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EXPLANATORY NOTE

Resolution 250 (XI) of 14 May 1965, adopted by the Economic Commission
for Latin America (ECLA) at its cleventh session, requested the Latin
Amcrican Governments "to prepare national studies on the present status
of their respective industrialization processes for presentation at the
regional symposium®, With a view to facilitating the task of the offi-
cials responsible for the national studies, the ECLA sccretariat prepared
a guide, which was also intcnded tc ensure a certain amcunt of uniformity
in the presentation of the studies with due regard for the specific
conditions obtaining in each country.

| Studies of the industrial development of fourteen countries were
submitted to the Latin American Symposium on Industrial Development, held
in Santiago, Chile, from 14 to 25 March 1966, under the joint sponsorship
of ECLA and the Centre for Industrial Development, and the Symposium
requested ECLA to ask the Latin American Governments "to revise, complete
and bring up to datc the papcers presented to the Symposium',

The work of editing, revising and expanding the national monographs
was completed by the end of 1966 and furthermorc, two new studies were
prepared, Thc ECLA secrctariat attempted, as far as possible, to
standardize thc presentation of the reports, in order to permit comparison
of the experience of the different countries with regard to spccific
problems, particularly in the field of industrial policy.

The national studies on industrial development, to be presented to
the International Symposium relate, in alphabetical order, to the following
countries: Argentina, Bolivia, Brazil, Central Amecrica, Chile, Colombia,
Cuba, Ecuador, Guyana, Mexico, Panama, Paraguay, Peru, Trinidad and

Tobago, Uruguay and Venezuela,

/ INTRODUCT ION






- 1ii =

TABLE OF CONTENTS

INTRODUCTION 0 0 0O 000 NP G CE 09 00 0 0P PO 0COOL GO0 OOPCCEOEOECESROEDOIOOOPOOIOEPOEOINNSYS

I,

II.

ITI.

HBmIC"*L OU‘TLINE [ E N NN NN T NNNNNNNNNNENNNNENEFNENETNLEN XNNENNXNNNNN)

1.
2.
3.

The

impaCt Of the crisis I I ENENENNERENNENNENNNEENERENENENNENHX]

A conscious effort towards industrialization seccececcocss
Industr‘y faces a new situation ceescescecccecscccscccsceee

THE ECONOMIC IMPORTANCE OF THE MANUFACTURING INDUSTRY AND
I'I‘S G—SNERAL CI{ARACTERISTICS T EEEXEEEFXEXEXEF NN RN NN N RN NN N NN NN E N X ]

1.

2o
3.
ke

De

be
7e

IndUSt-I‘ial pI‘OdUCtion S 000ER 00 0000e000000 0000008 000O00C0O0COC0QO0
working pOpulatiOn 009 0800000000000080000000000000000000F80
Industrial capital 00 000000000000000000000000000000000000¢8
Foreign trade esecececccsscsscscssensccsssssscssssssecssasse
Manufactured goods on the domestic market eeeesecscccccecs
Main characteristics of factory industry sescessccescccsse
Principal characteristics of artisan industry csececcececse

IND[BTRIAL DEVELOPBENT Pmm 0O 0 500000000000 000000000R00ROROS

L.
2e

THE
Al

B

Ce
De

The

general strategy of industrial development cesesecvece

Industrial programming 0000000000000 000a80000000s0sscn00sS

CHIEF SECTRS OF MANUFACTURING INDUSTEY seecscccccecccocsce
FWD IND[JSTRIE 00 000 000000000 RCICSIS0O0CEROOIOOIOIBROIOSITSIOSIASIIDIEYS

1.
24

THE
1.
2e
3.
Le
THE
THS

1.
2.
3e
be

The fiSherieS industry 090000000000 COCOIIIEORORNGRAIOIOTObBOO
The sugar induStry 0000000000000 00000000060000000000009

BASIC F(REST PRODUC'IS INDLB‘IRY 9800000 8c00R0OOPIOGEOOISIONR

Background information seeeseescescsccescsccscescncane
Present situation and prospects of the industry by

process headings $900000000000000000003000000000000000
Raw material TreSOUrCEeS ¢esecerscessessssssconcsscsscssesnesos
General characteristics of the industry cececescce ceee

PUIP AND PAPER INDUSTRY €90 00 0803000000000 00000s00R0S
CHmICAL IND[BmY 9000 00020000000 0000 0O0RACOSIONOQROONOOSIOTRD

The chemical industry as a whole cereesescceccessescce
Sulphuric aCid 00 00 0000000000000 000000600000600 00000000
Projects for the manufacture of phosphorus fertilizers
The present position and future prospects of the

petrochemichal induStI'y 0000000 ccsscssesssssnsessssosee

/E. THE




- iv -

E. 'IHE PETROIJEIM INDI.B‘IRY @0 00 00O 0P 0000000000000 0000cRRoe0tRsY 85

'.-l. General remarks 0.00.0...l...0o...;ldl..o....ow.........l85
2. Refineries and plants ©e0ccs00e00s000000 000000000000 000 8§
'Bo' Production ooQ-oo'o'o-:oo-ooo-o'ooooooopoooooo-oooo.ooo'-oo 87

4, Bmployment and manpower productivity eeecceccescsccesce 89

Fo THE METAL-TRANSFORMING INDISTRIES seseeessesscecsscecnsans 90

1. Apparent consumption production and imports eeeecssses 90

2. The iron‘ and steel indust!'y 00 ce0essscsesnts s 0ssssoRe 92

3. Present charecteristics of the metal-transforming

. lndustrles oon;o--oooooo.oo.ooooo.oo-o-o.oo.oooooo.ooo 93
-".hi.-AnalySls Of COSt factors 0000000000008 0600000600008 00°000 0 9’-!-

G: TPEPIJEC'IRONICS INDI}S'mY .....‘....Q....................... lol'.‘

v. POLICY MEASURAS FOR INDUSTRIAL DEVELOPMENT P 0 1

1, Govermment industrial promotion activities sesscsccsecssee 107
‘2« Customs protection 00 00080000000000000000000000000000000080 108
_3. Industrial Credit pOIiCY 8 0000080000 0000000000 000000000 0 116
*Lo Taxation policy as a means of industrial investment

promotion and Orientation 0000000 00000000000000000000 0000 123
5 Legal régime for foreign capital and enterprises ssssesese 128
6. Regulations affecting small-scale indUStIY seeccscccccescee 133
70 Manpower;training programeSoo..o.oaooo..ooooo.oo.o.co..oo 114,0
8. PrOd.uCtiVity SEIVICES sessessecccsnsccsscscssssscscssscscsose ]J+7
9. Direct governmental promotion through public or mixed

e.nterprises 9000006000000 00000000000000003306000000300000080 151

VI. OUISIDE ASSISTENCE TO INDUSTRIAL DEVELOPMENT a.eseeessvessese 153

kl, Financial assistance 200000000000 00000000000000080000000 00" 153
2. Forelgn prlvate lnvestﬂlent ooo.oao.oo.ooo.oooo..o.io.o-.oo 1514-
3. Technlcal 6581sta.nce esesescesesescarebtossnssecsevssssooee 156

/JINDEX OF TABLES



Tabile

oV W o e

o RO~

10

12
13

15
16

17

18
19

20

22
23
2l

25
26
27

Chile:

" Chile:
' Chil'e':r"
' Chile:
" Chiles
"Chile:
" Chiles

 Chile:
~ Chile:

Chile:

Chile:
- Chilet -

Chile:

Chile:
" Chile:
_Chile:,
~ Chile:

Chile: |

Chile:

. Chile:
Chile:

Chile:

- Chile:

Chile:

.‘Chlle:
_ Chiles
Ghiles

INIEX OF TABIES

PrOduction Structﬁre 0o Fe0ssssscsssessssceersnteee

Value added of manufacturing’ industry in 1957 coee

Wbrklng populatlon by eCoNOmiC SECtOrs sesesessoss

Industrlpl populatlon according to populatlon

censuses ..oo!oo%ooo!oo...ooooo.o.ooo..ool.o...l..

'Geographlcal distribution of industrial employment

Working populatlon in manufacturlng 1ndustry

1n 1957 ..‘.........V.............................V.
Fixed capital of manufacturing industry in 1957 .

Imports Of‘manufacturéd prOducts ..;.Qo...........

_Manpfacturing exports ®scrscecsecescrsvevvscssrens

Major products in industrial exports seceesceccesse
Manufactured goods -on the domestic markel sceececs
Factory units by size and employment, 1963 saescss
Average employment in factory industry eeeceececcs
Productruity ratlos in factony 1ndustry secccccnse
Cost structure of factory 1ndustry sesssssecsansse

Number of plants and 1nstalled capac1ty 1n the
fisheries industry at IQULQUE eesseccsrcsscsccccses

Location of 1nstalled capacity in fish proces51ng
plants in the north 00...00000.00.0.0.00.00.0...'.

Flsherles productlon, 1959"‘196[4» .oooooocoooo-ooooo

Volume of fisheries production by types of
prOdUCt 1961‘196h .ooooooooocoooooo.o.--ooooo-ooon

Exports of marine products, 1961—1965 cecssccacsee
hpparent consumption of sugrr, 1960-1964 yeeeeeses
Sugar production and imports,,l960-l96h teccceseas

-Cost structure of IANSA, 19601965 vececcccocccens

Raw material consumption, installed capacity and
produotion of the basic forest products industry

in l965 ®0ccccocssercccsccesttertrtasresestesence

Consumption of pinus insignis logs in 1965 ccosees

Projected demand for s5awnwoOd seeececsscccceccsscee

Probable demand for sawnwood, by uUS€S sesscesccse

13

15
17
19

EEERIR

27
28

43

L5
46
X
L7
L9

23
54
55
56

/28 Chile




Table

28
29

30
31
32

33
34

35

36
37

38
39

40

L2
L3

L,
L5

46
L7

48

L9
50
51
52

Chile:
Chile:

Chile:
Chile:
Chile:

Chile:

Chiles:

Fibreboard production and its probable inversion

Plywood production, foreign trade and apparent
Conswnption G000 0P OO ARSI ROOGONGAGIOIIN ST SIS OOOOOS g

Probable future consumption of plywood esosscecssenas
Veneer production and its projectéd expansion ceees

Present apparent consumption of roundwood products,
sleepers, etc, and probable future demandescscscses

Main natural forest tree varieties eccececocccssssece

General characteristics of the basic forestry
products industry, 1961 coceesccevsscccsoscsscccsces

latin America: Per capita consumption of paper and

Chile:
Chile:

Chilg:
Chile:

Chile:
Chile:

Chile:
Chile:

Chile:
Chile:

Chile:
Chile:

Chile:

Chile:
Chiles
Chile:
Chile:

paperboard in certain countries ececececsce
Kraft pulp Output and foreign traéde sesecsccscccccee

The chemical industry relative to other economic
ac.bivj-ties, 1963 [XEREEEEEXEEERNEENEEN NN NRE N NN NN N R NN NN N J

Development of certain industrieS seasessccecccvces

Financing of the development programme for the
domestic chemical indusStry eseecseccveccesccorssscecss

Uses ‘of sulphuric aCid; 1965 eecocessccccesstssse,

Sulphuric acid production, installed capacity and

'per'capita éonsumption 000e0cssess0srscsrscctos 0D

Distribution of installed capacity in sulphuric

acid PlAants ceesesscscccesssscosscesscscccsccncsses

Petrochemical programme, estimated foreign exchange
savings ancl/or €arNnings eeececessesceccsssscsccsncen

Total production of crude petroleum and natural gas

Net output of refined products in January—

- September 1965 QE P00 000000080000 0000000000000000000

Personnel employed by EK\IAP PP 0PIV E0000CCOCIRNOICOIGIGIOIOTOS

Gross domestic product of the metal-transforming
industries, at markel prices ssesctecccsscecencsces

Physical output indices for certain products of the
metal~transforming indus;tries seo0reevescec s

Output of the iron and steel industry eeseesecceces
Imports of iron and steel products eececececceconcece
Exports of iron and steel products eecscccsescecces

Apparent consumption of iron and steel products ee.

