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Mr. Chairman:

The task of solving the problems inherent in the restoration of the
economic stability of Latin Americé have been entrusted to the wisdom
and judgment of the Economic Commiésion for letin America set up by the
Economic and Social Council at its sixth session, recently concluded at
United Nations headquarters et Leke Success, after a year of strenuous
work. | '

The couatries of Latin America are faced by a profound maladjustment
of their economies, although the maladjustment is not felt with equal
intensity or gravity by each one of them. There is é group of strong
economies, with lucrative exportable products and favourable balances of
payments, which have maintained their extermsl purchasing power over the
last few years and have increased the foreign exchange reserves in their
Central Banks., On the other hand there are roughly sixteen countries whose
economies are made unstable by thelr inability to maintain even a reasonable
balance of payments. There may be, between these tw6 groups, in addition
to the sixtesn I‘havé mentioned, some economies which oceuﬁy an intermediate
position as regards balance of payments difficulties.

The general situation of the Latin-American couﬁtries in the least
favoured group is marked by a sharp increase in their domestic means of
payuent and by a very limited capacity to pay in foreign currencies, This
disequilibrium has a permanent inflationary effect which saps internal
purchasing power and causes daily increases in the cost of living.

The Latin-American countries in this category had full employment
during the late war; but the difficulties.l mentioned have had the effect
of undermining normal conditions, retarding the ncrmal development of
business and now are beginning to give rise to the problem of unemployment.

% This document is & revised translation of the original which was issued
in Santiago, Chile. £ :
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priorities: priorities‘based dﬁ the urgency of countries' requireoments and
prioprities accqrding to the type of assistance needed.

In our opinibn the Commiséioﬁ of which we are members must make
definite decisions in this field as & basis for its studies and
recomuendations for action, -

We must in the first place plan the kind of assistance to be supplied
and name the countries which are to have first call on it.

II. Measures to be Adcpted

The Peruvian delegation considers that the problems to be solved should
be examined on the basis of their urgency, with a view to two types of
solution. '

A.  Short-Ternm Measures

Hard-pressed as it is téday - in the situation I described in the
earlier part of my speech - latin America must seek immediate methods of
restoring the balance of an officient, co-ordinated economy, as it existed
in scme base year, let us say in 1938, for example. The cbjective to be
attained may be expressed in a simple foruula: "The immediate re-establishment
of trade and production" at the level of the base year chosen, which should
be the subject of investigation.

The economic weakness of many Latin-American countries is due, I
believe, in the field of trade, to the difficulties in the wey of carrying
on normal businecs and,'in tie field of production, to the difficulty of
obtaining equipment and mechinery. It should be understocd, however, that
the poal of esuch countries is only (a) to replenish the commercial stocks
of ectablished firms which normally supply the wanits of the purchasing
wublic, and not of firms engeged in speculation; and (b) to be given
adequate opportunities to buy equipment and machinery for existing
agricultural, mining and manufacturing enterprises, without attempting to
solve the problems of industrial development by these short-term measures
in the industrial field.

The United Nations Charter, and the Trade and Employment Charter we
have Jjust signed at Havana, specifically mention problems of "full
employwent”. The fact that if these short-term measures were put into
effect, the demands of "full employment" could be emply satisfied is a
significant one for the Econcmic Commission for Latin America.

B. Medium and Long-Term Measures

What Latin America needs is the plamning of each natlional econony,
with a view to the satisfaction of its future irdustrial requirements,
immediate and remote. SN

