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which are sold in the raw state, without undergoing any finishing process.’
Copper and nitrate are for the most part mined by foreign firms, which
although they have made possible the development of our natural mineral
wealth, return to Chilean ecopomy only a proportion of the value created
and are dependent upon markets governed chlefly by international factors.

Whether our economy 15 depressed or normal depends to an excessive
extent on the maintenance of these exports, since levels of employment,
revenue, and the amounts of foreign exchange available for buying imports
are all closely linked, in our ocountry, with foreign trade. But the most
serious aspect of this situation is the fact that maintenance of the type
of exchanges desoribed entalls a permanent process of impoverishment
since, particularly in periods of depression or economic criels, there 1s
no equitable balance between the prices of the raw materials we export
and those we are obliged to pay for the manufactured gocds we import.

In order to do away with this naggtive character of our economy, therefo:
we need on the one hand to inorease the variety of our own production, in
order to make it independent of the, at present, essential exports qf raw
copper and nitrate, and, on the other, t¢ make the maximum industrial use
of the varied natural resources o¢f our country by setting uvp manufacturing
industries using iron, timber, goal, ohemical products, etc., which might
well be produced in Chile, and which, owing to their high market value
would have a direct influence om the living conditions of the people.

This ig a task of great urgency. The characteristios described are
so pronounced that at the present time, although our exports are high,
the net product of our economic activity is inzadequate to meet all our
import requirements, and it is thus difficult to buy mechanical and
industrial equipment needed by our country.

Let me enumerate briefly the salient faeatures of our efforts in
agriculture, mining and industyy,

The deficiencies of our agricultural production are due chiefly to the
restricted area under cultivation and to antiguated systems of farming. With
regard tc the first point, it should be poinmted out that the area available
for cultivation can hardly be increased at the moment, as it has been
Impossible to continue work on the artificial irrigation system rendered
necessery by the orographical ecnformation of cur country and its rainfall.
In the past fifty years our populetion has increased by 75 per cent, that is,
frem 3 to 5 million inhabitants, whils the area of irrigated land under
cultivation has omly increased by 20 per cemt, that is, from 1,000,000 to
1,200,000 hectares, in round figures. A stationary area of land under

/cultivution causes
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cultivation causes a redistribution of crops, without increasing the total
value of vroduction. Antiquated systems of farming have held back the
rroductivity of agricultuxzal labour and this has had a permanent effect

on the living conditions of the entire rural population, and has raised
the prices of the articles prodveced by Farmers and stock-breeders for
consumption.

Artificiel irrigation of large areas of arsble lend has been hindered
partly by the high cost of work carried cut without adequate mechenical
equipment, and this, joined to the difficulty of buying farming implements
and machinery has meant that Chilean farmers and stock-breeders have not
been eble to produce as much as the country requires.

As regerds mining, as we have aleady pointed out, there is a merked
contrast in our country between the mass production of copper and nitrate,
mined almost exclusively by foreign firms, and Chilean nining properly
so-called, which is backwerd and leads a precarious existence, harassed
by the problem of prodﬁction costg, which are inflvenced in their turn by
the scarcity of mechanicel equipment. .PTOSPSGting, communicaticns etc.,
are necessary, but not as essential as machinery for econcmic explolitation.

It should be pointed out, however, that a large-scele programme of
industrialization has recently been started, and the Paipote Foundry is a
gooé example of its results.

With regard to industrisl production, perhaps the most prominent fact
is that notwithstanding the increased volume of menufacturing activity,
Chile hes not yet been able to develop.to the extent desirable theose
industries for the processing of our abundant netural raw materials which
are a Tundamental, esaential and legltimate necessity for our c@yntry.
Various difficulties have been overccme, and the necessary steps have been
taken to enable Chile to undertake industrial production, on the largest
scale possible, of copper, iron, timber, ffuit, figh products etc. IT this
can be achieved, 1t will be posaible to end such economic ancmalies as
the fact that'the rich iron ores of our country, with their excentlional
metal content of 60 per cent, are exported abroad in the crude state,
and that to produce 1,7C0,000 tons per annum freight charges are incurred
for the carriage of 680,000 tons of stone and eerth. It has been necessary
to divert maritime tramsport, which has hed a serious effect on the net yield
so that while iron represented 36 per cent of our exports for the period
1937 to 1939, it only brovght im 2 per cent of thelr tobzl value. '

Industriel ectivity, which 1n a heaithy economy must imply an
effective use of natural resocurces, has been restricted hitherto

owing to limited development and lack of equipment, to light industry.