59
60
62

63
6L

65

68
69

70
71

73
T4

75
76

8l
87

88
89

90

91
95
96
97
98

/53 Chile



Table
53

54

55
56
57
58

59
60
61
62

63
6l
65
66

67

Chile:

Chile:

Chile:
Chile:s
Chile:
Chile:

Chile:
Chile:
Various
Chile:
Chile:
Chile:
Chile:
Chile:

Chile:

Apparent consumption of iron and steel products
by Sec‘tOI‘S Of use I N NN NN RN NNENNNEN NN NN NNNNXRENXNR] ]

Gross production value of the metal-transforming

INdustries sececsecccccesccssecscoccscacecscccsnse
Projections of the metal~transforming sector ..cee
Imports of metal products secsceseccscccoccnccnses
Exports of metal products ceecenccescscecccscccsses

Basic data on the metal-transforming industries,
b}" types of industrics seseeescesccsscocccccccrces

Cost factors in production of metal products, 1961
Import duties on certain industrial products .....
Countries: Sources and uses of funds in industry
Loans by CCRFO to private industry eeececcececceess,

Comparative picture of taxes on profits derived
from commercial, industrial, mining and fishing

activitien eeeesccoscscoscossvecsoccsensssoncncces

Resume of work accamplished by the technical
assistance service as of October 31, 1965 cececee.

Industrial education results by specialized

actiVitiesoo..oooooooooootooo.ooooo‘ooo.ooooooo‘do

Principal manufacturing industries with government
participation 00000000000 008 0000000000000 00000R0RS

Distribution of foreign investment according to
industrial heading in 195&—19614 evessssacesnoosOOD

/EXPLANATORY NOTE

Page
99

99
100
101
102

103
103

15

117
122
132
145
146
152

155






INTRODUCTION

The General Assembly of the United Nations in its ZVIII session
authorized by Resolution No, 1940 the holding of an International
Symposium on Industrial Development, to be preceded by Regional Symposia,

it the request of the Chilean Ministry of Foreign Affairs
(Communication 18026 of December 15, 1965), the Development Corporation
(CORFO) undertook to draw up ¢the present report with the view of giving
the nost conplete picture possible within the limited time available of
the present situation and future develomment of chilean industry.

To this end, the following organizations were commissioned to prepare
individual chapters or articles germane to their work: the Technical
Assistance Service, the Central Bank of Chile, the Ministry of Finance,
the Planning Office (ODEPLAN), the National Sugar Industry S.A. (IANSA),
the Chilean Steel Institute, and the Executive Secretariat for the Latin-
Anevican Free Trade Area (ALAIC)e Their work was co—ordinated by CORFO,
whose industrial department also prepared a large part of the document,

Owing to the above mentioned time limitations and the preparation
procedures used, the present report could not be an exhaustive treatment
of the subject and some of its chapters had to be particularly cursory.
Howeve}, it contains all the background information needed for an overall

view of chilean industry and its situation,
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Chapter I
HISTORICAL OUTLINE ¥/

1l. The impact of the crisis

The great international crisis of 1930 brought out the fragility
of the Chilean economic structure, which overnight found itself in an
extremely critical situation. The capacity to import fell sharply - from
100 in 1929 to 40 in 1931 ¥~ and the major part of export activity
was brought to a standstill, creating considereble unemployment, with
resultingvsocial problems, Moreover, Chile could no longer resort to
~ the international capital market, as it had previously'done with some
regularity, since the Swiss, Switzerland and Londen merkets had disappeared,

..The crisis struck Chlle with perhaps greater force than any other
countny. The 1mpact was v1olent and the contrﬂctlon of economic act1v1ty
so great that the direction of development wWas dlametrlcally changed. _
The country had no alternatlve but to dlrect its development "1nwardly"
by creating and stimulating forces strong enough partially to amellorate
the situation caused by the collapse of the export trade.

The two internal eectors that could take over the dynamic part until
then .played by the expanding external sector were agriculture and 1ndustny.
The first, owing to factors which need not be analyzed here,él proved
itself incapable of 1ncre351ng 1ts slow rhythm of development; the
second, however, responded p031t1vely. Thus, the two sectors begzn to
develop at an unequal pace, which was to create a dangerous structural
imbalance and strong inflatiomary pressures.

The scarcity on the domestic market of manufactured articles formerly

imported became a powerful stimulus to industry,

See, La Geografia Econémica de Chile, 1965 (CORFO).

The Economic Commission for Latin America, Economic Survey of
Latin America, 1949,

Factors of an institutional type, in perticuler relating to land
tenure and rural social conditions,

NN

&
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After 1932 strict currency control and the displacement of a large
contingent of workers at least partly trained from the shut-down mines
into industry, mény of whom set up their own enterprises, was another
such stimulus, |

Currency control gavé priority to>suppiying industries with the
double purpose of increasing supplies of goods and services, sharply reduced
rbj the crisis, and lessening the unemployment in export activities,

.Under‘theﬁe new conditions, efforts were concentrated on maximum
use of production capacity in already éxiéting manufacturing industry,
improvement of production techniques and the creation of numerous small
workshops, equipped,mostly with domestic tools and machinery.

In addition, certain large foreign and domestic commercial enterprises
who found their supplies of foreign products cut off Pnd'their business
declining, tried to counteract this by selling and dlstrlbutlng domestic
products, and in some cases, associating themselves w1th domestic
industrialists, or financing or creating their own 1ndustr1es._ Other
foreign enterprises, prevented by the currency regulations from sendlng
their profits abroad, chose to invest them in Chilean manuiacturing
activities. o _ ‘; 4. |

On account of the adverse circumstances, pdrticularly:the shortage
of capital and technical know-how, the industrializdtioﬁ of 1930-1940
was carried out at the cost of great sacrifices and was.irregular and
slows ~

. The first efforts were concentrated on substitution of consumer
goods. Four industrial sectorss Hwnpring'apparel and fodtwear, food,
furniture and fixtures, and metal products, absorbed between 71 and 75 pep
cent of manufacturlng employment, a clear 1nd1cat10n of the predominance

of ~rtisan activity in the sector,

4/ Oscar Alvarez, Historia del Desarrollo Industrial de Chile, Santlagp,
192%; estimates that in 1932 industry operated at only 50 per cent of
its installed capacity. .

j/ The firm of Grace set up various industries in cloth, sugar, paint,
electrical equipment, etc, SOGECO and COPEC, among the domestic firms,
also began several industries, as did Duncan Fox, Williamson Balfour,
and others,

é/ The averrge growth rate of industrial manpower between 1930 and 1940
was 2,7 per cent annuwlly cumulative,

/At this



At this stage, development was based on private initiative working
within an institutional framework crented by the govermment to stimulate
industrial activity through general policy measures: currency control,
assistance in setting up industrial units, etc,

Thus, it will be seen that because of the world crisis obstacles
which until then had hindered industrinlization disappeared; and foreign
trade having diminished soci’l energies were re-directed towards industry,
For the first time in Chilean history the mercantile sector contributed
fully to industrialization.l/

2. A conscious effort towards industrialization

Industrialization, besides effecting changes in Chilean society,
created in turn comditions favourable to a process of conscious and
organized action. This was furthered by the emergence on an international
level of the new conception of economic planning as a means of halting the
cyclical crises and upheavals which had so often troubled mankind., What
might be called an "industrial conscience" is growing up in Chile,

In contrast to previous periods, since 1938 governments have made
planned efforts toward industrialization.8 They have not been content
merely to provide the protectionist measures required, but have given
the state an nactive role as the creator and financer of several basie

industries.,

2/ See, Economic Survey of latin America, 1949, ECLA, which states on
Pe 271 that "it is evident that such a policy is not the outcome of
choice, nor does it imply any intention to dispense with the possibility
of greater outward development., On the contrary, it is the very
inadequacy of such possibilities that has compelled Chile to modify
the structure of its economy, in order to pursue its economic growth,"

8/ One of the principal platforms of the presidential candidate in 1938,
Pedro aguirre Cerda, was the need for industrialization in order to
raise the Chilean standard of living. This thought was included in
the law which created CORFO in 1939, CORFO being there commissioned
to draw up a plan to increase production in order to raise the
standard of living,

/A proof



A proof of this new attitude on the part of the government was the
creation of the Development Corporation (CCRFO) o in 1939, the first
organization of its kind in Latin America, which since served as a model
for similar organizations in other countries. CORFO truly marks an epoch
in the history of Chile, since it has contributed decisively to, ecomomnic
development in general ‘- and that of industry in particular.

CORFO!'s creation of basic industries such as the Steel and Electric
Power Industries was a decisive impulse to the establishment of new
enterprises, Deliberate government intervention in industrialization added
from 1939 on a new and powerful incentive: - the need to supply various
manufactured articles whose import the Secomd World War had cut off, This
factor stimulated the substitution process, which, beginning with consumer
goods, spread to intermediate products, and, in certain cases, capital
goods, : ‘
The indtstrialization:process found a new vigour at that time, and.
the bases of Chile'!s present industry were consolidated. The growth rate
of manufacturing production reached the high: average of 11 per cent
annuadly in 1941-L6.

3. Industry;faces a new situation

Once the t wo great 1mpulses to 1ndustr1a11zat10n (the 1930 crisis
and the Second World War) had exhausted themselves and import substitution
had been completed in most heedlngs a new period vAs entered. The annual
growth rate fell from the 11 per cent of 194146 to an Average of 1. 8 per
cent in 1946=51, . . , , S

This was partly due, to the efforﬁ of the most important concerns
to consolidate their positon in the market and paftly to the improvement
in the terms of trade effect,lg/ which increased the amount of foreign
exchange available for purchssing manufactured imports, Foreign exchange
that hed accumulated during the war was earmarked for renewing equipment
and nachinery and for the import of certain articles being nanufactured in
Chile.

9/ Lew No, 6334, passed April 29, 193%
10/ Ingreso Interno, Cuentas Nacionales, CORFO,

/Meanwhile, the



Mernvhile, the rpperrance on the market of two great-basic plants
~ the steel industry of Huachipato in 1950 and the Concon refinery in
1954 - and the further electrification of the country by ENDESA (National
Electrification Company) created conditions favourable to new industrial
expansion, The creation of Huachipato was important in this respect,
as it stimulated the foundation of numerous metallurgic industries, mostly
in the region of Concepcidn and in the central region,

These stimuli were reflected in the rise in the annual growth rate
to 4,7 per cent during l9h9—56.l;/

Moreover, in order to continue the process of growth, Chilean
industrinlists began to look townrds foreign markets in the hope of being
able to set up large-scale, heavily-capitalized units,

In 1955 further changes began to be made in the economic régime.
The initirtive, it must be emphasized, ~grin came from abroad., Much
direct government control and interference was replaced by indirect
measures, At the same time, greater liberty was given to economic
activities, competition was encouraged, and a definite anti-inflationary
policy of the standard type, which emphasized demand, was initiated.lg/

The gross domestic product at market prices in 1962 and 1963 was
orly 18 per cent above 1957. The. growth rate from 1957 to 1963 was only
2.8 per cent annually,

These changes in general economic policy have shown that
manufacturing is going through what might be called a "growth crisis",
Its future expansion depends on an increase in internal demand and on the
export prospects of Chile~n products in international markets, particularly
those of Latin America.