/Sone remarks
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Some remarks on the problem of industrial deveiopment may be
pertinent:
1, The industrisl nations of the world have not a genuine interest
in the development of Latin-American industry. They counsider that
industrial development would entail the loss of the source of wealth
represented by the working up of reaw materials and their resale to the
preoducing countries.
2. Conversely, countries producing raw materisls which seek to
industrialize themselves run great risks if they aim at self-sufficiency,
since in order to protect their infant industries they will have to
resort to teriff barriers or other means of protecting their
industrial products on the home market. Furthermcre, abrcad their
products will heve to be placed on competitive markets, in which they
will not be taken up, as the costs of industrialized countries using
scientific production techniques cannot be competed with.
3. At the Havane Conference discriminatory trade practices and the
undue protection of domestic production were subjected to serious
restrictions.
4, Industry, as the second phase in the econcmic advancement of
Latin America, requires that the industrial potentialities of each
Loatin-American country should be studied with a view to the adoption
of an Agreement. Industries should not be forced; the sole grounds
for their establishment should be the satisfaction of the major
national needs of the countries concerned. The establighment of
industries should be promoted by the use of the actual natural
resources of each country. The Agrecnents resulting from such a
conference will recommend fair limitations on the establishment of new
industries; and will call for their esteblishment by stages within a
gteted period of not less than five years.
Se It must be clearly recognized that Iatin America should not fall
into the error of chaotic industrialization, whether the result of the
f zeal of capitalists in the countries concerned or of feoreign investors
or, even more so - and this should be made clear - the result of the
commercial and therefore interested advice of associations of foreign
rrivete compenies which, hampered in their own countries by the
cperation of anti-trust laws, are directing thelr activities and
enterprise towards uncontrolled irdustrial development in Iatin
America - with substantial sales of heavy machinery but a disquieting
drain on currency reserves and & consequent threat to the new
industries from coming world competition.
/In view
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In view of these considerations we might drew up the following
system of pricrities:

(a) Egquipment and machinery for industrial development schemes now

in process of execution;

A(b) Bquipment and mechinery for new industrial development schemes
planned for the near future;

(¢) Equipment and machinery for future programmes of industrial

development planned on a long-term basis.

Since Latin America's major problem is the shortage of currency for its
purchases abroad, there would seem to be very little possibility of
implementing these short and lLong-term measures which, by restoring trade
and balancing production, would permit the rapid rehabilitation of each
couniry.

Certain preliminary consideraticns should be stated: .

Rapid rehabilitation has nothing to do with the prcblem of markets or
of nevw irdustrial develcpment. It refers only to the urgent and
inescapable need to restore the existing agricultural, mining and industrial
structure to its pre-war efficliency.

The result would be g decrease in production costs through the
restoration of equipment and machinery to a high degree of efficiency and
the introduction of new machinery, with a consequent increase of marketable
products. The restoration of commercial étocks to their 1939 levels, as
an ineviteble result of this, would help to release emple supplies of
goods and products for the domestic markets and, without increasing
monetery circulation or lowering wages in the ccuntries concerned, would
produce disinflation with a resultant fall in domestic prices and,
indirectly, a rise in the standard of living of each country. The surplus
production c¢f each country would provide a stock of cocmmoditles at reasonable
prices which would enter world trade, thereby contributing to the
rsconstruction of the devastated countries of Eurcpe and Asia.

It follows that the immediate problem of Latin America is simply thet
of introducing into each country the goods needed to replenish ccommercial
stocks end the equipment and machinery to replace plants worn out by the
war.

It must be borne in mind that during the five years of wer the latin-
American countries did not succeed in obtaining the high payments of
foreign currencies to which they were entitled as there was a single buyer,
the United States, and Letin-American products were bought under contracts
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controlled by that buyer with the result that wartime profits were very
moderate, and never, except in a few countries, reached a level sufficient
for the replenishment of commercial stocks and the reconversion of
ecuipment end machinery. If we seek the immediate cause of the equally
urgent problem of rehabilitating ILatin America within the fremework of

an efficient purchasing system, we shall be lad to conclude that it
depends exclusively and primarily on devising a system which will provide
each country with urgently needed goods, equipment and machinery as the
basis for rapid and immediate recovery now.

It must be stressed that I have so far been dealing only with the
problem of the rehebilitation, recovery and meintenance of each individual
economy .

As the conclusion of the first part of my speech I may say thet
Latin America's problem is a financial one, but that nevertheless it is
not loans that we need. What must be done ig simply to stop for some time
the movement of currency in intra-Latin-Americen trade and in trade with
the United States.

In order to determine how this should be done, a brief but comprehensive
study should be made of intra-latin-American trade, and e clearing system
between those countries and the United States should be planned; in other
words, a system of suspended peyments should be instituted. With extra-
continental countries, however, the normal system of purchases on the
free market could be maintained.

It must be noted, as a necessary premise, that once the Marshall Plan
is put into effect, it mey be supposed that lLatin America will have
available a substantial volume of purchases emounting to many millions of
dollars over a period of five years.