/Although Chile
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Althouglh Chile is satisfisd with her manufacturing efforts, whick
have brought concrete venefite by waking it possible to produce largsr
quantifiss of consumer goods at home, it is nome the less trve thet
Chilean industrial development is still in the initial or elementary
stage. We have a light menufacturing indvstry which depends for some
of' 1ts more lmportant items to the extent of about 40 per cent on
imported raw materials.

The Toregoing will suffice to show that it is a matter of urgency
for cur country tec be able to develop thuse lines of production which
will be economically Justified by their high output and fer-reaching

effects on the people’s standard of living.

I do net wish to prolong thls outline of the salisnt features
of owr econcmy. We know all the complexities of prcduction processes
and the urgent necessity for increesing supplies of consumer goods
to meet the needs of our fellow citizems. We kmow that if we are to
increase our national revenwe we must also have an active policy to ensure
gupplies of power end fuel; vhich presupposes plentiful cepitael and
mechanlcal eguipment. We will deal later with our efforis in this field.
We also understand, because we are obliged to do so by the pecullar
geographic conformation of the country, that the establishment and
development of means of transport is a task of the first importance
for our economic advance, since it would allow us to open up regionsg
now necessarlly unproductive, or productive cnly to a limited extent
cwing to the impossibility of delivering their goods to the consumer
-~ with the inevitable effect on their prices. Finally, we know thet e
careful monetary and fiscel policy will alsoc be required if the best use
is to be made of our national resources. There is no need to dwell upon
these equally essential features of our ecomcmic policy. I am sure, however,
that this more or less genersl analysis cf our econcmy, which coincides
in ite individual items with the preliminary studies carried out by the
Economic and Sccial Council of the United Naticns, will convince delegates
that our eccnomy, despite its present unbalenced state, has considerable
rotentialities, which by means of far-reaching action, carefully
organized with & view primarily to co-ordinaticn with the economles of
other Latin Americen countries in Joint action such as will result from
the work of this Conmission, might achieve a comsiderable improvement
which would be directly reflected in the stendards of living of our

peoples,

/FOREIGN TRADE
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The basic structure of Chilean economy and its close relation with

world rarket corditions will be made clear by an examination of the

elements of our forelign trade.

Tet us take the figures for 1947, in which year exports tetalled
4,275,200 tons, with & value of 279,615,400 United States dollars.

Thig total comprises the following items, in the percentages shown:

Minoral products

Products of forests and waters

Animal products

Agricultural products

Tood industries

Liquors and beverages
Textile industries

Cheumical indusgtries

Metallurgical irdustries

Machinery and tools

Trensport materlials

Various manufactured goods

Specie and precious metals

Total

79.58 per cent

.33 ¢

.92 .

.38 Y

54 9

76 -

ity -
1.60 b
X0 *
0.24 -
0.09 ¥
1.00 i

0.3 "

100.00 per cent

S

o O M

The volume of exports, which in the period immediaiely preceding the

recent var reached an annual average of ebout 4,000,000 tons, and which

dropped to 2,800,000 tons in 1945 as a consequence of the war, has been

gradually recovering, so that in 1946 the total was 3,533,000 tons; and

in 1947 4,279,000 tons were exported, as shown above,

Vith rogard to the markets for our exporits, it is interesting to

note the figures showing the percentzges absorbed by the consumer warkets

conpared wlth thiose of the pre-war period:

Central ard South America

North Arerica

Burope (ercluding the
United Kinpdomn)

United Kingdom and
sterling area
Asla

Total value of exports

1939
Value in dollars % -
9,hk22,812  6.59
ha,224 k35 30.26
52,346,191 k.77
17,012,415 12.08
7,632,346 _ 6.30
138,637,999 100.00%

19k
Value in dollars %
47,520,020 16.99
125,000,000 Lk .70
68,551,535 2k .88
37,000,000 13.24
5kl 845 0.19
279,616,400 100.00%

/As regards our imports
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As repards our iuports, the Drices of the essential supplies waich

murt be brought into the country from abroad are rising faster than the

vevenue derived from our exnoris.