11/ Ingreso Interno, Cuentas Nacionales, CORFO.

;g/ This pelicy was recommended by the International onetary Fund and
applied by a foreign Technical Mission which emphasieed wage and
salary freezes and credit restriction,
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Chapter II

"THE ECONOKIC IMPORTANCE OF THE LANUFACTURING INDUSTRI AND
: 3 TTS GENERAL CH.LR.CTERISTIGS ,

1. Industrial production

Since the great crisis of 1930, manufacturing industry has played
a dynamic part in economic development, l/hile the total economy!s growth
rate between 1940 and 1963 averaged 3.6 per cent annually, that of ’
manufacturing industry was 3.9 per cent,

Manufacturing 15 ;c,he country's prime economlc activity, a=z far as
the gross domestic product is concerned., As will be seen in Table l, it
elready represented 20 per cent of the gross domestic product between
1940 and 1944, and between 1955 and 1963 it was 24 per cent, It is
interesting to note that only three other I&a"cin American countries have
exceeded this proportion: Argentina, Brazil and liexico.

However, if the development of 1ndustry is compared w:Lth that of
the economy-as a whole, it will be seen that.in only two five-~year permds »
1940~45 and:1950-55, was there a.favourable growth ratio - 2,98 in the
first and 1, 45 in the second. In the period 1945-50 the ratio was 0.88,
in 1955-60 it was 0 06 and in 1960-63, O 37.‘ The average ratio between .
| 1914.0 and 1063 was 1. 13.‘ In other words: for every l per cent of growt.h o
by the economy as a whole industry grew by l.13 per cent.. N

The f avourable ratio of 1940-45, when industrial growth nearly
tripled that of the total economy, was due, as stated in the previous
chapter, to the strong impulse given by import substitution during the
Second World War and the strong support given industry by the govermments
of President Pedro Aguirre Cerda and President Juan Antonio Rios,

mainly through CORFO,

——— - —— - p—

_2/ ECLA - .lgunns caracterdsticas del desarrocllo industrial en el
periodo 195060 (E/CN.12/602),

/Table 1



Tabla 1

CHILE: PRODUCTION STRUCTUAE

(In pereentages of the gross domestis produst at constant market pricas)

Eoonomlc sestors 194044 194549 1950-54 1955-59 1960-63
1. Primery activities 22,7 20.4 18,6 © 16,6 14,8
e) Agriculture 4.7 14,1 13.1 12.2 9.8
b) Fishing 0.3 0.2 0.2 0.3 0.3
e) Mining 7.7 6.1 5.3 4.2 4.6
2. Secondary sotivities 23.3 25.7 25,1 27,4 27.9
a) Industries 20,0 22,0 21,8 23.9 23.6
b) Conmstruction 2.4 249 2.3 2.4 3.1
o) Elestricity, gas and water 0.9 0.8 1.0 1.1 1.2
3» Tertiary activities 86,2 57.4 5646 587 57.0
&) Commerse 18.2 18-9 18.8 19.“ 18-9
b) Transport and communisations 6.8 7.0 6,0 6.8 6.1
o) Pinsncial services 4.0 345 3.7 3.4 3.6
d) Government services 6.0 647 8.4 8.8 9.1
#) Personal services 10.5 11,3 10.3 9.1 Jolt
f) Ownership of dwellings 1047 10.0 Folt 8.1 9.9
Y. Terms of trade edjustment 2.0 3.5 0.3 0.3 0.3
Groes domestis product 100,0 100,0 100.,0 100.0 100,0

Sourge: Cuentas Nacionales, 1964, CORFO,
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If Chile's industrial growth/economic growth ratio of 1.13 is
compared to that of other developing countries, it is apparent that
Chilean industry has not taken full advantage of the expansion possibilities
offered Ly the total economy. The ratio for a group of under-developed
countries was 1.89,;&/ much higher than Chile's, ,

In Table lrchanges in the production structure are ppparent. While
‘prlmary.act1V1t1es have lessened their participation through the years

. .from 22, 7 to lh.8 per cent, secondary activities have increased from

233 per cent to 27 9 per cent, while tertiary act1v1t1es have not varied
‘substantially. .

The long—~term decline of agriculture and mining is striking, and has
not been compensated for by industrial activity. This has beena marked
" trend in the nationAl economy for the prst 30 years.. It reflects the.
. exhaustion of two basic sectors: agriculture and foreign trade (mining),
a situation which has deteriorated dangerously in thé iést~decade.

Other characteristics of Chilean industry, that show the kind of
éxpansion it has undergone are: the large contribution to the product
~ of the ™raditional" industries, which mostly produce goods for current -
~ consumption; the incipient development of the metal-transforming 1ndustr1es
: which produce capital goods, and the large contribution of artisan and .
" home industries,

These characteristics can be a ppreciated from table‘2, which
shows the composition of the value added of manufacturing industry. by
- major groups.
It must be remembered thrt in the most industrialized countriés of
- Latin America, such as Argentina and Brazil, the contribution of
"traditional® industries is less than 4O per cent (in the United States,
2bout 30 per cent), In Chile, according to table 2, this proportion is

;é/ Progranming Techniques for Economic Development, with Special
Reference to Asia and the Far East, United Nations 1960, 60.II F,3.
The rmtio was for ten ECAFE, 8 Latin American, 5 Southem European,
2 Middle Eastern and 2 African countries in the period 1950-1959,

/Table 2
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Table 2

CHILE: VALUE ADDED OF MANUFACTURING INDUSTRY IN 1957

Faotory Artisan
sndustry industry Manufaeturing totel
Major groups In millions of escudos, at Per-
1957 priges centages
A. Treditional industries 158 1o4 262 6045
20, Foods 59 8 67 15.5
21. Beverages 9 2 11 2.5
22. Tobacco 3 - 3 07
23, Textiles 42 1 43 949
24, Wearing apparel and footwear 25 63 88 20,3
25, Wood and oork 12 10 22 Sel
26. Pumiture and fixturss y 193 23 5.3
29, leather and hides y 1 5 1.2
B, Intermediate industries 86 2 88 2043
27« Pulp and paper 7 1 8 1.8
30. Rubber l+ \' l+ 009
31, Chemiocal products 23 ! 23 5.3
32. Petroleum derivatives 9 1 9 2.1
33. Non-metallic minerals 17 18 4,2
34, Basis metals 26 26 6.0
€. Metal-transforming industries 28 15 43 909
35« Metal products ~]
364 Machinery !
28 1 it
37. Eleotrioal equipment { 5 3 33
38. Transport material J
D, Others 15 25 4o 923
28. Printing, publishing and allied 12 5 17 4,0
39. Miscellaneous 3 20 23 53
Manufecturing industry 287 146 433 10040
Porsentages 66.3 33.7 100.0 -

Source: CORFO.

/as high
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as high as 60,5 per cent.lé/ In contrast, the metal-transforming industries
contributed only 10 per cent of the industrial product, In Argentina and
Brazil this proportion is more than 20 per cent. On the other hand,
‘artisan and home 1ndustry generated more than a thlrd of the Chilean

industrial product-ﬂ/

_ 2; Working population

" According to the last population census (1960), manufacturing
industfy employed 418,700 people in that_year, or 18.1 per cent of the
country!s total working pppulation; . Only agriculture exceeded this
number with 665,500 or 28,6 per cent.

- Table 3 shows that the population occupied in manufacturing industry
: incre'sed by 115,800 during. l9h0-1960, with an annwl growth of 5,7%0 persons,
Powev r, the average annual growth was nuch higher during 19AO~195~,
(9,333 persons) than in 1952-1960 (473 persons),

" These st tlstlcs show the 1nwb111ty of manufncturing 1ndustry,
especially since 1952, to absorb any considerable part of the manpower
which appea:s each year on the labogr market.lZ/ This factor, united to
the relativedecline in priméry indﬁstrial activities, has resulted in a

nonstrous growth of tertiary ~ctivites, where there is, in qddltlon,

under~employment or disguised employment-*d/
The increasing inadequasy of manufacturing industry to provide

large~-scale employment may be seen in-greater clarity in table 4, -

In 1957 three groups - food, textiles and wearing apparel - contributed
L5.7 per cent of the industrial product.

Three groups ~ wearing apparel and footwear, furniture and fixtures, and
miscellaneous contributed 69.9 per cent of the artisan product,

It is estinated that at present 120,000 persons annually reach the
age of 15 yearss.

The number of persons who must exist on a basis of sporadic or
part~time work is large but not exactly known,

B R E &
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Table 3

CHILE: WORKING POPULATION BY ECONOMIC SECTORS

(In thousands of persong)

1950 1952 1960
Per- Par- Pare
Economjo astivities Nuzber cent~  Number oent—  Nugber conte
age age sge
1. Primary activities 749+6 43,1 761.0 36.1 786,8 33.8
a) Agriculture 645,5 371 649.7 10.8 665.5 28.6
b) Fishing 5.0 0.3 8.5 0.4 17.9 0.8
6) Mining 9943 5.7 102,8 4.9 103.4 Y4
2. Secondary activities 373.7 21.5 539.5 25.6 614s7 26,5
a) Industries 302.9 17,4 L1y, 9 19.7 418.7 18.1
b) Construotion 60.2 3.5 10349 4.9 172,0 7ol
o) Eleotrioity, ges and water 10.6 0.6 20.7 1,0 24,0 1.0
3. Tertiary activities 617.0 35.4 802.2 38.3 2340 397
a) Trade 162.2 9,3 198.1 9.4 202,0 8.7
b) Transport and communications 77.4 L.y 9643 4.6 127.0 5.5
¢) Finsncial services 4,2 0.8 27.8 1.3 32,0 1.4
d) Government services 94.9 545 102.0 4.8 11%.0 5.1
e) Personal services 268.3 15,4 38440 18.2 Li3,0 19.0
£) Ownership of dwellings - - - - - -
Total working population 1 740.3 100,0 2 108.%7 100,0 2 324,5 10040
Total populstion of the country 023, - 6 277.0 - 7 627.9 -

Source: Population Census. The industrial population for 1960 is according to an estimate of CORFO,
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Table 4 -

CHILE: INDUSTRIAL POPULATION ACCORDING TO POPULATION CENSUSES

e . W 4 Ad e W e G W

1930 1940 1952 11960
Per 1 000 of the total ' o
population- - 48 .. .53, . 66. 55 a/
, Per 1 0Q0 of the working v . .
populetion 157 154 197 181