These preliminary questions once settled, the Econcmic Commission for
Tatin America, which must seek immediate solutions rather than plans of
action, will have to adcept and recommend to Governments scme system
calculated to put a stop to the movement of currencies, which is the
disease we are trying to cure, while making it possible for goods to be
acquired through annual "clearing" trensactions. I shall venture to sketch
one possible system, in order to show how far the Peruvian delegation is
prepared to go to ensure the effectiveness of the resolutions to be adopted
by the Commission.

e may assume that 30 per cent of the exchange required can be cbtained
from the Latin-American economies whose trade with one another is balenced.
Hach country would open a current account in its own currency in favour
of the other, and would pay its nationals by means of a certificate =

/something



113

E/CN.12/20
Pege T

scmething in the nature of a bond or werrant - which, like any other
credit document, would be good for cesh in the commercial banks of each
country by a discounting system, for which purpose the central banks would
fix e special rediscounting rete. On the ascsumption that the mutual trade
of the Latin-American countries concerned was completely balanced,
currency movements during the period in question would be completely
eliminated.

Countries not having a complete balance of tradé would settle their
accounts by the normal method of the interrational exchange of currency at
the end of the commercial year.

SUSPENDED PAYMENTS

After the needs of the Latin-American countries have been satisfied
a similar system will be established with the United States, which is now
the sole source of goods, equipment and machinery, until the European
markets have reccvered. No bonds or warrants will, however, be issued.
Each country would intreduce appropriate legislation providing for
central banks to pay their natiorals for exports in thelr own currency, a
system of current accounts being opened for that purpose.

If the Latin-Americen countries were to agree that, so far as their
own continent is concerned, the present stagnant situation must be remedied
in the manner described, confidence, which is the premise of this
proposal, would ensure that, at the end of the commercial year, most Latin-
American countries would be in a position to make substantial payment to the
United States against their debtor dollar balances; which would be reflected
in the current account I have mentioned.

It would also be certain that at the end of a period of two years
all the Letin-American eccnomies, now balanced and co-cordinated, would
have covered the whele of their foreign currency deficits.

ETURCPE AND ASIA

When the Marshall Plan is put into effect, Latin-Americen sales to
Eurcope and Asie will, as I sald, amount, sccording to reports, to
10,000 million dollars; Latin America will be aeble to sell a huge volume of
its products, receiving a return in dollars.

The United States will then be in a position to guarentee the "clearing"
system of suspended payments, wmenticned earlier, with the dellars due from
these sales, crediting them to the current account of each netion selling
goocds to Burope and Asie and with a debtor balance to the United States.

It may be assumed that it will be possible, by agreement with the
United States, to remit part of the foreign exchange received from szles to
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non-Americen countries to each country of latin America to liquidate annual
deficits in the inter-Iatin-Americen trading system.

It will be seen, then, that this system would reflect a state of
complete confidence, backed by the guarantee of the sales to Eurocpe.

Our delegation does not claim that the plan, which hes been outlined .
here as a genuinely effective solution, is the only possible ocre, Other
delegations mey, perhaps, have other creative ideas for solutions. The
Feruvian delegation, however, thought it essential to outline & system of
trade to meet the difficulties now besetting the Latin-American countries,

III. The Peruvian Plan for Mass Tmmigretion to latin America

The statement made by Dr. Enrique Gercia Sayén, ex-Chancellor of Peru,
on 29 December 1947 and welcomed in Europe and Americe represents, in the
view of the Peruvian Government, the incorporation in the Marshall Plen
of & vast programme for mass European immigretion to Latin America. In
the words of its author, "It would involve the promotion or establishment
in those countries of the conditions necessary to eneble them to receive
the flow of immigrants with good results. The relief of overcrcwding in
the over-populated Eurcpean countries would, on the one hand, reduce the
amount of aid and the number of products they require, thereby furthering
the reconstruction progremme, and, on the other, enable the Latin-American
countries to stimulate their production of raw materials for European
recoenstruction, promote their economic development and increase their
capacity to buy the industrisl products of Europe and the United States. The
effect would be to increase the world labour-force and utilize it more
efficiently."

