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The Sccretariat cf the United Nations has submitted proposals for
the agenda of the Economic Commission for Latin America, based on studies
meds by the ad hog Committee met up by the Economic and Soclal Council
(Docurient E/630).

In our opinicn, the Secretariat was well cdvised to include among
its proposals, as one of the main subjects, the deterioration of
machinery and eguipment and the great difficulty of obtaining suppliss
of machinery.

This problem is so urgent that we consider it to be the most
important subJect this meeting has to dezl with.

It should be noted that the deterioration is not due solely to lack
of replacements and maintencnce during the war. The effects of
detericration heave been felt since the beginning of the long period of
ecoricnic depression. Let us teke the case of Brazil as an example.
During the years 1930 to 1936, average imports of equipment declined by
50% in corparison with the average for 1926 to 1929. Between 1937 and |
1939 there wans a slight improvement which was socon nullified by the

almost complete cessaticn of imports of capitel equipment due to the war.

IMPORTS CF MACHINERY

( Yearly Average )

Year Tons Index
1926-1929 k35,283 - 100
1930-1936 . 213,444 hg
1937-1939 326,499 R

It can be seen that sven before the outbreck of war industricl
equirnent was manifestly inadsquate. .
/ﬂevertheless, after 1929,

¥ This docvment ig a revised translation of the original which was
isouef at Santiego, Chile.
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Neverthelesa, after 1939, Brazilian national eccnomy was forced to
expend enormously. I need only sey that industrial production incrensed
by more than 100%.

INDFX OF INTUSTRIAL PRODUCTION
Physical Volume
1935-36 - 100

i Index
1940 139
1941 159
1942 171
1943 207
1944 ol5

These facts give a falr idesa of the enormous wear and tear suffered
by Brazil's capital equipment. Unfortunatsly, the cese of Brozil is
not an iscolated cne: 1t is only en example of the maledy which afflicts
the whole of Latin Amcrica and which 1s emphasized in Document E/G}O,
issued by the ad hoc Committee. That document states: "The Latin
Americon republics, together with all the United Nations, used their
capital equipment at an abnormal rate during the war years. Purther
they were inlitially ill-equipped and ill-prepared to make these efforts
which conastituted a proportionally heavier burden on them."

It is obvious therefore that the problem of rehabilitation in Latin
America, 18 acute. In Eurbpe simllar rehabilitation is necessary because
of the devastation caused by war. Here, Tn Letin America, it I1s
indispensable because of the excessive wear and tear caused dy the
depression and the wer as a result of the Impossibility of obtaining
replacements and the over-loading of egquipment during the late war.

The Latin Americen countries hoped that, after the war wes over,
they cculd rely on obtaining essential plant replacements, With that
end in view they earmarked part of their foreign exchenge for re-cquipment,
using procel-res which varied from country to country.

" were established

In Brazil, for instance, "equipment certificates
and had to be obtained by companies whose profits were in excess of the
pre-wor level. The purpose of this meesure was twofold: to withdraw
from circulation purchasing power which could not he sconcmically used
during the war end, sccondly, to channel excess prefits towards postwar
rehebilitation. "Equiprent certificates” were issued in dollars, pounds
sterling, francs, etc.; according to the currency of the country where
the capltal geoods were to have been purchased.

/In short, this
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In ghort, this economic policy revealed the lack of balance between -
the plon for the economic rehabilitetion of Iatin America and the
abeence of plens to increase the production of capital goods in the
monufncturing countries. With the shortage of production goods thus
eccentuated, the countries of ILatin America were unable to carry out
their economic rehabillitation prograrme. In this situation, in addition
to the immecdiate evil of inadequate imports of such cssential goods, the
Tatin Americsn governnents found thsmeelves in & position in which it
was impossible to go on demanding the formation of reserve funds for the
purchese of production goods.

Thia lack of co-operation on the part of the countries posseasing
"production goods" destroyed ths main weapon against the inflaticn which
efflicts Latin American countriss. 'They were able neither to reducs
prices at home ncr to contribute to the reducticn of prices in Europe.
Our capacity to export to BEurope would be much grester wore it not for
the acute deterioraticn of tranmsport equipment, the lack of agricultural
machinery, and the general shortage of cquipment,

I might, at this point, guote the suggestions made by the Food and
Agriculturc Organization to the Economic Commission for Latin Americe,
in the following terms; (Document 12/11, page 6) "It is suggested,
therefere, that the Economic Commission for Latin Americe might pasg a
recoluticn which, while recognizing the responsibilities of individual
governments to taeke action to bring about an increase in feod preduction
by tho e¢linminetion of supply shoriteges, would recommend that FAC and
ECLS co-operate in helping the Latin American governments ascertain
their reguirements for fertilizers, machincry, means of transportation,
end other requisites for production end distribution, and determine what
measurcs ceu be taken nationally and internationally to meet these urgent
nceds."