The cost of purchasing foreirn

naterial to work the oilrields discovered in Magallares has to be met. Now

+.

that the preducer centres arve gradually returning to normal, intuetries

can rerew and replace their egulpment,

war effort.

wuich was seriouvsly affected by the

The total value of our nroduction shows a low average 2er head, due

lavgely to antiquated and insufficient squipwment.

ot

It is only by sacrifice

hat we ghall be able to prevent this value beling ccnsumed entirely on

non-profiteble purchascs and divert an anureciable proportion of 1t to

cepitalization in equirment and mwachinery, with a view to improving

predvetivity end ralsing the national incowe with a resultant rlse in

living etandards. We have accepted this sacrifice in Chilse. Since 1945,

the Governuwent hes issued a series of decrees restricting the Iimportation

of urescential luxury goods, and the last of those decrees, towards the

oend of 1947, prohibited such importe

1topether.

The use of purchasing power abroad hes also been rationalized, by a

law vhich Las mede 11U Dossgible to ralse or gervo tie loang required to

holp our economy through thls formative period. The

imports are as follows:

Year Tonnage Value in dollars
1939 1,231,647 84,480,735
1045 1,633,900 155,883,700

1945 1,827,800 196,629,500
1947 1,954,100 269,553,800

figures for Chllean

Average value ver ton (in dollars)

68.76
95.40

107.5
37.9

=

8
4

The eources of our imports in 1939 and 1¢47 were as follows:

1939 1947

Value in dollars % Value in dollars o
Central ard South Awerica  1k4,343,389 16.94%% 104,206,185 38.66%
North America 26,870,969 31.73% 120,854,008 4k . 85¢
Buroio (excluding the -

Uil ted Kingdom) 29,766,071 35.15% 227,546,391 10,224

Asia 5,812,924 5.86%
United Kingdcm 7,896,362 9.32% 16,907.216 5.27%
Total value of imports 84,689,735  100.00% 269,553,800 100.0¢;

/TImports for 1947
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Imports for 1947 were as follows:
Industrial mechinery and ‘
transvort equipment United States dollars 65.593,600 2L.71%

Foed industry : 34,583,600 12,83%
Rev materiels and fuel 148,205,500 54 .98%
Manufactured articles 19,595,400 T7.27%
Miscellareous imports 510,00 0.21%
Total 269,553,800 100.00%

Raw waterials and fuel, which in 1939 accounted for 33% of all
imports, rose in 1939 to 44% ard in 1947 to 54.98%, reflecting the efforts
our metal industries were making to counteract the drop in the supply of
finished articles from abroad. For the sawe reason, imports of wachinery
and equirment show an increase of %.71% over the 1939 figures.

These Tigures provide a faithful picture of our country's position
and give some indication of the problems common to all our nations,

Chile haes to ship two tons of exports for every.ion imported, and while
the prices obtained in 1947 for the goods exported represented an average
increase of 93.19 rer cent as compared with the 1939 prices, our payments
for imports in 1947 were 101 per cent higher than the 1939 figures, In
the Tiret wonths of 1948 the divergenc@ between the curves of export and
import prices has teen growing with a resultant increase 1ln the difficulty
of maintaining a uore or legs normal level of essential supplies.,

‘The figures for our trade with Central ard South Awerica are also
worthy of note. In 1947 Chile purchesed gcods amounting to 140,206,185
United Stetes dollars from thess courtries; 1.e. 38.66 per cent of our
total imﬁbrts.

As against thisg, Central and South Americe purchesed goods awmounting
to only 47,520,020 United States dollars from Chile; i.e., barely 16.99
per cent of our total exports. In view of the fact that we may soon be
able to offer sowe Chilean products in a more highly finished steate, and
of the logical intermational co-ordination of prcduciive effort which may
reasonably be hored for in this hemisphere, we are confident that this
situation will tend to adjust iteelf, to the advantage of all.

Our balence of payments, which inclires fundameistally to be unfavourable,
but which, owlng to import difficulties during the recent war, showed fairly
large favourable balences up to 1945, produced a deficit of 30,000,000
United States dollars in 1947, allowing for both visible and invisible

foreign trade,
/ THE PEOBIEM
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THE PRUBTEM OF THE FOREIGN EXCIIANGE SHORTAGE

The shortage of foreipn currency le certalnly the most urgent problem
with which wo have been faced in recent yeers, and it remains our most
gerious difficulsty.

The solution of this problem deoes not lie exclusively in our hands.