The Economic Commission for Latin America ashould study the following
two questicns:

(a) How fer will the implementation of the Marshall Plan prevent

Latin America from solving the problems of the recovery of its own

trade and the'development of its industry; and

(b) A great programme of migration to Latin America, with the

financial backing required to esteblish the groups concerned as-

productive units, which would relieve the over-populated regions of

Iurcpe and integrate Buropean reconstruction with the rehabilitation

of Latin America by enabling the latter to increase its productivity.

The Peruvian delegation will state its views on these matters at the
proper time.

IV, The Preparation of Technical Economic Data on Questions of Trade and

Industry
I must now refer to the economic studies of the Commission and of
member nations.
/I am not being
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I am not being critical when I say that this Commission nust view its
research work, the basis for the adoption of solutions, as the only form
of activity which can be veally successgful in the first-year.

The Commission can have every confidence in the proved ability of the
Secretariat to carry out such research. But in principle, I believe the
following aspects must be covered:

(a) The statistical aspect;

(b} GQuestions of planning:

(i) Special economic questions affecting particular nations,
(ii) Iatin-American inter-dependence and inter-competition.
(1ii) Bilateral reciprocal relations between latin America and
the United States; and divergencies.
(iv) Triangular reciorocal relations between the United States,
Europe end other countries and Latin Americsa.

The Peruvian delegation is particularly enxious to guard sgainst our
work being simply e wmatter of research and planning; it must iead to
realistic solutions, as heppens with econcmic questions effecting private
enterprises,

V. A Modern Balance of Payments System

From the sketch of a system of payments I gave in connection with the
problem of industrisl development it is clesr that no ILatin-American nation
can abandon the idea of a larne-scale programme to develop its basic
production, put an end to the colonial nature of its eccnomy and satisfy
ite legltimate aspirations to planned industrialization.

From the industriel point of view, there are eccnomies like those of
Brazil, Argentina, Cuba, Mexico and Chile with considerable industricl
development. The remaining countries, although they have rich cattle-
raising end mining industries, have developed industrially to a lesser
derree.

It ig these econcmies - and some of the first group too - which suffer
from a permanent unfavourable balance of payments making it impossible for
them to wmaintain full employment. It is therefore a matter of urgency
for the financially powerful countries of America, together with the
specialized agencies, to pocl their resources to echieve a reasonable
readjustment of balance of payments difficulties.

The following questions must be studied exhaustively:

(i) PFinencial aid from the specialized agencies of the United Nations,

(ii) Inter-govermmental financial aid.

(iii) Direction of international private investment, and

(iv) New methods of suspended payments, with annual or other fixed-

term settlement.

When the Secretariat's "Survey of Economic Conditions and Trends" was

/under discussion,
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under discussion, the Peruvian delegatioﬁ'suggested the following urgent
subject for future studies: a preliminary study of the dévelopment and
Tinencial tendencies of investor natiqns and financiasl organizatlions, from ,
194k to the present day. The Peruvian delegation was very gratified to note
that the suggestion was supported b& other members of the Econcmic and .
Soclal Council and es you know it was dealt with in the special report
presented by the Council after its sixth session.

We must not disregerd the fact that investments in Latin Americe,
whether made by the International Bank for Reconstruction and Develcpment,
by private investors or by states through direct loans, meet with great
difficulties. There are complex problems of confidence, due to the unpaid
debts ocwed to-:-United States investors, the fears of capitalists regarding
political chenges in the Latin-American Republics, fear of taxatlion end
legal ection by each sovereigﬁ naticn, fear of double taxation, and the
lack of technicel surveys internationally recognized and backed by
signatures in which full confidence is felt. The Economic Ccmmission of
which we are part should therefore overcome thiese shortcomings with the
stamp of its guarantes.

If, once the Marshall Plan has been put into effect, menkind is to
cdvance towards genuine reconstruction on a world scale, in other words,
towerds peace, it may be assumed that when the economies of the world
bave been stabilized, it will be possible to see that investment is cerried
out in accordance with the needs of ordered world plenning. The Ariicles
of the Internaticnal Bank for Reconstruction and Development, and its
orgenization, will provide capital with tho necessary technical guarantees
and will give world endorcement to investment. Deiegates will remember that
when the Articles of the Bunk were approved by the Econcmic and Socla
Council, the Bank was given special indepeudsnce so as to win the
confidence of world capital,

CO-OFERATIVE BANK

In short, it may be said that in studyiang the solution of the
financial problem, considsraticn should be given to the establighment of
a special Latin-American Bank on co-operstive lines and guaranteeing
interest on investments, but distrivuting the profits to the countries
concerned as in the consumcrs' co-operative systenm.

