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The S e c r e t a r i a t of the United Nations has submitted proposals f o r 
the agenda of the Economic Commission f o r L a t i n America, "based on s t u d i e s 
made by the ad hoc Committee set up by the Economic and S o c i a l C o u n c i l 
(Document E/63O). 

In our op i n i o n , the S e c r e t a r i a t was w e l l advised to inc l u d e among 
i t s proposals, as one of the main s u b j e c t s , the d e t e r i o r a t i o n of 
machinery and equipment and the graat d i f f i c u l t y of o b t a i n i n g s u p p l i e s 
of machinery. 

This problem i s so urgent that we consider i t to "be the most 
important subject t h i s meeting has to deal w i t h . 

I t should be noted that the d e t e r i o r a t i o n i s not duo s o l e l y t o l a c k 
of replacements and maintenance during the war. The e f f e c t s of 
d e t e r i o r a t i o n have been f e l t Gince the beginning of the l o n g p e r i o d of 
economic depression. Lot us take the case of B r a z i l as an example. 
During the years 1930 to 1936, average imports of equipment d e c l i n e d by 
50$ i n comparison w i t h the average f o r 1926 to 1929- Between 1937 and 
1939 there was a s l i g h t improvement which was seen n u l l i f i e d by the 
almont complete c e s s a t i o n of imports of c a p i t a l equipment due t o the war. 

IMPORTS OF MACHINERY 
( Ye a r l y Average ) 

Year Tons Index 
192Ó-1Q29 ^35,283 100 

193O-1936 213, kkk k-9 

1937-1939 326,^99 75 

I t can be seen that even before the outbreak of war i n d u s t r i a l 
equipment was m a n i f e s t l y inadequate. 

/Nevertheless, a f t e r 1939> 

* This document i s a r e v i s e d t r a n s l a t i o n of the o r i g i n a l which was 
issued at Santiago, C h i l e . 

** Only Spanish.text a v a i l a b l e . 
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Nevertheless, a f t e r 1939, B r a z i l i a n n a t i o n a l economy was f o r c e d to 
expand enormously. I need only say that i n d u s t r i a l production increased 
"by more than IOO5É 

INDEX OF INDUSTRIAL PRODUCTION 
P h y s i c a l Volume 
1935-36 - 100 

Year Index 
19^0 I39 

19kl 159 

19^2 171 

l$k% 207 

Thüse f a c t s give a f a i r idea of the enormous wear and t e a r s u f f e r e d 
by B r a z i l ' s c a p i t a l equipment. Unfo r t u n a t e l y , the case of B r a z i l l a 
not an i s o l a t e d one: i t i s only an example of the malady which a f f l i c t s 
the whole of L a t i n America and which i s emphasized i n Document E/63O, 

issued "by the ad hoc Committee. That document s t a t e s : "The L a t i n 
American r e p u b l i c s , together w i t h a l l the United Nations, used t h e i r 
c a p i t a l equipment a t an abnormal r a t o during the war years F u r t h e r 
they were i n i t i a l l y i l l - e q u i p p e d and i l l - p r e p a r e d to make these e f f o r t s 
which c o n s t i t u t e d a p r o p o r t i o n a l l y heavier burden on them." 

I t i s obvious therefore that the problem, of r e h a b i l i t a t i o n i n L a t i n 
America, i s acute. I n Europe s i m i l a r r e h a b i l i t a t i o n i s necessary because 
of the devastation caused by war. Here, 'in L a t i n America, i t i s 
indispensable because of tho excessive wear and t . ' r caused by the 
e g r e s s i o n and the war as a r e s u l t of the i m p o s s i b i l i t y of o b t a i n i n g 
replacements and the over-loading of equipment during the l a t e war. 

The L a t i n American co u n t r i e s hoped t h a t , a f t e r the war was over, 
they could r e l y on o b t a i n i n g e s s e n t i a l p l a n t replacements. With that 
end i n view they earmarked part of t h e i r f o r e i g n exchange f o r re-equipment, 
usi n g p r o c t r - r e a which v a r i e d from country t o country. 