In go far ag 1t depends on & substential incresse in our exrorting capacity,
1% can be solved only by means of large new inveatmwents, only & swall part
of which can be wade with national capital. Another solution would be for
the Iatin Amorican countries to obteln higher trices for the rav materials
they export; prices which would stand in fairer relation to those of the
manufactured articles imported by them. But the principal help must come
from abroed in the form of Toreign carital, to be invested in undertakings
which can contribute dirvectly or irdirectly to improve our balance of
rayments posltion.

The shortage of foreign currency, however, is not our problem alone:
1t affects all the latin Americen countries to a grecter or lesser degree,
and is in fact a universal problemn,

" The larshall Plan has provided an admireble solution in the case of
Burcre; but as our Chairmwan pointed out in hils opening address, it would
be mistalten to suppose that this plan will te of equal help in solving
the problems of Latin America. With one or two exceptions, the Marshall
Plan will bring the countries in this part of the world only small sums,
which will provide no appreciable help in theiy difflculties.

It is perhaps not quite correct to speak of the problem of "foreign
currency” in gereral. For us, as for most countries outside our continent,
the problem lies in an acute shortage of one forelgn currency alons:
the dollar,

What 1s heppening 1s thet excent for the rations of the gisrling orea the
only international currency is now the dollar. Export and import trade
invoices are reckoned in dollars, and peyments in dollars are also required,
even when they could quite well be made in some other cvrrency.

In these entirely abnormal circumstances there is a mwarked tendency
for the conclusion of bilateral peyments agreements; itself a system which
camnot be considered ratural and is quite incompatible with the splirit of
the Bretton Voods Agreements.

/Under the bilateral



APE 29470

E/cw.12/u7
Page 9

Under the bilateral payments system the payments falling due in trade
between two countries largely cancel sach other out, purchases made by one
country being belanced against those made by the other. Only the balance
outgtanding is generally paild by agreement in dollars,

If this system became general, the dewand for dollars would clearly
tend to fall appreclably, being limited in practice only to outstanding
amounts in balances of paymencs. _

The head of the Peruvian Delegatlon has already suggested 1In his
speech "the establishment of a system of current clearing accounts in
national currencies in the varlous latin merican countries, in so far
as their mutuel trade is capable of being balsnced."

This is an Interesting proposal and one worthy of study.

The Chilean Delegation considers, however, that a clearing system of
this type, coniined exclusively to Americen cowntries, including the
United States, would prove ineffective in practice in view of the restricted
flow of trade between the Latin /imerican countries themselves. It might
certainly be of some smell assistance, but would exclude all other countries,
particularly the European natlons, whose Importance for our foreign trade
must increase in future years.

The Chilean Delegation is therefore of the opinion that it might not
perhaps be expedient to create a purely regional clearing system, and that
a general international clearing system would be more effective.

In this connection it is importent to recall that one of the purposes
of the Internaticnal Monetary Fund--in fact one of its most important
purposes--is, according to paragraph 4 of Article 1 of the Agreement, to
"asgist in the establishment of a multilateral system of payments in respect
of current transactlons between members end the elimination of foreilgn
exchange restrictions which hemper the growth of world trade.”

Since, therefore, this 1s one of the obJects of the Monetary Fund,
ard there 1s such an evident need to take some step to re-establish a more
normal and natural system of intermational trade, the Chilean Delegation
thinks that it would be more useful if the Economic Commission for latin
America or the Economlc and Social Council of the United Nations were
to suggest to the Monetary Fund the expediency of studying the practical
possibilities of initiating a clearing system of international payments
through the accounts in naticnal currency which all the member countries
hold In the Monetary Fund.

/This solution
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This sclution would naburally not eliminate the fact that except for
the United States almost all countries today have unfavourable balances of
payments; but it would make it possible to reduce the demand for dollars and
combat the shortage of this currency which is having such drastic effects

on world treds.

GOVERIMENT PLANS FOR THE DEVELOPMERT OF CHILEAN ECQNCMY

At the begiining of this survey, the fundamental charecteristics of

Chilean economy were described and its shortcomings and dengers emphasized,

The Chilean Government hes tried, either directly or through bodies
created speclally for the purpose, to remedy the situation, and has
carefully studied plans for the industrislization of our resources and the
co-ordinatlon of our eccnomic polentialities.

The public works which the CGovermment is executing through the various
branches of the Public Administration may be divided into two groups:
those comnected directly with our economy and those connected indirectly
with 1t.

The first group includes among other things irrigetion, the provision
of electrical power for agricultural and industrial purposes, and work
on communications, including roads, railways, airports, sea and river porte.