In view of what I hove said, it would secn that one of the primary
cbjectives of the Feoncomic Commission for Latin America should be to
rerch an agreenent with the governments of the United States, Canada,
Sweden, =2nd even England, Belgium and France designed to eansure Latin
Amsrica a minimum gquota for the supply of prcoduction goods. This 1s
onc of the urgent rmeasures to the need for which the representative of
Peru so rightly drew attention in his speech of 9 June.

The Cemmission would give inastructions to the Secrstariat to study
the Latin American countriss' minimum roquiremente of transport material,

machinery and equiprent in general, basing their estimates cn import

otatistics for the
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statieticz for the years 1937 to 1939 and other ovailable information,
with the object of encbling the Latin American countries %o produce mcre
egononicclly.

Having adopted a pollcy to ensure the supply of machinery and
eguiprient which will, without a shadow of doubt, provide Latin American
countiies with greater exchange resources, the Fconcmic Cermisgion for
Latin Anericrn would recommend the Governments of those countries to
rc-sstablish the wartime measures to set aside foreign exchange for the
equipment of thelr industries and transport ssrvices. Such a policy
would ensure n stable market for the countries menufacturing production
gocda, In other words, it would guarantee increassed production of
equirment against any contraction of demand due to lack of forelgn exchange.

Another problem pointed out by the ad hoc Cormittee, which I regurd
as of great importance, is that of the prices of imported produsts.

The reference made by the Committee serves to emphesize the well-¥nown
dicparity between the prices of manufactured products, raw materials and
Toodstuffs.

It 13 unnecessary to recall here the disaastrous disparity of prices
during the deccde beginning in 1930, which had such grievous consequences
for the economies of various Latin American countries and in particular,
Tor that of the Republie of Chile. '

Tor ie it necespary to dwell on the efforts made to find ways of
protecting products whose prices are particularly vulnerable to fluctustions.
The theory of buffer.stooks, sco brilliantly defended by Lord Keynes, and
reecamended ot Bretton Woods upon the initlative of the Delegation of
Brazil, is moking slow headway. The recent wheat agreement is an
experiment of wide scope.

There is still much to be done to protect countries exporting raw
materials against erratic price fluctuation.

We thorefore suggest that the Eocnomlc Cormission for Latin America
should try to frame its request for statistical inforrmation in such a way
28 to enable it tc carry out o study directed towerds the correction of
the eccnomic maladjustments originating in such fluctuations. The cobjlect
of the resdjustment we have in mind might perhaps be cxpressed as followa:
an snnual increase in the favourable balance of peyments of one of two
gountriea would, when it arose from actuel differences between ingreases
in the prices of products exported by the creditor country and fluctuations
in the prices of products exported by the debtor country, be reduced in
proportlon to the difference between the two prices.

/Let US BURPOSE,
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Let uso suppose, for example, that the favourable bolance of payments
of comntry A with country B ingreases during 1948, If the increarse is

due not to an increese in the volume of Alg exports to B, but to a greater

foverrnbls balance would be adjusted,

Should the Cormission consider that this matter 1s worth studying it
should direct the Secretariat to investigats import cnd export price
novementa.

It would nct be necesssry, in my opinion, 1o include all products,
The products most commonly met with which, taken together, represent,
let us say, atout 80% of the totel velume of trade, would be enough.

The Scerctariat could obtain the co-operaticn of the International
Menetary Fund in the collecticn and analysis of such data, im order to
investigate the possibilities of this method of adjiusting creditor
balances., After the possibllity of carrying it out has been analyzed,
we could gtudy the merits of this proposal, provided of course it is not
rejected out of hand,

Theoee suggestione ars, in ny delsgation's opinicn, of fundamental
importance for the work of thié Cormiasion, the establishment of which
was 8c wisely proposed by the delegation ¢fChile to the Fceoncmic and

Social Council.