I n B r a z i l , f o r instance, "equipment c e r t i f i c a t e s " were e s t a b l i s h e d 
and had to be obtained by companies whose p r o f i t s were i n excess of the 
pre-war l e v e l . The purpose of t h i s measure was twofold: to withdraw 
from c i r c u l a t i o n purchasing power which could not be economically ueed 
during the war end, secondly, to channel excess p r o f i t s towards postwar 
r e h a b i l i t a t i o n , "Equipment c e r t i f i c a t e s " were issued i n d o l l a r s , pounds 
s t e r l i n g , f r a n c s , e t c . , according to the currency of the- country where 
the c a p i t a l goods were to have been purchased. 

/ i n short, t h i s 
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In s hort, t h i s economic p o l i c y revealed the l a c k of balance "between 
the plan f o r the economic r e h a b i l i t a t i o n of L a t i n America and the 
absence of plans to increase the production of c a p i t a l goods i n the 
manufacturing c o u n t r i e s . With the shortage of production goods thus 
accentuated, the co u n t r i e s of L a t i n America were unable to carry out 
t h e i r economic r e h a b i l i t a t i o n programo. In t h i s s i t u a t i o n , i n a d d i t i o n 
to the immediate e v i l of inadequate imports of such e s s e n t i a l goods, the 
L a t i n Amerirv-.n governments found themselves i n a p o s i t i o n i n which i t 
was impossible t o go on demanding the formation of reserve funds f o r the 
purchase of production goods. 

This l a c k of co-operation on the p a r t of the c o u n t r i e s possessing 
"production goods" destroyed the main weapon ag a i n s t the i n f l a t i o n which 
a f f l i c t s L a t i n American c o u n t r i e s . They were able n e i t h e r t o reduce 
p r i c e s a t home nor to c o n t r i b u t e to the r e d u c t i o n of p r i c e s i n Europe. 
Our capacity to export to Europe would be much grea t e r wore i t not f o r 
the acute d e t e r i o r a t i o n of transport equipment, the l a c k of a g r i c u l t u r a l 
machinery, and the general shortage of equipment. 

I might, at t h i s p o i n t , quote the suggestions made by the Food and 
A g r i c u l t u r e Organization to the Economic Commission f o r L a t i n America, 
i n the f o l l o w i n g terms; (Document 1 2 / l l , page 6) " i t i s suggested, 
t h e r e f o r e , that the Economic Commission f o r L a t i n America might pass a 
r e s o l u t i o n which, while r e c o g n i z i n g the r e s p o n s i b i l i t i e s of i n d i v i d u a l 
governments to take a c t i o n to b r i n g about an increase i n food production 
by the e l i m i n a t i o n of supply shortages, would recommend that FAO and 
ECLA co-operate i n h e l p i n g the L a t i n American governments a s c e r t a i n 
t h e i r requirements f o r f e r t i l i z e r s , machinery, means of t r a n s p o r t a t i o n , 
and other r e q u i s i t e s f o r production and d i s t r i b u t i o n , and determine what 
measures can be taken n a t i o n a l l y and i n t e r n a t i o n a l l y to meet these urgent 
needs." 

In view of what I have s a i d , i t would seem that one of the primary 
o b j e c t i v e s of the Economic Commission f o r L a t i n America should be to 
reach an agreement w i t h the governments of the United S t a t e s , Canada, 
Sweden, and even England, Belgium and France designed to ensure L a t i n 
America a minimum quota f o r the supply of production goods. This i s 
one of the urgent measures to the need f o r which the r e p r e s e n t a t i v e of 
Peru so r i g h t l y drew a t t e n t i o n i n h i s speech of 9 June. 

The Commission would give i n s t r u c t i o n s to the S e c r e t a r i a t to study 
the L a t i n American c o u n t r i e s ' minimum requirements of t r a n s p o r t m a t e r i a l , 
machinery and equipment i n general, basing t h e i r estimates on import 

/ s t a t i s t i c s f o r the 
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s t a t i s t i c s f o r the years 1937 to 1939 and other a v a i l a b l e information, 
w i t h the object of enabling the L a t i n American c o u n t r i e s to produce mere 
economically. 