The second group comprises:

(a) Sanitary works directly connected with public health, such as
sewage systeus, drinking water, and land drailnzge;

(b) Schools bearing directly on production: agricultural, trade
and technical schools;

(c) Institutes for the care and improvement of health: hospitals,
gymnasia, and sports grounds; and

(d) Subsidiary works, some of them connected with the improvement of
transport, such as the paving of roads; other works promoting social welfare;
regional organization of services such as town plenning.

Deepite the nations efforts, the funds appropriated for this type of
works (the only funds cdpitalized from State revenue) have been inadequate,
which meane that there is at present a considerable gap between what has
been done and what needs to be done in accordance with the plens drawn up
In this field.

/A survey
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A survey of the work carried oub shows a cost of about 30 thousand
million pegos national currency. Despite this fact, the rate will have to
be speeded up i we wieh to make up our leeuﬁay with a view to restoring
within a reasonable period oi time, & propsr relatlion between the works
available {or use and the needs of rational life and econcny.

To this end it will be neccasery to make available a sum of 11
thousand million pesos, a figure calculated on the bagis of a regular
natlonal development such as has taken place over the past ten years,
plus 20%. Only thus shall we be able to speed up the work and make up for
the lag which I mentioned esarlier.

As I have alresdy saild, the Govermment, in addition to the action
which it 1s taking directly through technical bodies under the Public
Administration, 1s carrying out a vast plan for industrializaticn and the
rational use of our resources through the agency of institutions specially
created for that purpose. Amongst these, special mention must be made of
the work done and the results obtained by the Corporation for the
Development of Production, as of the work done by other credit and
development agencies such ag the Agrarian Credit Fund, the Mines Credit
F'und, the Industrial Credit TInstitute and the Housing Fund.

The principal results already attained under the projected plan and
through these development agencies are the following:

(a) The establishment of en iron and steel industry with a capital
of more then 60 million dollars end a productive capacity of 200,000 tons
of finished products ner annum. Construction of the plant is already
well advanced and partial preduction will begln next year, with full
production peing reached in 1950,

This undertaking is orgenized as a mixed company with private and
State capital, and credits obtained by the Corporation for Development

from the Export-Import Bank have been transferved to it.

JAfter the loans
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After the loans raised for the purchase of equipment have been repald
this will mean a saving for the country of 12 millicn dollars in small
imverts. The plant can easily double production should the market require
it.,

Discovery of Petroleum. - In view of the importance of fuel in

modern econcimies, the Government kas been particularly concerned with

oll prospecting. After five years of intemsive work, in whichrthe best
United States technical assistance available was used, petroleum deposits
have Leen discovered and it 1s hoped that production of crude petroleum
will etart next year. The construction of-a refinery and the purchase

of oll Tankers are under congideration. This year a plpe-line is to be
coustructed to convey the petroleum to the ports.

E}Qctggﬁéggzégg_pi_yéﬁ_EQBEE;XL - Tks importance of electricity
production, not only for raising the stundard of living, but also for
the develcpment of industry, needs no emphasis. Before this work was
sgtarted and credlits obtained from the Export-Import Eank of Washington
for the importation of equipment, the country could developn 500,000
kilawatts, 250,000 of which were used exclusively for the copper and
nitrate producing industries. Recently 250,000 kilcwatts more have been
made available, and two new power-statioms are being built, while the
conatructlon of others is planned; for the demsnd is so great that the
nev production has been inadequate.

The trincipel undertaking concerned in this plan of electrification
ig the National Elactyioity Company, in which the Corporation for
Developuent holds moé% of the capital. In addition, private undertakings
degirous of conetructing their own plant have been helped to obtain
foreign loans.

Mechanization of Agriculture. - One of the chief concerns of the

nation is agriculture. With a view to increasing production efforts have
been made to improve the technical methods used but the most important
development has been the mechanization of agriculturs.

The Corporation for Development is purchaging wachinery ebroad and
handing it over to fermers. More than half the agricultural machinery
the country ncw owna has been purchased in this way. The effect on
produccion 1 already noticeable. A1l the machinery offered has been
talen up immediately. The only limitation on this mrogramme has been the
relative inadequacy of foreign machinery preoduction in face of heavy

world-wlde demand,
[These, we may say,
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These, we may say, are the fundamental projects which have been
initiated. Other plans of great importance to our country have also been
carried ocut, if not on such a large scale as the foregoing. Amongest these
may be menticned: the doubling of cement production caraclity; the es-
tablishment of a large copper working plant; the Paipote Foundry, which
I have already mentioned; the manufacture of tires, etc. The Government
has also taken action to modernize cur railways and urban transport.