In addition, consideration should be given tec the solution, also on
co-operative lines, of the relations between three basic forms of

enterprige:

/Private
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'Private ehterprise,

Semi—public enterprise, and

Public enterprise,
studying their limitation in view of considerations of democracy,'prejudice to
third parties, and the Charter of the International Trade Crgenizaticn,
and their expansion, to neighbowring countries, through the integration of
complementary economies or t@rough customs unions.

Tt may be assumed thet these studies will make it possible to
reestablish & multilateral balence of paynments system, within the framework
of which the expansion of international trade between Europe, Asia, Iatin
America and the United 3tates will make it possible to ettain the basic
objectives I have stated, and which may be summed up as follows:

(a) To draw up a general plan of the requirements to be net;

(b) To sblve, at least, the problem of supplies of commodities

essentiel to a sound economy, the problem of agricultural and mining

equipment and of the replacement of industrial plant; and

(c) Preliminary classification of the requirements of the Iatin-

Awerican countries and the establishment of priorities based on their

needs.

To fulfil these aims, the followling will be required:

(a) A co-ordinated study of the mopetery policies of central banking

systems in Latin America (reports of the International Monetary Fund).

(b) A co-ordinated study of tendencies in world finance since 1939

(reports of the International Bank for Reconstruction and Development. )

(¢) A co-ordinated study of Latin-American fiscal policies,

(d) The esteblishment of a centre for the training of administrative

experts (proposed by Brazil at the sixth session of the Economic end

Social Council); and

(e) An up-to-date revision of the Secretariat's "Survey of Iconcmic

Conditions and Trenﬁs”lwith special reference to Latin America.

To summerize, therefore, the Peruvian delegation, anxious to
co-operate to the full znd to spere no effort to help in finding the best
and most speedy sclution o the economic problems effecting the world and,
in particular, our continent, begs ycu to reflect on the statement I have
Just made and make up your minds on the prcposals it contains, namely:

(a) The establishment of & system of current clearing accounﬁs in

national currencies in the variocus Latin-American countries, in so far

as their mutuel trade is capable of being balanced, nationals being
paid for their transacticns by certificate, bond or warrant.
/(b) The adoption
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(b) The adopticn of the samé ‘solution with regard to the United States
of-fmerica, which will retain control of the dollers accruing from
Latin-Americen seles under the Marshall Plan. | 4
(¢) The implementation of the Peruvien plen for mess immigration to
Latin America, as contained in the statement of 29 December 1947 by
Dr. Enrique Garcia Sayén, then Chancellor of Peru. This plan should be
regarded as ccmplementary to the Marshall Plan. By meking an elfective
contribution to the strengthening of Letin-American production of rew
materials, it will alleviate the distress existing in Eurore since the
recent wer as a result of over-population and mass unemployuent.
(d) The establishment of & Co-operative Bank for Inter-Americen
Development, The Bank, as its name implies, should be of the
co-operative type end should, as I said, gusrentee peyment of interest
on investments, but distribute profits to member countries on the lines
of consumer co-operatives., Finally,
(e) The intemsification of investigations end studies of the economy
of Latin Americe in general, and the preparation of technical economic
data on questions of tfade and production, in perticular.
VI. Conclusion
I¢ the Economic Commission for Latin America lays it down as a
fundamental principle that its aim is more than reseesrch and that it is
its duty o propose solutions - as would be the case in private enterprise
in a similar situation - if we inspire the public of Latin America wilth the
confidence that, mindful as we are of the needs of scientific investigation
and technical and statistical preparation, we shoulder the responsibility of
remedying the present distressing position of trade end industry and of
ensuring retional industrial development under an cordered plan, the work of
this first session of the Econcmic Commission for Latin America will have
its effect on the interplay of our economies, will spread its influence to
our traditional FEuropean and Asiatic markets, and mark the dawn of a new
era of confldence for large-scale cepital investments by our neighbours, the
United States, Argentina, etc., and by the world.
These complex economic¢ developments will bear the stamp of the ideas of
multilateral stability proclaimed by that great orgenization, the United
Nations.

Thank you,



