador's economy in recent times and in
analyzing the causes of her present imbalance, it should be noted that
Ecusdor unhesitatingly offered her unstinting co-opera%ion in the defence
of democracy during the last war. The nation's economy was directed on a
large scale to the preparation and collection of those agricultursl products
classed as strategic which are grown in our land. Our contribution in
balsa, rubber, Peruvian bark, rice, etc. proved a valuable help to those
countries which were actively engeged in defending the principles of order
and freedom. This twofeld task took up a good part of our industrial and
agricultural equipment which we have not as yet been in a position to
replace and modernize. We transferred our menpower and mechanical
equirment to the heart of the tropical forest, deflecting them from
permanent work projects and exposing them to exceptionally adverse physical
conditions. This effort met its inevitable consequence when fighting
ended and the demend for these strategic products abruptly ceased,
affecting our economy and resulting immediately in the social and economic
problems with which we are now faced and the effects of which have already
become apparent.

The last war considerably aggravated the characteristic situation
of our widelyr-scattered economies, with the exception, perhaps, hitherto
of some more fortunate economic systems. In general the disparity has
increaced between our needs and the immediate resources at our disposal;
between prevailing prices for the primary products we sell and for the
manufactured goods we buy; between the salaries, standards of living, and
social bene™ ts which exist in predominantly agricultural countries and
in industrial countries. While in the agricultural States salaries are
barely sufficient for a meegre diet and voor sanitery conditions, in
industrial countries consideration is given to the need for 3435-
remuneration for a man's work., Off hand and without an cxhaustive
enalysis of the problem, one gains the impression that time lags when
appraising our raw materials but runs ahead whén setting a price for
menufactured goods, resulting in distressing econcmic dislocations and
far-reaching social repercussions. This contradiction in econcmic facts
demonstrates the need for immediate analysis and suitable suggestions. This
would be in accordance with resolution 56 of the Chapultepec Agreement, the
corresronding statement made in Havanae, and Articlé 3 of the Economic
Af.reement of Bogota, which declares thet "as a general policy, there should
be taken into account the need to compensate the disparity that is
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freguently nptéd between the prices of raw materials and the prices of
manufectured products, by establishing the necessary balance between them."
RAW MATERIALS AND MANUFACTURED GOODS

The delegation of Ecuador is firmly convinced of the need to analyze
fundamentally the problem of disparity between the prices of raw materials
end manufactured goods. Should the delegates of the other countries
représented in this Commission not have more appropriate suggestions, we
consider that the Secretariat should be instructed to submit to the next
meeting a detaiiea, anelyticel and complete report on this distressing
problem, and at tﬁe same time to suggest means leading to its successful
solution in the spirit of intermational fellowship and fair distribution_
which should prevail between the peoples, Among such measures, the
delegation of Ecuador feels that we should be informed about the
establishment of a technical body, in which all the countries represented
in this Commlssion may pafticipate, to discuss the stability of prices,
co-ordination of purchasing, end outlets for the sale of Latin-American
product35 seeking guidance whenever necessary from the model directives
of the International Emergency Food Covmeil. |

MORE FLEXIBLE TRADING W r

The geographical and.overail study of currency in trade relations
between modern countries has lately offered a wide fleld of instruction and
experience. For'instance, the tyranny of the gold standard_has besn
replaced by the tyrenny of the hard currency. -Even where genuine economic
exchange mighﬁlopcraﬁe in the form of free barter between production and
consumption, the phenomena of the war has caused the separgtion of these
two interrelated functions, placing production as against currency on
cne slde, and currency as againet consumption on the other. Currency,
thus considered, is no longer an intermediary means of promoting
production and consvumption end of contributing to'improve& and speedier
digtribution, but becomes the dividing wall between these two economic
functions., In these circumstances, as the delegate of Peru suggested,
one might do well to consider measurcs and safeguards which would enable
the use of a system of scrip or substantial current accounts between
States, taking as a basis the economic end commercial unification of the
latin-American markets, ) )

EUROPEAN RECONSTRUCTION AND THE ECONOMIC DEVELORMENT OF AMERICA

In the important second Annual Report of the International Bank for
Reconstruction and Development for 1947, we find valuable ideas which we
could apply immediately. The urgent need to succeed in the reconstruction
of Europe, which all of us sincerely desire, neither interferes with nor
contredicts the inherent advantages to be derived from meeting the need for
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increesed production in latin America. Nevertheless, some people think
in terms of biased preferentiel treatment, even though the success of
measures towards this end indicates the advantage of Jjoining forces in a
creative prdject vhich would embrace world production and consumption
together and strengthen basic economlic exchange. In the extensive and
complicated process of restoring end expanding world economy through
fluidity and freedom in negotiation, the immense resources of Latin America
provide an opportunity not only to meet immediate requirements but, more
particularly, for permenent econocmic projects, a home for techniclans and
wide spheres of work for those who wish to participate in and derive
benefit from our earmnest desire for improvement and progress. The European
countries have the manpower and mechanical equipment which would prove an
effective contribution to the industrial end agricultural development which
we are esger to bring about. In these circumstances, and approving in
full the statements mede by the delegates of the Furopean countries, we
consider that a special commiitee should be formed as soca as possible of
representatives of European and Latin-American countries, to draft
a survey on the possibility of combining the probliems of European
reconstruction and the industyiel and agricultural development of Latin
America. At the conclusion of this address I shall, on behelf of the
delegation of Ecuador, submlt a plan %o this effect for the consideration
of the delegates.
IMMIGRATION FOLICY

Ecuador has given careful consideration to the problem of immigration;
our laws authorize the free entry of immigrants gualified for work in
agriculture or essential industries. The Govermment of Ecuedor is
especially concerned to extend to immigrants adventages end facilities
vhich will enable them to adapt themselves profitably to the activities
of the nation and thus to develop sources of wealth and increase the
purchasing power of our products.