As regards new programmes yet to be undertaken,special studies have
been made of our forest resources and the votentiallties of the country's
fishing industry. We are hoping shortly, by means of foreign credits and
private capital, to be able to produce cellulose, and to reduce costs and
increase production in our tiwber industry, so aé not only to satisfy the
home market, but to be able to export. Similarly we hope to establish a
large fishing industry, not only for the home market but with a view to
large-scale exports. 4

0f great importance to Chilean economy is the agreement between the
Government and the Anaconda Copper Co., for the investment of 130 million
dollars in Chile to renovate part of the Company's plant and increase its
profuctive capacity. Mention should alsc be made of the great effort made
by the textile industry, which has increased its productive capacity

gseveral times over. in the last few years, using private capital alone.

FOREIGN LOANS AND CAPITAL

One of the purposes of the Commission for Latin America is "initiate
and participate in measures,,,,, for raising the level of economic activity
in Latin America."

This isa task of the highest importance, decisive not only for the
internal economic progress of the Latin american countries, but also for
their capaclty to co-cperate "in the cormon effort to achieve world-wide
recovery and econcmic stability."

it is a fact, however, that the majority of Latin American countries
are not in a position to develop their production to a degree consonant
with their economic potentialities and thelr encrmons natural rescurcesd,

wing to the fact that their internal capitalization is progfessing too
slovly. DNational capital rescurces are certainly sufficient to finance
srall and medium sized undertakings, but these are alvays of minor
importance and directed to the home market; to launch large scale schemes
or make full use of new sources of natural wealth, which would help to
increase the importance of‘these countries as contributors to world

production, the assistance of foreign capital is indispensable..
/Up to the end



B/0N.12/47
‘page. 14

Up to the end of the third decade of the preeent century, there was
a relatively abundant flow of foreign capltal into Latin American
countries; but it was unorganized,énd unceontrolled. FEven in cases where
there were definité development plans these did not guarantee the rational
uee of foreilgn capital for argénic expangion of national productive
capacity. :

In the first years of the war this flow of capital was sharply cut
off. Since then new investments of forsipn capital have remained very
small, and never adequate to provide a powerful and decisive spur to
Latin American production.

his fact has héd_serious repercussions in the monetary field; if
we analyze the iseuee medp by the Central Banks of 1hs Latin American
couniries dvring the past fifteen years,_in order to ascertain their
purpose, we shall certainly find that they have been used largely to
build up the naticnal financial cepital needed by the economies of the
countries concerned to avoiil a total cessation of their material
progress, ‘

It is clear that this means of building up national capital is
inflation pure and simple, and there can be no doubt that one of the
causes, if not the most important, of the chronic inflation which
afflicts all Latin American countries ie this form of activity on the
part of the Central Banks, which, in order to meet ever growing needs,
gomebimes of an urgent mature, have to use these methods, and rencunce
all congideration of the basic principles of sound monetary policy.

The Latin American countries cannot continue indefinitely on this
road, Inflation is not necegsarily cansed by chaotic financial
administration. Its causes lie deeper, in the very necessities of the
economic and social development of our countries, created by the
immensely increased speed of scientific and technical progress.

The Economic Commission for Latin America should therefore deal
with the problem of the investment of forelgn capital for the development
of the natural econcmic resources of our countries, as a gquestion of
fundamental importance.

The problem has varicus aspects, all closely interlinked and each
reguiring speclal attenticen.

Cfcourse, the lLatin American countries will heve to do e#erything
in thelir power to restore conditione favourable for the investmaht of
foreign capital, particularly private capital., The prospects

/OpE’D
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open to foreign capital in these countries are enormous, but to attract
nev investuments an atmosphere of confildence must be created, for without
- such an atmosphere the most atiractive economic and financial plan
cannot provide a sufficient incentive for investments -+

It shouvld be emphasgized that ouwr countries are contemplating
legislation in keeping with the principles set forth in Article 25 of
itlhe Economic Agreement of Bogota, which declares that States should not
expropriate undertakings or foreign capital "for reasons or under conditionc
different from those that the Constlitution or laws of each country
provide for the expropriation of national property" and that "any
expropriation shall be accompanied by peyment of a fair price in a prompt
adeguate and effective manner”. Such legislation will guarantee invested
capital the free transier of any profits mede, together with a proper
rate of amecrtisation.