Source: Population censuses of the National Statistical Services

2/ CORFO estimate,

Another characteristic of industrial employment has been, its

- sharp trend toward geographical concentration, The increrse in the
population involved in manufacturing has not been uniform throughout the
- country; ‘and to some extent has consisted only in a further build=<up-in.
particular areas (the central region, and Concepcidn), as can be seen in
table 5. While more than 85 per cent of the working population is to be
found in the centre of the country and in the provinces around the
Bfo~Bfc basin, there has been a notable decrease in manufacturlng
employment in the Norte Chico, in the lake region, and in the far south."
Moreover, the highest proportlons of industrial employment in total o
employuent occur in the central region, Concepcién, and the Frontera,

An analysis of the occupational structure shows that artisan and
home industry is of geat importnnce, as it employs 49.8 per cent of the
total manpower, This confirms the elementary nature of Chile!s industrial
development. The traditional industries absorb 63.5 per cent of

manufacturing employment;lg/ (see table 6),

19/ Three groups: food, textiles, wearing apparel and footwear for
48,4 per cent.
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Table §

{In_percentages)

Total manufacturing

Total population

Geographical regions industry
1940 1952 1960 1940 1952 1960
I. Norte Grends 347 2.8 2.7 10.8 10.3 12.6
II. Norte Chioco 349 2.9 2.5 9.6 10,5 8.2
IIl. Central Region 68.5 70,6 71.8 17.7 22.4 20,2

IV, Concepsidn and

La Frontera 4.9 15.0 14,3 12.2 16.3 13.7
V. Lake region 6.9 6.9 5.8 13.4 16.5 12.9
VI, Canal region 241 1.8 1.9 9.7 10.9 10,6
Entire oountry 100,90 10040 100,0 7.4 19.7 18.1

Source: Population Censuses, National Statistical Service,
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Table 6

CHILE: WORKING POPULATION IN MANUFiCTURING INDUSTRY IN 1957

- - Factory" " Artisen Manufaeturing total
industry industry

Major groups

‘ Thousands’ Per-
In »th}ousax‘xds of })_ers?g of persons sent
A Treditional industries =~ ' 127 ' 137 ‘ 264 63.5
20, Foods e 37 12 49 11.8
21, Beverages oo X ) 5 g 7 1.7
22, Tobacco . L . 1 : - 1 . 042
23+ Textiles =~ = ¢ ‘ 38 1 39 9okt
24, Wearing apparel and footweer ‘ . 27 86 ‘113 ' 27.2
25, Wood and cork o 11 9 20 ... L8
26, Furniture and fixtures ' ) 5 25 30 742
29, Leather and hides - - : o T3 2 5 ) 1.2
Bs Intermediate industries . b' h_'2_ o 4 ) 6 11.0
27. Pulp and paper ' - - 3 1 ’ 1.0
30, Rubber o 2 - 2 . 045
31. Chemicals produsts’ o 12 1 13 3.1
32, Petroleum derivatives: : N 1 - 1 0,2
33. Non-metallisc minerals 12 1 13 © 3.1
34, Basic metals 12 1 13 3.1
Ce Metal-transforming industries P I 11 59 a2
35« Metal products ‘
36. Machinery :
28 1 4,2
37« Electrical equipment oo 3 59
38+ Transport material )
D. Others 12 35 - 47 - . 113
28. Printing, publishing and allied 8 4 - P12 . 2.9
39, Misscellaneous ' y 3l 35 8.4
Manufacturing industry 209 207 0 W6 ;, 1000
Peroentages » . 0.2. ] 49,8 : 100.0

Source: CORFO and Statistios and Census Bureau. The figures for‘fa.otory workers are those of the
Manufesturing Census. of CORFO's Industrial:Survey. Those for artisan industry are from
" a CORFO estimate for the same year.

/3+ Industrial
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3. Industrial capital

Another significant indicator of the development level of
manufacturing industry is the amount of capital invested. However, it
is very difficult to calculate the exact amount in Chile, because of the
distorting effects of inflation and inadequate statistics,

For these reasons, the following figures, taken from the industrial
survey made by CORFO in 1958 20/ must be viewed with reservation.
' According to this survey, in 1957 manufacturing industry's fixed
capital, including machinery, equipment, buildings and installations,
was 518,7 million escudos, of which 86 per cent belonged to factory
industry and 14 per cent to artisan industry.

Four groups - two tradition2l and two intermediate Zl/ possessed
54,5 per cent of the total industrial capital, The food, textile, and
brsic metal industries each had more than 15 per cent of the total
capital (see table 7).

The averrge capitesl density per employee was 2.8 escudos in factory

industry and 0,7 escudos or one-fourth in artisan industry.

4, Foreign trade

Chile's foreign trade in manufactured products continues at a high
level, having reached more than 500 million dollars in 1963. This trade
is chiefly limited to two areas: Western Europe and the United States,
Trade vith Latin America is on a small-scale, and only Japan is
important among other countries., Trade with socialist countries continues
at a low level, It must be noted that there is a strong imbalance in the
trade in industrial products, to the detriment of Chile, While imports
exceed 400 million dollars, the country's exports of manufactured products
are only a little more than 30 million dollars annurlly, representing only
5 per cent of the country!s total exports.

20/ 1Its figures are for 1957.
21/ Food »nd textiles, non-metallic minerals and basic metals,
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Table 7

CHILE: FIXED CAPITAL OF MANUFACTURING INDUSTRY IN 1957

(In millions of escudos of 1957)

Major groups Factory - - Artisan Manufasturing
. industry industry total
A, Treditional industry - .~ = : 204,7 - . 3.6 - . 23643
20, PFood .- ‘ T 7240 o S TR N (I
21, Beverages 8.0 PEERRRN < 1% S 8a2
22. Tobacso " 1.7 - ‘ 1.7
23, Taxtiles o ' 827 - . 0.5 - . 832
24, Wearing apparel and footwear 1842 o .. 23.8 . . k.0
25, Wood and sork © 1.8 1.9 13.7
26, Furniture and Tixtures S Coko . . 0.6 ; X
29, Leather and hides , . . 6.3 0,2 . 645
B, Intermediate industries = ; 179.1 . A 180.8
27+ Pulp and paper ; 5.7 - - .57
30. Rubber ' ‘ 53 - . ' 53
3le Chemiocal products . © 350 L - © 354
324 Petroleum derivatives . 11.0 . 0.1 11,1
33. Non-metallie minerals 45,5 ' 0.l ' 5.6
34, Bagic metals L 76.2 : 1.5 7.7
Ce Meta.l-tra.nsfomi‘ng industries 45,2 - : L0233 68.5
35« Metal products ~] 3
6. Mach
30, Machinery. S 45,2 - 23.3 -~ 8.5
37. Electriocal equipment r
38. Transport material J
Do Others 1!i.2 12.” - ‘ R 23.1 !
28, Printing, publishing and ‘allied 9.1 063 R
39, Miseellaneous 6.6 17.1 23.7
Manufacturing industry Ly, 7 74,0 : 51847
Percentages 85.7

Sourcs: CORFO, Encuesta Industrial 1957.
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(e) Imports

Altlough earlier chapters have shown that the Chilean
industrialization process has been directed chiefly toward import
substitution, the value of manufactured products acquired abroad
continues to rise (see table 8),

This is due to a pronounced qualitative change in the composition
of these imports, lhile the importation of goods for final consumption
has dropped sharply, that of intermediate and capital goods has grown
substantially. This structural change in imports marks an important .
atep in the industrialization process., '

Accordingly, the strong increase in imports of capital goods,
chemical products and transport equi?ment must be noted, These groups
offer prospects of substitution, particularly if the efforts towards the
economic integration of Latin American are carried forward.

It is difficult to evaluate Chile'!s substitution effort in the.
industrial field, CORFO has prepared an estimate on very broad lines,
which gives an idea of the scope of this effort,

This estimategg/ concludes that if the development level of
1925=29, with its intermal production structure and types of imports, had
continued, it would have been necessary to import about 800 million
dollars more, during recent years, than was the case,

Although these figures are simplified, they are large enough to show
clearly the extent to which industrialization has provided a more solid
basis for the Chilean economy, although more could have been accomplished

had the total resources of the country been more effectively used,

22/ CORFO ~ Plan Decenal, The bases of the estimate are as follows:
the total of available goods and services during 1925-29 was about
95 million escudos annually (at 1950 valuation), and imports were
30 million, or 30 per cent., The total of goods and services in
1945-56 has been estimated at about 160 million escudos a year
(at 1950 valuation), If the earlier import proportion had continued,
it would have been necessary to import 120 million dollars worth
annually, instead of the real figure of only 43 million dollars
worth,
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Table 8

CHILE: IMPORTS OF MANUFACTURED PRODUCTS

(In thousands of déllars)-

1955 -

Products 1950 1960 1963
Food products 23,4 L5.3 - 30.0 49.3
Beverages aﬁd liquoré i 0.3 0.8 . 1.3 O
Mamufactured tobacco 0.1 0.1 O.i -

Textile products W5 10.9 22,2 17.1
Chemical pfoducts 34.9 65.'4 60,2 96,7
fetallurgic pr;aducﬁs 26..8 21,6 31.7 31.5
Machinery and tools L9.6 58.9 104,.2 152,7
Transport equipment 20,5 52,7 ,%7.3 .9
Miscellaneous products 15.8 20,9 38.4 5443

Source: Customs Bureau,

/(b) Exports
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(b)  Exports

In recent years, the export value of mamufactured products has been
a little more than 30 million doilars, less than one~tenth of the imports
of that nature, In addition, as appears from table 9, there is a definite
tendency for these exports to concentrate under & few headings. Only
8 headiﬁgs accounted for more than 90 per sent of industrial exports in

1955 (see table 10).

Most recently there has been a trerd toward diversification;
however, 10 headings still represent more than two-thirds of the total
value of industrial exports,

Table 10 also shows that the sharp reduction in exports such as
wood and manufactured iron, steel and copper hns not been compensated for
by the growth of new exports such as fish meal, oils and industrial fats.

However, the prospects for the near future in this area are
favourable, For example, a marked increase in exports of pulp, paper,
iron and steel 22/154expected, with the estimated value of all manufactured
exports in 1968 more than tripling that of 1963,

5. Manufactured goods on the domestic market

Using the information of CORFO's National Accounts an estimate can
be made of the presumptive domestic supply of manufactured goods, in toto
and per inhabitant (see table 11),

. It can he seen that in 1963 the level of factory production was only
8,2 per cent above that of 1957, giving a growth rate smaller than that
of the population, The same holds true of artisan production. The
domestic supply of industrial products per capita diminished therefore
between these years,

However, in order to compensate for the insufficient growth of
domestic industry, greater quatities of manufactured products were
imported, particularly intermediate and capital goods, There was also
a decline in industrial exports. #As a result the per capita presumptive

supply has remained static,

23/ ZEarly in 1967, the secord blast furnace of the steel industry of
Huachipato will start operating, with a considerable export surplus.
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CHILE: MANUFAGTURING EXPORTS

Table 9

(In millicns of dollars)

Products 1950 1955 1960 1963
Food products 3.6 3.1 WA 13.9
Beverages and liquors 1.6 1.6 0.3 1.1
Textile products 1.2 0.4 0.2 -
Chemical products 2.3 2.5 L7 5.1
Metallurgic products 32,2 25,5 18,1, 6.0
Machinery and tools 0.5 1.6 0.4 0.6
Transport equipment 0.1 0.2 0;2;A 4.3
Miscellaneous products 5.2 3.0 b9 1.4
Totals 37.9 32.5 32.4

Source: Customs Bureau.
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Table 10

CHILE: MAJOR PRCLUCTS IN INDUSTRIAL EXPORTS

{In millions of dollars)

Tinned fruit and vegetables
Tinned fish and shellfish
0ils end industrial fats
Pish meal
Malted barley
Wines
Wood
Iron and steel
Iron alloys
Procassed cooper
Explosives

Totals

Poroentage of manufectured
products in total exports

1955 1960 1963
- 0.5 0.2
0.3 0.5 C.3
- 0.5 1.7
- 1,3 9l
2.1 0.9 Ok
1.6 0.3 1.1

15.7 1.7 1.6
8.7 14,8 3.5
.1 1.0 1.5
77 2.6 2.1
0.4 1.8 0.1

3.6 137 22.5

93.9 68.3 69,4
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CHILE: MANUPACTURED GOODS ON THE DOMESTIC MARKET

(In midlions of esoudos of 1957)

-~ 23 -

- Table 11

1.
2.