Roving adopted a p o l i c y to ensure the supply of machinery and 
equipment which w i l l , without a shadow of doubt, provide L a t i n American 
countries w i t h greater exchange re-sources, the Economic Commission f o r 
L a t i n America would recommend the Governments of those co u n t r i e s to 
r e - e s t a b l i s h the wartime measures to set aside f o r e i g n exchange f o r the 
equipment of t h e i r i n d u s t r i e s and transport s e r v i c e s . Such a p o l i c y 
would ensure a s t a b l e market f o r the co u n t r i e s manufacturing production 
goods. In other worde, i t would guarantee increased production of 
equipment against, any c o n t r a c t i o n of demand due to l a c k of f o r e i g n exchange. 

Another problem pointed out by the ed hoc Committee, which I regard 
as of great importance, i s that of the p r i c e s of imported products. 

The reference made by the Committee serves to emphasize the well-known 
d i s p a r i t y between the p r i c e s of manufactured products, raw m a t e r i a l s and 
f o o d s t u f f s . 

I t i s unnecessary to r e c a l l here the d i s a s t r o u s d i s p a r i t y of p r i c e s 
during the -decade beginning i n 1930, which had such grievous conseqi.enees 
f o r the economies of various L a t i n American c o u n t r i e s and i n p a r t i c u l a r , 
f o r that of the Republic of C h i l e . 

Tier i c i t necessary to dwell on the e f f o r t s made to f i n d ways of 
p r o t e c t i n g products who:;e p r i c e s are p a r t i c u l a r l y vulnerable to f.luctu:.'t • on.3. 
The theory of b u f f e r stocks, so b r i l l i a n t l y defended by Lord Keynes, and 
recomende d a t Bre t t o n Woods upon the i n i t i a t i v e of the r e l e g a t i o n of 
B r a z i l , i s making slow headway. The recent wheat agreement i s an 
experiment of wide scope. 

There i s : ; t i l l much to be done to p r o t e c t c o u n t r i e s e x p o r t i n g raw 
m a t e r i a l s against e r r a t i c p r i c e f l u c t u a t i o n . 

We therefore suggest that the Economic Commission f o r L a t i n .America 
should t r y to frame i t s request f o r s t a t i s t i c a l i nformation i n such 8 way 
as to enable i t to carry cut a study d i r e c t e d t o w r r d i the c o r r e c t i o n of 
the economic maladjustments o r i g i n a t i n g i n such f l u c t u a t i o n s . The object 
of the readjustment we have i n mind might perhaps bo expressed &S f o l l o w s : 
an annual increase i n the favourable balance of pe.yr.onts of one c f two 
countries would, when i t arose from a c t u a l d i f f e r e n c e s between increases 
i n the p r i c e s of products exported by the c r e d i t o r country and f l u c t u a t i o n s 
In the p r i c e s of products (..reported by the debtor country, be reduced i n 
p r o p o r t i o n to the d i f f e r e n c e between the two p r i c e s . 

http://pe.yr.ont
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L e t as suppose, f o r example, that the favourable helance of payments 
of country A w i t h country B increases during 19^8. I f the increase i s 
due not to an increase i n the volume of A'3 exports to B, hut to a g r e a t e r 
increase i n the p r i c e s of A's products as compared w i t h B's, the increased 
favourable balance would be adjusted. 

Should the Commission consider that t h i s matter i s worth studying i t 
should d i r e c t the S e c r e t a r i a t t o i n v e s t i g a t e import and export p r i c e 
movomenta. 

I t would not be necessary, i n my opinion, to i n c l u d e a l l products. 
The -products most commonly met w i t h which, taken together, represent, 
l e t us say, about 80$ of the t o t a l volume of trade, would be- enough. 

The S e c r e t a r i a t could obtain the co-operatien of the I n t e r n a t i o n a l 
Monetary Fund i n the c o l l e c t i o n and a n a l y s i s of such data, i n order to 
i n v e s t i g a t e the- p o s s i b i l i t i e s of t h i s method of a d j u s t i n g c r e d i t o r 
balances. A f t e r the p o s s i b i l i t y of c a r r y i n g i t out has been analyzed, 
we could study the m e r i t s of t h i s proposal, provided of course i t i s not 
r e j e c t e d out of hand. 

Those suggestions are, i n ny delegation's opinion, of fundamental 
importance f o r the work of t h i s Commission, the establishment of which 
was so w i s e l y proposed by the delegat i o n c f C h i l e to the Economic and 
S o c i a l C o u n c i l . 