It may be recalled that the Bogota Agreement, like the Trade Charter
signed at Havane, recommends that each State should "seek to liberalize
its tax laws so as progressively to reduce or eliminate double taxation
asg regards income from foreign sources, and to avoid unduly burdenscme
and discriminatory taxation". There can be no doubt that such measures
will comstitute an effective encouragement to the investwment of private
capital abrcad.

Up to the early nineteen-forties, forelgn capital entering Latin
American countries generally came from public lcans raised by govern-
ments in the great financial centres and from direct investments made
by big foreign undertakings through subsidiary companies in the countries
concerned., ‘

The first of these tyves of investment, or the ralsging of public
loans abrcad, has lost mmich of its former importance for us. For most
Latin American countries it ls to-day difficult, if not impossible, to
obtain foreign capital by this means. The Export-Import Bank of Washington
has becn able to glve a certain amount of help to some countries by loans
for the development of new types of production. Generally speaking,
however, loans from the Bank afe for a relatively suort term and not
very sultable for the establishment of large industrial undertakings,
which do not always yield profits adequate to ensure rapid amortisation.
It is therefore to be hoped that the proposed increase in the Bank's
capital will enable it to provide even more complete and effective

assistance, particularly by granting long-term loans. .
] /The Interpational
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The International Benk for Redonstruction and Development has hitherto.
devoted iteelf primarily to glving financial aid to certain countries
whoge economies have been gravely damaged by the war. That is logical and
no other action was to be expected. But the need for the Bank to use
ite resources chiefly for Turcpean rehabilitetion has been ccnsiderably
reduced now that the Mershall Plan has come into force. The Bank itself
has stated that for the time being no new lcans will be granted to
countries receiving assistance under the Plan. Hence there is a
poeslbility that in the future the Bank will be able to give more attention
to the fulfilment of its second fundamental task, which is "the encourage-
ment of the development of productive facilities end resources in less
developed countries", and, particularly, in the Latin American countries,
Something should also be said concerning methods of the transfer and
use of loans or forelgn capital.
As a general rule, bank loans made to our countries are transferred
entirsly in the form of real capital, that is to say they are used for
the purchase of machinery, equipment, etc., in the couniry granting the
loan. But the installatién and use of such egquipment frequently involves
additioral expenditure in national currency,which is not always available
in guifielent quartities. It would therefore be desirable, in certain
cagea, for part of the product of such loans to be transferred, 1ln the
form of forelgn currency, which could be taken vp by the Central Banks
and converted into national currency to meet expenditure in that currency
by the undertaking to be developed. Of course, guarentees would have to
be provided to evsure that the foreign currency derived from this part
of the loan, when sold on the merket by the Central Banks, should not be
ueged to pay for non~essential ilmports, but should be devoted to essential
purcheses. In any event, all this foreign currency would scon return to
its country‘of origin, and the economic effect for the latter would bte
the same as 1f the loan capital had been transferred directly and entirely

in the form of material goods..

CO-CRDINATTION

We have deccribed the characteristics of Chilean production, the way

in which we have exploited and developed our resources in the past; the
wealmessses of our economic structure; the efforts made to establish new
industries; the plans drawn up, and partly carried out, with a view to
freeing our economy from its exeeesive dependence on outside influvences and
internaticnal contingencles and fluctuations; our lack of capital to meet
our financial needs; our unfavourable balance of payments, and the need
/to attract
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to attract to our country any capital for which no profitable uee can be
found in other countries, so as to comtribuie to our development and earn
the legitimate vrofits to which it is entitled.

Tt ie now the Commission's task to analyze the information provided,
to go fully Into the problems raised and, in collaboration with the
comnittees which will be appointed dwwring this session, to study and to
find sclutions for problems which are in essgence comncn to all the Latin
American countries.

But the Commission could not carry out its task succesefully if it
confined itsell to considering the problems of each country in isolation
without paying dus attention to the closs comnection existing between the
econcny of each navlon aund the rest, end the need to consider them as a whole
and establish an effective and flexible system of co-crdination between then.