3.

50
6o
7.

8.

9o

Value of fastory production
Value of artisan production
Domestis production (1+2)
Imports

Total presumptive supply (3+4)
Exports

Domestio presumptive supply (5-6)

Domestio presumptive supply
per ocapita

Peroentage of im ox-fs in

domestic supply 7 x 100

1957 1963

727 787

3h42 369

1 069 1 156

237 340

1 306 1 496

24 17

1 282 1 479

180 179
18.5. . 22,0

/The decline
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The decline in the domestic contribution to presumptive supply,
causing a rise in imports from 18,5 to 22 per cent, that appears from
the table is yet another indication of the unsatisfactory growth of
Chilean industry.

6. Main characteristics of factory industry

(a) Employment and size of industrial units
It is estimated that in 1963 factory industry 2/ was composed of
about 6,000 units, employing a total of about 220,000 persons, The
average number per factory unit during that year was, therefore, 37 persons.
The distribution of industrial units in 1963 by size and number
of employees, according to CORFO's classification will be seen in table 12,
Large-scale industries are those with more than 200 employees, medium-scale
those with 21 to 199, and small-scale those employing 5 to 20 persons.

Table 12

CHILE: FACTORY UNITS BY SIZE AND EMPLOYMENT, 1963 &/

Size . Industrial units Persons employed
Number Per cent Number Per cent
Large-scale 190 3 99 0CO L
Medium~scale 1 800 30 90 0CO 40
Small-~scale 4 110 67 36 000 16
Totals 6100 100 225 000 100

"

a/ Estimate based on Encuesta Industrial, 1957 and taking into acccount
the variations of the following yerrs.

24/ By "factory industry" is meant industrial units employing 5 or
more persons,
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Table 12 shows that- factory industry has a high percentage of
small-scale units, but its largefscale units provide the largest
proportion of employment. 3 ber cent of factory industry units employ
L4 per cent of the workers. In contrast, 67 per cent of the units employ
only 16 per cent of the work force. '

Medium-scale industry;with 30 per cent of the units, employs 40 per
cent of factory manpower. Consequently factory employment is concentrated
at both ends of the scale, in either very large or very small units,
Small-scale industry averages 9 employees per unit, medium-scale industry
50 and large-scale industry, 521, '

Considering employment in terms of industrial groups, intermediate
goods industries have the highest average df §5 employees per unit. This
is more than twice the average for factory industry .as a whole, ‘Metal-
transforming industries have an average similar to that of facfory
industry as a whole, The traditional and miscellaneous industries have
a lower average, .

As appéars from table 13; the following groups typically consists
of large-scale units: petroleum and coal.derivétiﬁes, basic metéls,
rubber, pulp and paper, non-metallic minerals, tobacco and textiles, all
with an average of 50 or more persons per industrial unit,

Medium~scale industry is most typical of the be&erages, chemical
products, printing and metal-transforming sectors,

Finally, small-scale industry is predominant in the food, wearing
apparel and footwear, wood and cork, furniture and fixtures, leather
and hides and miscellaneous industries,

(b)  Production

The total value of theAgrOSS factory product for 1963 may be
estimated at about 1,100 million dollars and the gross value added, that
is, the addition made to the value of the materinls purchased, is estimated
at about 500 million dollars, Consequently, the value of inputs (raw
materials, energy, fuel and accessory materials) was a little more than
600 million dollars,
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Table 13

CHILE: AVERAGE EMPLOYMENT IN FACTORY INDUSTEY

(Employees per industrinl unit, extimated for 1963)

Number Thousands Average

of of number of

units employees employees
4, Treditional industries L 099 1 3
20, Food 1 500 39 26
21+ Beversges 115 5 Le
22, Tobacco 8 1 150
23« Textiles 616 Lo 65
24, Wearing apparel and footwear 1 100 30 27
25, Wood and sork 405 11 29
26. Purniture and fixtures 225 5 20
29, leather and hidss 130 3 23
B, Intermedlate industries 752 4 2
27« Pulp and paper 78 L 50
30. Rubber 38 2 52
31, Chemioals 280 13 L6
32. Potroleum and socal derivatives 7 1 170
33« Non-metallic minerals 260 13 50
34, Basic metals 89 13 pLITS
Co Metal-transforming industries 825 31 B

35-38. Metalworking and

metellurgie 825 31 38
D. Others L2k pL} 33
28, Printing, publishing and allied 220 9 4o
3% Miscellaneous 204 5 24
Feotory industiy 6 100 225 3z

Souree: Encuesia__udustrial 1957 and estimate for 1963.
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A salient characteristic of factory industry is the concentration of
production in large-scale industries. - This is demonstrdted in a CORFO
- survey -/wh1ch showed that 12 1ndustr1al units alone contrlbuted 20 per
cent of factory productlon, and AO per cent of large-scale industrial
production,

There was a similar concentration of capital: 9 units had 45 per
cent. of the total for large-scale 1ndustry and 25 per cent of the total
for factory industry, ,

These figures show the monopolistic or semi—monobélistic character
of Chilean factory industry in most of its branches; Cﬁstoms protebtion
has often lost its value as a legitimate means of defending nétive5
industry against campetition from imports. It has led, in many
instances, to a desregard for technical efficiency, unnecessarily high
. productlon costs, and excessive proflt marglns 26/

' Table 14 shows the relative product1v1ty of manpower and capital
in factory industry. The manpower product1v1ty of large-scale industry
is 71 per cent highér than that of small-scale industry, and 20 per cent

¥

higher than that of medlum-scqle industry.~:In contrast, capltal N

productivity is much higher in smaller-scale units,

Table 14

CHILE; PRODUCTIVITY RATIOS IN FACTORY INDUSTRY

Value added Value added
types o ndustey promon . e
of dollars) capital
Large~soale 24 0e 57
Medium~sized 20 0s72
Small-seale ) Lok - 0.93
Factomy industry -l; 21 - 065

Scurco: CORFO, Encuesta Xndustrial 1057.

_2/ Encuesta Industrial 1957,

_g!__/~ ECLA - Economic Bulletin for Latin America,-v.IX, N°® 1, March 1964:
Protectlonlsm and Industrlqligatlon in Iatin America states that the
average legal customs duty on imports into Chile was 93 per cent of
value in 1960, In comparison, Brazil's average was 60 per cent and
France's 18 per cent,

/The cost
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The cost structure of factory industry may be seen in table 15,
The percentage of material inputs is similar to that of Mexico, Australia
and South Africa, less than that of New Zealand and United Arab Republic
and higher than that of Argentina, Cansda and Brazil.QZ/ Obviously,
no definite conclusions can be drawn from such international comparisons,
as the percentages concerned vary according to the production structure
of factory industry in all its aspects, which deffers widely in the

various countries, as do the supply conditions of material inputs of
domestic origin,

Table 15

CHLLE: COST STRUCTURE OF FACTURY INDUSTRY

(Percentages of gross production)

componanse prprale Heflarals bl leden
1. Materisl inputs Slpl 58,8 606 56.6
Domestis raw materials 263 40,3 48.0 33
Imported raw materlals 18,7 129 97 15.4
dooessory materials 39 31 1.0 32
Fuels 33 1.5 Q7 23
Electric power Ly 1.0 1.2 1.4
2, Manpover inputs 125 15.3 159 16,9
Salaries Jelt 748 8.3 87
Vages by 37 3l Lo
Legal soclal sesurity 3.7 3.8 L2 3.8
3 Misoellaneous 2Bl 259 235 26.9
Zota) 200.0 100.0 00 100.0

Source: FEncuasta Industrial, 1957.

27/ Processes and problems of industrialization in under-developed
countries. United Nations, 1955, 1955,11.B,1

/The high
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The high percentage absorbed by "mlscellaneous" is purtlcularly
noticeable, this largely consists of profits reallzed by the entrepreneurs,
particularly in large-scale industry, which, as we have seen, 1s
predominantly monopolistic or semi-monopolistic in character.'

(¢) Capital and forms of control .

The estimated total fixed capital of 6 »1C0 1ndustr1al unlts 1n 1963
was about 750 million dollars, or 123,000 dollars per unit and 3,333 dollars
per employee.gg/ . |

There are, naturally great differences in the varioﬁs indusfrial

strata as regards invested fixed capital per unit and per emnloyec.

Capital density in large-scale industry is 180 per cent more than in
small-scale industry and 50 per cent more than in medium-scale industry,
while in medium~scale industry it is 85.per cent more than in small-scale
industry. : : o

The highest capltal density per employee is to be found in the
fields of petroleum and coal derivatives, basic metals, non-metallic
minerals, chemicals, pulp and paper, and rubber, while the lowest is in
wearing apnarel and footﬁéar, ﬁrinting, and furniture and’ fixtures.

There tends to be a high capital density per employee in‘the larger
industrial units, except in the textiles, wood and cork, and leather .
Sectors, where the highest density is in medium-scale industry.

Another important characteristic of factory industry is that in
most sectors there is under-utilization of installed capaéity, which
means a waste of capital resources -and, in practice, useless expenditures,
with a consequent rise in productién costs,

A 1957 CORFO study states that large-scale incustry used on7y
55 per cent of its production capacity, medium-scale 33,1 per cent and

small-scale 50,3 per cent,

28/ This figure is similar to'those of other developing Latin-American
countries, such as Mexico and Brazil., In contrast, Venezuela,
for very special reasons, has an average of 10,000 per ‘employee,

/Among the
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Among the factors repensible for this waste of resources are the
following: a strong tendency to concentrate production in a small number
of enterprises in specific sectors, inadequate maintenance of machinery
and equipment, inefficient organization, a low degree of specialization,
and insufficient demand, particularly in articles for popular consumption.

The under-utilization is further demostrated by the fact that a
large proportion of industries work on a single eight~hour shift,

Individual owners and limited liability companies control most
factory industries, Less than 10 per cent are incorporated, and only
5 per cent are state enterprises or de facto companies.

However, about half of factory workers are employed by stock
companies, one-fourth by limited liability companies, about the same
by individually-owned enterprises, and four per cent by other types.gg/
This shows that the large-scale units are organized as stock companies,

Chilean factory industry has very few production co-operatives,
although this form of organization is of growing importance in other
developing countries.

7o Principal characteristics of artisan industry

It is estimated that in 1963 artisan industry was composed of about
70,000 small workshops throughout Chile, with 60 per cent located in the
provinces of Santiago and Valparaiso. They employed about 210,000 persons
and produced goods worth about 240 million dollars, 0

Artisan and home industry is a most important source of employment,
giving work to about half of all manufacturing industry employees; it
produces about one third of the totalmnufacturing output.