THE FUTURE OF CUSTOMS UNIONS

Ecuador is very much interested in co-operating with the other

Latin-American States to_faciiitate and promote the highest level of trade
end of agricultural and Industrial deveiopment, through bilateral or
regional agreements. These should contribute as far as possible to the
lowering of customs barriers and the broadening, for the commonweal, of
the domestic markets in each Latin-American State. A peeting was held in
Quito this month of the Preparatory Conmission for the Grand Colombia
Keconomic Conference, which is to meet in Quito on 2% July. The Preparatory
Conmission has prepared the agenda, which provides for the examination
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of systems likely to foster trade and cement the tles of economic unlon and
co-operation Between adjadent States linked by identical historical and
political treditions. The creation of a customs union by the Grand
Colombia States hds been suggested; and, when it beccmes a reelity, this
should prove & profitable experiment of which the ddvantages might extend
gradually in due time to those Latin-American countries which deemed it
feaslble end suiteble to their national interests. The Grand Colombia
custonmg union £inds its roots in numerous Americen conferences, and
recently the Havana Charter authorized nations to form customs unions.

This was provided for even more specifically in the Economic Agreement of
Bogota, which authorized preferential treatment for adjacent American
States or those which form part of the pame econdmic area, with the ultimate
purpose of stimulating general development.

We do not forget that the progressive growth of the system of customs
unions will compel us to revise and co-ordinate our industriasl policies,
uniting ateas of production and consumption so as to avoid causing hindrance
and to prevent the duplication of efforts which would produce the effects
of a futile rivalry in the form of harmful competition. It is our sincere
wish that, as these periodic meetings alléw us to become bétter acquainted
with one another and‘es we reallze that we must ‘face our problems with
courage and sinéerity; we may be ahle better to combine our efforts, thus
meking it possible for every country to carry through with greater wisdom
its plens for industrial and agricultural development.

AN EQUITABLE AGREEMENT ON TRANSPORTATION

Theé Grand Colowbia countries have combined their efforts to operate
and reintain a joint merchant marine, end the advantageous results of this
action have already become apparent. We desire and advocate the formetion
of o Latin-American merchent marine and, if possible, a central body to
control‘general trdnsporfatibn in latin America. ‘It would certainly prove
highly profitable to apply to ourselves some of the best principles which
govern trade between States of the North American“Union, including the
principle which fixes the scale of freight rates on the basis of types of
products rather than the distance between the merkets of production and
consumption. The democratic principle of economic equality in competition
between consumption and production markets is surély closing one of the
most important gaps in trade rolations betﬁeen the lLatin-American countries.
Those countries which aré,gquraphically more remofe would thus enjoy the
same opportunities and bénefits as those which are nearer. We think that
this Feonemic Commission's Secretariat.which so alertly investigates and
analyzes the problems confronting us,;ﬁight,,if the other delegates
consider. it necessaery, undaifake to give us & cléarer view of interrelated
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problems such as the fair and democretic unificatlon of freight rates. We
should thus be placed in & position to consider the desirability of common
solutions which would further strengthen the impulse towards commercial ..
vnlty among the Latin-Americen countries.
OUR CONCLUSIONS

The Ecuador delegation maintains that as we are on the road towards
the effective and sincere unification of our economic systems through the
adoption of meesures leading to the perfection end unification of our
basic economic exchanges, it is our duty to submit, wlthout scruples or
euphemisms, the facts about and the full picture of our present needs, from
production to consumption, We must accept thorough analytical guidance and
co~ordination of our efforts and seek inspiration in the clear advantages
to be derived from unity of latin-American thought and action. This may
seem a purely romentic ideal, but as the analysis of our economic problems
and the search for their solutions clarify our mutual interests, we shall
find ourselves in the presence of a promising reality which will give our
people stable foundations for social prosperity and the good of all.

In conclusion I should like, Mr, Chalrmen, to sum up the suggestions
of the Ecuador delegation as follows:

l. That the Secretariat of the Economic Commission be instructed

to submit to the next meeting a detailed report on the possibilities

of unifying prices of raw meterials and menufactured goods, and

freight rates applicable to goods shipped to and from Latin America.

2. That the Secretariat of the Econcmic Commission be instructed

to consider the fundemental requirements of & Latin~American

customs union.

3. That a special committee be formed of representatives of European

countries and of four American countries members of the Economie

Commission for Iatin America, to consider during the present session

what instructions should be given to the Secretariat of the Commission,

so that before the next meeting of the Commission it may study

economic effects and suggest the best means of promoting the industry

and agriculture of latin America in reletion to the task of European

economic reconstruction.

L., Thet the Secretariat of the Commission be instructed to examine,

in co-operation with the technical persomnel of the Food and

Agriculture Organization, the agricultural problems of Latin America,

bearing in mind that the solutions which may present themselves,

apart from bringing about the co-operation needed to alleviate the

world food crisis, should provide the Latin-American economies with a

stable, solld and scientific basis for their future development.

/on behalf
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On behalf of the Ecuador delegation I should 1ike to repeat our
thanks to the Government of Chile for its generous hospitality to this
Tconomic Commission, whose meetings hail the start of a new era marked
by the birth of Latin-American economic unity in the exemination and
solution of mutual problems, and by & new and promising trend in the ties
vwhich bind Europe and America in these distressing hours for mankind.