In a continent of such great and varied natural wealth as ours it is
not difficult to find differences which, while they reflect specific
characteristics, also suggest the most suitable direction to be given to
profuctive activity and the best way of obtalning the greatest possible
yield{ provide a basis for logilcal and cxe&tive co-ordinaticn and indicate
means far progressive and fruitful co-operation between governments and
peoples.

hmerica must oppose the principle of economic individualism, which
g0 easily tends to degenerate into autarchy, by that of economic co-opsration,
for which its very nature hasg fitted it, and wﬁich will make it posszible
not only to avoid unreasonable and harmful competition but to organize the
co=crdinatsd development of all the countriez in the hemisphere thereby
ensuwring that their producticn ia/ﬁggpered by activities of a more or less
artificial and anti-economic nature. Furthermore, this economic pclicy
would tend to sstablish an equilibrium in balances of ﬁuyments between
Latin American countiries..

This is not an easy tmek, and its accomplishment will require no small
effert, but we believe that the Commiscion muet carxy it through if it is to
fulfil the purpose for which it was created and attain the obJectives laid
dovn in the resolution of the Economic snd Social Council. We therefore
think that among the specific items of the Commissionts programme this must
be conaidsred as a fundemental aim; one, indeed, which should to some extent

condition the rest of its'activities.
/In considering
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In considering and studying effective means to achieve economic s
go=ordination, tvhe Coumission must bear in mind the need of our countries .
to obtain safe markets which would suppiement the national markets, as
1t vere and provide a sound and appropriate basis for the production of
the industries arising from the natural process of economic dsvelopment;
which has been stlimlated in all the nations of ocur continent by world
conditions. To this end, we shall bave to try to enforce the provisions
of the Iavana Charter relating to agroements on preferential treatment
to promote the econcmic development of lese develbdped countries, such
arreements being one of the most direct and effective means not only
of providing the economy of individual Latin American countries with
golid foundatlions, but also of ensuring the prosperity of the continent
as & whole, Thisg prosperity will be manifested by greater purchasing
power, a rise in standards of living and an increase in needs, which
will require for its satisfaction an expansion of trade and renswed
active exclienges with extra-American countries, thereby widening our field
of action and promoting an ever wider distribution, more eguitable and
more harmonlous, of all the goods and products necessary to the life and
progress of peoples.

In this wey our Cormission, though established on the face of it,
to deal only with the problems affécting the pations of this hemisphere,
can help, without leaving its own ground or atandeuving its apecific terms
of reference, to gilve effect to the purposes set forth in the International
Trade Charter, thereby ensuring a consitant grcwth of real income and
effective demand, developing production, consumption and the exchange of
geods, end contributing to the equilibrium and the expansion of world
trade.

When the occasion arises, the Chilean delegaticn will submit certain
concreto proposals relating to the subjects touched on in this survey.
Mearwhile, guided by ite desire to contribute to the success of the
Commisgion®s proceedings, the delegation wishes to propose that the work
be divided amongst a group of small commitiees which will undertake wita
the collaboration of the experts of the Economic and Soclal Council and
the Secretariat staff, the consideration and study of the leading
problems common to the Latin American countriles.

To this end, the Chilean delegation suggests that the following
ccrmlttees be established:

(a) Committee
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(a) Committee on Financial Affairs:; To study the problems arising
Trom the foreign exchange shortage, the bvalance of payments and
inflation;

(b) Committee om Food Production. To study the current food

sitvation, possible new areas for cultivation, fertilizers, irriga-
tion, mechanization, specialized labour and warket stabilization;
(c) Comnitte: on Induetrialization. This Committee would study the

indvsiries to be developed and would draw up a completely coe

ordinated internaticnal plan. It would also deal with problems of
lmmigration, spocialized labour, etc.;

(1) Cormittee on Supplies for Existing Industries. This Committee
e ] S

would study the effect the war had on industry by rendering
aifi'ionlt renewal of mechinery and cutting off supplies of raw
materials;

(e) Conmittee on Transport. (Railways, roads, shipping, equipment,

poris, etc. Co-ordination with industry and agriculture. FPlans
for financing.)
(f) Committee to Study the Co-ordinaticn of Eccnomic Activities in

Latin America.

Ve hope that the Economic Commmssion for Latin America will success-
.ﬁﬁily§§ﬁxry*eu%ﬂthe great task entrustsd $o it by the Kconomic and Soclal
Cdﬁﬁéi} of the United Nations, and that from its discussions and procesds
ings there will emerge positive results which will help to remove the
anrxietlies felt concerning the economic future of this continent. The
Chilean delegation, moved by the same spirit which inspired its Govern=-
ment to ask for the creation of this agency of international co-operation,
repeats 1ts firm resolve to devobte its full and enthusgiastlic collaboration
to that end.