Its productivity level is similar to that of the total economy;
employing eight per cent of the active population it produces eight per
cent of the national product,

29/ TFigures from CORFO - Encuesta Industrial, 1957.

30/ Projection based on CORFO - Encuesta Industrial, 1957. By artisan
industry is meant units employing fewer than five persons.,

/Artisan and
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Artisan and home industry provides a living for about 1 million
people, or 12 per cent of Chile'!'s total population,

These figures show that the economic and social importance of this
sector is still great, although until now it has not been given the aid
it deserves, .

In Chile, artisan activity is concentrated in 7 éeéiors: wearing
apparel and footwear, wood and cork, furniture and fixtures, metal-
transforming industries, printing, and miscellaneous industries, These
seven sectors employ 95 ner cent of artisan workers, and produce the same
pircentage of the stratum's output (see tables 3 and 6); all but one are
traditional,

This concentration is still more apparent from the fact that only
five sectors: wearing apparel, wood and cork, funiture and fixtures, metal-
transforming and miscellanueous industries employ 80 per cent of the
artisan population and are résponsible for 86 per cent of the artisan
product, |

The principal branch of artisarn activity is that of weéring apparel,
including making up of clothes and show manufacture and repair, The
80,000 workers involved produce about 100 million dollars worth of goods.
Next in importance are the miscellaneous industries in which
31,000 workers produce 25 million dollars worth, and furniture and

fixtures with 25,000 workers and a product worth 30 million dollars.
Artisan industry for the most part has out-moded equipment with a

correspondingly'IOW'yield, and very rudimentary work-methods, Usually
the proprietor is manager, accountant, supervisor and worker combined,
and most artisan enterprises function in complete ignorance of their real
costs, They must buy their raw materials in small gquantities, for cash,
Their sales often depend on intermediaries, whose profit is usually higher
than that of the small peoducer, who in adaition finds it very difficult
and burdensome to obtain loans,

These characteristics of artisan industry are resnonsible for the
great number of its failures, mofeover, its insecurity and inadequate

working conditions bear as heavily on ‘its workers as its entrepreneurs.

/Chapter III
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Chapter IIT

INDUSTRIAL DEVELOFIENT PLANS

1., The general strategy of industrial development

Chapters I and II have already given a fairly complete view of
Chile's industrial develomuent process. Nevertheless, it seems useful
to begin the present discussion of industrial strategy with a brief
account of its basis in fact.

Chile's industrial development needs a new strategy, a new pattem
of growths It is essential to recognize the changes that have taken place
in the sources from whieh the impulse to industrialization came in the
past, as also in the proper part that industrialization should play in
the economy. Moreover, the more or less traditional problems of industrial
development have now become critical and new ones have arisen as a result
of the inability of the institutional structure and industrial policy to
adapt to changed circumstances.

The world crisis of 1930 and later the Second World War stimulated
industrial development by creating an unsatisfied demand, a situation
which was exploited primarily in the consumer manufacture sectors. Public
investment in basic industries such as electric power, fuels and steel
together with investment in infrastructural works for communications and
transport created a real demand for other manufactured products. These
influences were reinforced by easy credit, inflation, real protection
by high tariffs, and, except in the immediate post-war period, when an
accumulated capacity to import enabled industry to be equipped, a
shortage of foreign exchange.,

In and after 1955 a significant change took place. in the motivation
of the industrial development process and, consequently, in its dynamism.
Under the anti~-inflationary policy government spending was reduced, credit
restricted and imports liberalized, resulting in a weakening of demand,
perticularly for domestic manufactures. This, and the fact that installed
capacity was now sufficient for the substitution of imported consumer
manufactures, discouraged investment.

/In and



- 33 -

In and after 1959 there was a recovery of demand and investment,
but with serious weaknesses in their structure from the point of view of
a desirable long-term development, Consumer demand was excessively
concentrated on imported manufactures and investment too little directed
towards productive activities for the domestic and foreign market that
could increase domestic integration and reduce the external vulnerability
of the country and of industry. The impulse that came from a greater
inflow of external resources spent itself once the country's credit had
reached its limit because of the anti-inflationary and control measures
then adopted without the support of any more positive provisions for
industrial development.

The traditional structure of investment has seriously jeopardized
the industrial development of the coming years by its thorough neglect of
the intermediate and capital goods industries, particularly in the chemical,
steel #nd machinery and equipment sectors. In the chemical sector this is
most evident with regard to fertilizers, petrochemicals and basic products
such as acids, chlorine, soda, etc.; the delayed expansion of the steel
sector has lost the export market for Chilean steel and has meant that
there will have to be imports of semi-processed steel for at least the
next two years (1966 and 1967). An inefficient policy has been followed
as regards new productions of capital and durable consumer goods, which
has allowed production of durable goods to diversify horizontally and has
been concerned primarily with satisfying the demand of the high-income
sectorss The net balance of exports of manufactures has showed no improvement.

.The natural market for manufactures has been a small, high=inconme
class, whose patterns of consumption have been subject to.considerable
changes. These changes have spread to lower-income groups, which in Chile
are readily subject to such influences and were further encouraged.by
the inflationary climate, in which consumption on credit is normal,
Domestic supply has not always succeeded in adjusting its quantities
and prices to this demand, giving rise to unsatisfied demand, a strong
propensity to direct and indirect imported consumption, inflationary
pressures and disequilibria in the balance of paymentse

/This structural
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This structural weakness of industry in the last decade may be
considered the main cause of its own and the economy'!s stagnation, in
that it has been wnable to satisfy demand for consumer manufactures or
production goods for its own use and that of other sectors, such as
agriculture, mining and transport, or to make the exports that would
alleviate the bottleneck in the balance of paymentse

Industry!s main internal problems derive from certain basic
structural factors, such as the monopolistic practices that arose from
excessive tariff protection, These, by encouraging cost inflation and
preventing the development of new productions on a profitable basis,
redound on individual consumers and consuming sectors alike., Another
is the poor inflow of private investment into industry, which is due to
the weak financial structure of the country and the lack of new studies
and projects on the part of the entrepreneurs, Industrial manpower is
inadequate at the skilled levels and has a low productivity in general
because of the inability of the training systems to supply skilled workers
either in sufficient quentities or of the right types; most workers trained
are trained in traditional skills, Quality standards present a further
problem, particularly if it is desired to export popular consumer
manufactures, Again, supplies of the many inputs of foreign origin or
controlled by monopolies tend to be irregular and expensive, which adds
to stock costs. The end result of these different problems is that
industry operates at high cost levels, which are magnified by the quantity
of indirect taxes and sales margins that accumulate on any product. They
are nothing new in Chilean industry; but if they are now felt to be
critical it is because prospects of a rapid industrial develciment now
depend on the expansion of the foreign and domestic markets, which can
only take place if costs are lower and quality standards higher.

Industry has more recently been confronted with difficulties arising
from the increasing obsolescence of the institutional framewnrk for
industrial activity. The legal instrments of this fromeworw aid the
institutions responsible for thas fowmulation and implemsntation of
industrial policy were created by isolated effcrits in different periods
and have little organic connexion; either with one another or with the
objectives of development; their complexity and inefficiency of adninistration

is a further proof that they lack clear ains,
/Having described
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Having described the main features of the situation in which Chilean
industry operates, an attempt may be made to outline a strategy for its
future development, This will begin with the more general objectives and
proceed to the more specific, with care being taken to ensure their
compatibility.

The first objective is that the industrial development process
should be accelerated, not just because it has been slow in the last
decade, but for the less obvious reasons of raising income, creating
new sources of employment, and satisfying demand and the needs of other
economic activities, Rapid develomment without industrialization is
not feasible in Chile either over the short or the long term.

In order to sustain a rapid industrial development process Chile
must export its manufactures on a massive scale and produce domestically
many production goods so far imported. This gives rise to two further
objectives: priority development of exports and of basic industries, that
is, those producing intermediate capital goods, These would pemit a
growth quite beyond what is possible on the basis of the demand of a
restricted domestic market where substitution of consumer manufactures
has already reached saturation point. Basic industry anyway has to
operate on a scale which often exceeds the sbsorption capacity of the
domestic market, so that if it is to develop at all part of its production
must be exported, The second objective is, therefore, a necessary
condition of the third,

Domestic consumption's overall growth must be controlled in order
that economic development can be financed with internal savings, This
would limit the possibilities of inner—directed growth and further increase
the need to export manufactured end products. However, there is one means
of expanding domestic final demand for manufactures without increasing
total consumption.expenditure - income redistribution at both demand and
supply levels, This gives rise to a fourth objective: development of
production of popular durable consumer goods,

If the objectives of increasing exports and satisfying a popular
consunption of durable goods are to be realized, industry must lower its

costs and pricess This can be done only through programmes for improving

/the productivity
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the productivity and efficiency of existing industry - which makes a
fifth general objective = and through the develomment of an adeguate
and cheap supply of industry'!s main inputs under the objective of
priority develomment of basic industiye.

It is evident that these five objectives are not just compatible
with, but necessary to one another and to the overall objectives of
the economy,

There are further general points for which objectives must be
established -~ points which are a permanent. source anxiety to certain
sectors of the commmity, finance agencies, etc. and do have some
bearing on industrial and economic development.

Two of these, which are closely related, concern state and private
initiative and the choice to be made between large-, medium~ and small=~
scale enterprises, The authors' view is that large-scale enterprises. are
necessary for productions involving economies of scale and, generally,
productions for export, Where there is large-scale production for domestic
supply state intervention becomes necessary in order to prevent moncpolistic
practices and thus ensure that the consumer receives the product concerned
at the lowest possible price. In addition, these productions involve large
investments and if they do not offer an attractive rate of return it is
unlikely that the private sector will develop them on its own account. In
short, the State should favour private large-scale enterprises only for
export productions. Those producing for domestic consumption must have
some form of state control when the size of their market does not allow
of competition or when their production is of a basic type.

Medium~ and small-scale enterprises should be left to private
initiative and state action should here be confined to ensuring equal
access to credit and otherwise promoting the development of entrepreneurs
with initiative, In providing incentives to these strata, however, care
nust be taken to see that their activities complement rather than compete
with large~scale industry, in other words that they manufacture parts and

inputs for it in lines which do not involve economies of scale.

/Artisan production
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Artisan procduction still employs as many people as in the fifties.
The author!s view is that it should engage in highly skilled activities
and increase its purchasing power for production and/or organizelproduction
co=operatives, State action should be concerned to improve its productivity
and productive structure and not to increase its employment.

Foreign investment in industry is another questicn of the first
importance, which deserves thorough examination, The overall régime for
foreign investment as regards taxation, returns, withdrawal of profits
and capital, rights and responsibilities relative to the autonomous
decisions of the national goverrnment, etc. is a matter to be considered
at the suprasectoral level, However, such investment should also be
guided within industry along the same general lines as those established
for all private enterprise and specifically towards final and for highly
processed manufactures, ' Use of foreign capital in primary manufactures
is only justified when it brings with it technology which cannot be
imported in any other way and for foreign markets which it would otherwilse
be very risky or costly to win.

The industrial development strategy must pay particular attention
to regional development since industry can be a main and sometimes the
only contributor to the development of regions of Chile that are at present
very backward relative to the others. Moreover, the present excessive
concentration of industry in the capital is creating external diseconomies
as regards urbanization, infrastructure and transport. While this
objective' is too ebvious for discussion in general terms, if it is to
be effectively realized tmch thought must be given to the pattern of
regional industrialization and the instruments with which it should be
carried out, The automatic grant of privileges to all industries
installed in backward regions is not enough, because it cannot ensure
that the investments made are: socially productive or that the exemption
régime is fair, i.e. that artificial industries night not be created and
that industries that for reasons connected with natural resources would

anyway be installed in the regions concerned would not benefit, -
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‘With the exception of a few that basically engage in raw material
production, industries can only develop if the State can build a full~
scale infrastructure and provide means of economic access to markets.

This makes it all the more necessary to specify the centres in which
industry is to be located in the backward regions, the industries that
on being installed there can contribute most to the region's and the
countryls development and the incentives that should be granted them.
The nuclei of location must be in the urban centres which provide the
best infrastructural conditions or those in which it would be most
economical to create them, taking into account all other locational
factors, :

As regards the type of industry, basic and heavy industries may be
comnted out from the start, since these are located in accordance with
permanent locational advantages inherent in the nature of their activity.
Only light industry, therefore, is flexible enough to take part in regional
industrial development, The industry concerned can be either for consumer
goods production or complementary to the basic activities of the regione.
Light industry is also the most likely to keep the income generated by it
within the region and would have the greatest multiplier effects on the
regional economy,

Meny industries already established in the provinces are confined
to the regional market - with much idle capacity and no prospects of
expansion - from having no channels of distribution to the rest of the
country., The present marketing channels should, therefore, be studied
and new ones developed that will enable provincial manufactures to be
distributed to wider markets.

The incentives to be granted to industries suitable for a particular
region should form part of a general policy in order to avoid discrimination
and the resulting resentment and establish them on a systematic basis. It
would be worth exploring the possibility of developing certain regions by
integrating their economies with those of regions in neighbouring countries.

These guidelines are very general, but even so do not cover all the
points on which decisions must be reached if an industrial development policy
is to be formulated and the institutions and sectors of the community

/concerned are
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concerned are to take action., They are not intended as a glossary of
industrial policy instruments or a manual of specific objectives, but
as a mere outline framework, As this strategy is carried on to a more
specific level it will require more specific instruments and actions.
At this level the full participation of institutions and socio=economic
groups is needed in order that the policy carried out may be realistic
and fruitful. '

2+ Industrial programming

The national planning system is headed by the National Flanning Office
(ODEPLAN), which is subsidiary to the President!s Office and is responsible
for formulating targets and projections for the main economic aggregates,
with sectoral breakdowns where necessary. It is a general programming
office which, integrates particular programmes and projects into a framework
of coherence, feasibility and efficiency in line with govermment policy .
that remains in force for a period of at least five years, the present
period being 1966~1970.,

The formulation and implementation of sectoral programmes is the
responsibility of the specialized agencies, such as CORFO in the industrial
sector,

ODEFLAN also lays down the methodological principles to be used in
sectoral programmes, particularly as regards the presentation of their figures,
in order that these can be included. in the aggregate projectionse Under the
system of integral conception and decentralized organization each sector can
adopt whatever planning procedures it thinks proper, as long as it keeps in
line with ODEFLAN's general principles. :

The ‘implementation of plans takes place along largely the same.lines,
For any plan to be implemented efficiently at all levels its administrators
nust be fully informed about it. As was stated above, administrators do in
fact have to take part in the corresponding levels of plan-m°king, Just
because the plans of any institution are drafted or at least supervised and
approved by their directors and managers, What is needed now .‘c a sikstantial
change in the way in which wage-earning groups have access to the formulation
and implementation of plans, While there are obvious difficulties about this,
a socially just and binding solution must be found without delay.

/Chapter IV
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Chapter TV
THE CHIEF SECTORS OF MANUFACTURING INDUSTRY
A. FOO0D INDUSTRIES

1, The fisheries industry

(a) Diagnosis
In spite of the extraordinary wealth of Chile's marine resources,
which constitute an inexhaustible source of supply for the domestic market
and for a large foreign demand, the domestic fisheries industry developed
at a slow and unsteady rate until 1959. An inquiry made into the industry
revealed that this was essentially due to the following factorss
(1) Lack of detailed knowledge of the abundance, spatial and
temporal distribution and variations of the fish resources;
(ii) Lack of interest among the population in taking up employment
in any level of fisheries production;
(iii) Lack of material resources, such as large boats for trawling
and seining, ports, adequately equipped bays or terminals and gear for
the different catches of fish and shellfish;
(iv) Inadequate credit policy for installation or expansion projects
for the industry and purchase of capital goods, boats and equipment, etec.;
(v) Lack of continuity in technical assistance and the poor diffusion
of results of experimental work; ‘
(vi) Lack of legislation for regulating the industry and stimulating
its development (this changed in 1959);
(vii) Lack of an adequate policy governing the marketing of marine
products, particularly in the fresh state.
As a result, until 1959 Chilean fisheries production bore no relation
to the exploitable resources and remained comparatively smell.
(b) Promotion of the industry
The obvious need to develop the fisheries industry, which was

considered by the national economic development prograumme to te a basic
activity, led the Government at the end of 1959 to commission the
Develcpment Corporation to prepare a fisheries deveiopmsnt programme.
This recommended the following measures:

/(i) Creation
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(i)- Creation of a Fisheries Promotion Institute, .This was 'carried
out by CORFO and the Ministry of Agriculture with assistance from the:
United Nations Special Fund. The institute is an autonomous body whose

basic tasks are to conduct research into marine resources and train
-personnel for the industry, in furtherance of its growth and productivity,
(ii) Intensive training courses, Intensive courses for fishing

boat masters and engineers were organized by CORFO through one of its

affiliates, the Technical Assistance Service.

(iii) Increase of material resources and financial assistance. Credit

policy was overhauled., In its present form wedium-tsrms low-interest loans
are granted to expert fisherwmen and boatyard owners for the purchase of
boats, marine engines, nets and fishing gear and to industrialists of the
sector for boats, equipment and installations, and civil works., Special
credit lines established for boatyard and dock owners have resulted in the
expansion’ and installation of dockyards, where steel fishing vessels of
110 to 220 tons hold capacity have been built,

To promote the installation of fish meal and fish oil industries
in the North, a 100 hectare industrial estate, with drinking water supplies,
sewerage, electricity, lighting and internal and access roads has been
built for them at Iquique. And since the North had no ports or shipways
capahle of coping with the large, new fishing fleet, CORFO built a service
port for this purpose at Iquique,

(iv) Technical assistance, Under an agreement with the Institute
of Inter—American Affairs (IIAA) several foreign consultants have come

to Chile to advise Chilean experts and industrialists on preserving plants,

fish meal plants, markets for fisheries products, transport, the
organization of fisheries co-operatives and other matters.

(v) Promotion legislation. The Development Corporation,-the
Ministry of Agriculture and other agencies jointly promoted the passage
of Decree-Law No, 266 of 1960, which grants various privileges to the
fisheries industry, Among the chief of these are the exemption from
customs duties of all materials, equipment, machinery and installations

for use by the industry or persons concerned in fishing itself and an
exemptlon from sales tax and a substantlal reductlon in other taxes for

the products of the 1ndustry.
/(vi) Marketing,
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(vi) Marketing; The problems of distribution have been met in
Santiago by the construction of a reception terminal with storage rooms,
accessory services, etc., for all the marine products destined for general
consumption, from which they are sold to wholesalers. It has improved on
the old distribution system by providing complete prior hygienic control,
centralizing and regulating supply, intensifying quality competition,
eliminating the intermediaries who raised and often speculated unjustifiably
with prices, and allowing direct marketing by co-operatives and small
enterprises., ‘

Similar terminals will be installed in the provinces. A project for
one in Valparaiso has already been prepared and the Fishermens' Co-operative
of Valdivia has begun studies for one in that city.,

(c) Development of the industry

With the support of the above mentioned privileges and of the
material and credit facilities recently provided a large proportion of
the fisheries industry (preserving and catching for sale in the fresh
state) in the Central Region and the South has been modernized and expanded.
Moreover, many of the existing industries have diversified their production
8o as to include frozen fish and shellfish and chilled fish, However, the
- greatest expansion has occurred in the North, where there has been a
heavy concentration of private investment in fish meal and fish oil
manufacture,

The rapid growth of the industry at Iquique will appear from table 16.

Table 16

CHILE: NUMBER OF PLANTS AND INSTALLED CAPACITY IN THE
FISHERIES INDUSTRY AT IQUIQUE

Date Number of Installed capacity
plants (tons/hour)
Janusxry 1961 1 ' 19
January 1942 - 3 : 65
January 1963 5 91
Janvary 1964 9 176
January 1965 : 17 535
January 1966 23 785

/Arica has
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- Arica has had a slower growth: from 2 plants in January 1961 with
L3 tons/hour installed capacity to 7 in January 1966 with 275 tons/hour
capacity (two small old plants are not included)., The present situation

in the North as regards capacity and its location can be seen in table 17.

Table 17

CHIIE: LOCATION OF INSTALLZD CAPACITY IN FISH PROCESSING
PLANTS IN THE NORTH

Plants in operation

Port

Nurber (tone/hour)
Arica , 7 4 286
Pisagua 3 56
Iquique 23 785
Patilloe 1. 40
Tocopilla 1 25

Mejillones 1 25 a/
Antofagasta 2 18
Taltal 1 10
- Total 39 1215

a/ In construction,

Along with the development in processing plants in the region there
has been an increase in its fishing fleet, from 65 boats in 1963 to 270 in
1965. . ‘

Moreover, a combined refrigeration and canning plant has recently
been instaiiedithere, increaSing the numbef of its refrigeration plants to
two and that of its canning plants to five. o

In the rest of the country there are 28 canning industries and
8 refrigeration industries. Some of these also produce fish for sale
fresh and have small fish meal plants for processing the by-products of
their other lines of production. All the fish meal thus produced is

consumed domestically,
/Total government



Total government investment in the fisheries industry development
plan was approximately 40,000,000 dollars, 30,000,000 in the form of
loans and guarantees granted by CORFO and 10,000,000 directly invested
by the State, It is estimated that the private sector has invested in
specific projects a sum similar to this total, most of which came from
external loans, that it obtained without government mediation.,

It is estimated that the above measures have created jobs for
about 6,000 more persons in the industry,

(d) Production

The following tables show the growth of the fisheries industry in

the last few years,

Table 18
CHIIE: FISHERIES PRODUCTION, 1959-1964

(In metric tons)

Total Productiggs;n;92§port of

Year fisheries

production Production Export
1959 273 000 29 900 16 113
1960 340 000 31 000 18 000
1961 430 000 60 000 48 000
1962 - 640 000 91 600 67 40O
1963 762 000 107 4LOO 85 700
1964 1 161 000 174 700 146 400

The overall production of the previous table consists of the
following items:

/Table 19



_[‘.5-

Table 19

CHIIE: VOLUME OF FISHERIES PRODUCTION BY TYPES
OF PRODUCT, 1961-1964 '

(Tons)
Type 1961 1962 1963 1964
Fresh fish 41 000 L4 200 57 000 62 900
Fresh shellfish 16 500 18 500 22 500 28 700
Frozen fish and shellfish 10 000 11 800 12 500 15 800
Cannéd fish and shellfish 24 000 33 500 33 400 38 800
Dried fish - - 11 200 S00
For fish meal 338 500 532 0C0 625 L0O 1013 100

Lastly, table 20 shows the main exports of marine products in the

last few years.

/Table 20
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2. The sugar industry

(a) Apparent consumption

- Refined sugar consumption has been determined from the sales
information provided by the National Sugar Industry S.A. (I4NSA) and
Sugar Imports Co. Ltd. (IMASOL), a company formed by the sugar mills to
import their raw sugar inputs. Table 21 shows how this consumption has

evolved in the last few years.

Table 21

CHILE: APPARENT CONSUMPTION OF SUGAR, 1960-1964

(Metric tons unless otherwise specified)

Per capita

: Sugar Free . ' .
Year IANSA N Donations  Total consumption
mills ports 7 (kilogrammes)

1960 55 820 157 024 9 3711 8 195 230 412 30.15

1961 55 237 156 938 17 308 g 791 242 274 30.80

1962 67 334 180 &09 18 676 - 266 819 32.85

1963 82 672 162 185 14 800 - 259 657 31.20

1964 9 460 147 735 1,50 - - 252695 29.28

It is estimated that the 1975 apparent .consumption will be
384,000 tons,
(b) Production and imports
Table 22 shows domestic production and imports. of raw sugar in the

last five years, according to information supplied by the Statistics and
Censuses Department. .
Table 22
CHILE: SUGAR PRCDUCTION AND IMPCRTS, 1960-1964

Production “Imports c.,i.f, value

Tears (Tons raw sugar) : (dollars)

1960 62 000 112 174 10 220 000
1961 61 370 206 251 15 437 000
1962 7L 820 110 682 8 164 403
1963 91 860 248 734 19 835 419
1964 100 510 137 769 26 132 091

/The mills
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The mills import their raw material, raw sugar with 95 to 97.5 per
cent sucrose,

In 1950-1964, 2,578,000 tons of raw sugar and 96,507 tons of refined
sugar were imported, representing 302 and 28 million dollars of 1964
respectively, The average annual value of total sugar imports was, therefore,
roughly 21 million dollars of 1964.
(¢) Production and installed capacity

The beet sugar industry is an agricultural-industrial complex, whose
operating characteristics are largely determined by the seasonal nature
of sugar beet cultivation, In Chile the growth cycle of sugar beet is
from September-October of one year to April-September of the next.
Processing, therefore, is carried out for periods of 120 to 170 days,
depending on climatic conditions., In the jargon of the activity these
periods are called the "campafia" (campaign). \

The beet sugar industry is controlled by a single company, the
National Sugar Industry S.A., which has three processing plants, at
Linares, Los Angeles and Llanquihue, which came into operation in 1959,
1954 and 1958 respectively.

While the rated beet processing capacity of each plant is only
1,600 tons per 24 hours, their flexible layout, the excellent quality
of Chilean beet, the efficiency of their operative personnel; the
favourable climatic conditions of the country, and the improvements made
in their equipment have enabled them to achieve in the last three campaigns
- 1962-63, 1963-6l and 1964,-65 -~ total refined white sugar productions
of 98,64k, 99,640 and 95,257 tons respectively. It may be mentioned
that plants of similar capacity in Burope, from the rigours of the climate
and the poor quality of the beet, rarely surpass 23,000 tons of white
sugar per plant per campaign.

Although the plants are comparatively new, their ages ranging from
7 to 12 years, IANSA's management has taken special care to keep their
productivity levels high by replacing equipment and installations where

improvements seem advisable on technical or economic grounds,

/In accordance
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0 .In ‘accordance with the seasonal nature of their operations, beet
sugar mills require two kinds of manpower: skilled staff and operatives
who perform key functions in the running of the plant and -are employed
permanently, and extra, temporary labour hired for each campaign to-
carry out secondary activities of an unskilled nature.

IANSA at. present employs 910 permanent staff and Operatlves and
takes on a further 190 staff and 1,100 workers for the four to seven
months of the campaign.

Since the plants are of the continuous process type, they require
a fairly small amount of manpower for manufacturing operations and
consequently have high productivity levels.

(d) Cost factors
TANSA's cost fall into two main headings:

(1) Production costs;

(ii) Costs of technical assistance to beet growers and agricultural

development.,
The production costs cover processing of sugar beet of an average
sucrose content of 16 per cent. ) : ;
Expenditure on. technical assistance and agrlcultural develOpment is
unrelated to production and is made in direct benefit of .growers. It
comprises the technical assistance given to each grower, research into
problems:of beet growing, free~of-charge delivery of crops, .freight

subsidies, payments féor rocad improvements, etc.

.Table 23

CHIIE: COST STRUCTURE OF IANSA, 1960-1965

Heading 1960 1961 1962 1963 1964 1965
Beet 51.84 42.17 . K7.63  56.33 . 51,62 60.15
Variable costs. . .10.93 9.47 9.8, 9.70 7.36 10.13
Fixed costs 13.52 22,04 23.21 11.70 - 12.45 21.63
General expenses 23.71 26,320 -19.32 . 22.27 . 28,57 8.09
Total cost 100,00 100,00 100,00 100,00 102,00 100,00

/The sales
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The sales price to the public of sugar is fixed by the Ministry
of ﬁconomic Affairs, Trade and Reconstruction according to the c.i.f.
value of imported raw sugar and not the cost of doméé%ically produced
sugar. '

The following table gives the 1965 ex~factory prices without tax
of a ton of refined sugar in a number of countries, at an exchange rate
of 3,055 escudos to the dollar.

Germany 1 552 E%ton
Holland 1456 »
Belgium 1456 n
France 1373 v
Spain 1595 »
Ttaly 175

(e) IANSA's future development

The industry is considered to have favourable prospects of

development for the following resons:

(i) Chile could produce enough sugar beet to supply the total
sugar consumption of a population over double the’present. During the
last few years there have been many farmers of different areas who have
applied to make beet supply contracts with IANSA and have had to be
turned down from want of processing capacity. Its other major inputs,
limestone, charcoal and paper containers are readily and cheaply
available in the country. Moreover, IANSA's demand is helping to
reanimate other sectors of the economy, such as charcoal production,
and to create new activities, such as limestone quarrying;

(i1) The trained manpower that it needs can be recruited among
university graduates, in the case of high-level staff, and among
industrial school trainees, in the case of workers, In both cases

manpower of the right quality and in sufficient numbers is available.

/Its temporary
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Its temporary manpower largely consists of agricultural workers, who
during the campaign season have no other source of employment., It
trains all its own personnel, for which it has a fully organized
training system;

(1ii) The expansion of the industry will give rise to agricultural
emplovﬁenﬁ on a scale unprecedented in Chile. At present about
11,000 agr“cultuval workers work permanently throuchcxt the year in beet
groxlng and harvesting. In 1964 beet growing occupled 1 per cent of the
area devoted to annual crops and its workers received 6 per cent of all
agricultural wages; , |

(iv) IANSA has no obstacles to expansion'on tﬁe demand side,
because besides substituting raw sugar imports itsﬁill have to satisfy
the natural increase in demand as a result of pbpﬁlétion growth;

(v) Foreign loans for building new plants or investing in further
capacity are permanently available on easy terms,

In view of the extent of beet growing and processing's contribution
to agriculture and economic development in general, of the benefit to
the balance of payments that comes from domestic sugar production, and
on the other hand of the fact that IANSA's present installed capacity
is too small for it to accept more than a proportion of the applications
of potential beet growers, the Government resolved vigorously to promote
the expansion of the industry.

As a result, the Linares plant operated in 1966 with a capacity
expanded by 50 per cent to 2,400 tons of beet per day.

In 1967 a plant of 3,000 tons processing capacity is to begin
operating at Nuble and the Los Angeles and Llanquihue plants are to
have their capacities increased to 2,000 tons_of beet per 24 hours,

Building work on the Nuble plant and the alterations in the
Los Angeles and Llanguihlue planté aré already under'way;

With regard to long-term development, IANSA has in preparation an
expansion plan thzt will provide an overall eccncmic model for sﬁgar
production snd transport on a scale capable of satisfying the whole of
domestic Gemand within the next 10 years. o

The studies for this are now far advanced and show; accdrding to the
data so far anaiyzed, that Chile has large areas of land that could be used
for beet growing without displacing basic crops. It has recently been
anounced that further plants are to be built at Valdivia and Curicd.

/mn., TR
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B. THE BASIC FOREST PRODUCTS INDUSTRY 2%/

1. Background information

Table 24 lists the different basic headings of the Chilean forest
products industry, giving figures for the 1965 log consumption (in solid
cubic metres of uncut logs), installed capacity and annual production
of each. Total log consumption in 1965 was almost 4,100,000 solid cubic
metres, of which about 60 per cent was used for sawnwood, 27 per cent
for pulp and paper production, 10 per cent for round wood products,
sleepers, etc., and only 3 per cent for sheet materials.

A large proportion of the above total - 2,146,000 solid cubic

metres or 52 per cent - consists of logs of pinus insignis (pinus,radiata

or Monterrey pine) - see table 25.

31/ Forest products divide into two groups: sawnwood and wood-based
sheet materials. The latter divides further into:

1) reconstituted wood (particle board);
2) fibreboard;

3) plywood; and

L) veneers.

Pulp and paper are not considered in this section but are included
in some of its tables in order to give an overall picture of
certain aggregates such as raw material consumption. They will be
treated in full in the next section.

/Table 24
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Table 24

CHILE: RAW MATERIAL CONSUMPTION, INSTALLED CAPACITY AND PRODUCTION
OF THE BASIC. FOREST.FPRODUCTS INDUSTRY IN 1965

Raw material Installed Anmual

Heading

 consumption capacity  production

Sawnwggg R | (solid m? of logs) (solid m; of products)
Pinus insignis ' 990 000 680 000 500 000
Others 1 480 000 800 000 ity 000
Sub-total 2 470 000 1 480 GO0 1 244 000

(Metric tons)

Reconstituted wood L e -
(particles) L5000 - 22 600 15 000

Fibreboard 39 000 12 0CO 13 000
PIZEOOd PR o ..‘2,1 000 - .-  -17-000 7 000

(Square metres)

Veneers _ : _ 2000 . 1 600 000 1 000 000

(Metric tons)

Pulp and paper 1100 000 |
Pulp | | - 80 000 85 000
Newsprint 130000 100 000
Other paper and paperboard ; ; ‘ 50 000 ' 40 000
Miscellaneous (roundwood o o
products, sleepers, etc.) 435 000 500 COO- - 435 000

Total raw material consumption

(solid m;) L 022 000

Source: Forestry Institute, Wood Corboration (CORMA), CORFO.
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Table 25

CHILE: CONSUMPTION OF PINUS INSIGNIS LOGS IN 1965

3 Percentage
Solid m of each heading
. in the total
Sawnwood 990 000 : 40
Reconstituted wood 30 000 100
Fibreboard 36 000 ‘ ‘ 100
Pulp and paper 1 090 000 99
Total 2 146 000 | 52

Sources: CORFO and CCRMA,

2. DPresent situation and prospects of the industry
by process headings

(a) Sawnwood
The most striking characteristic of 1965 output (estimated) was the
large proportion of pinug insignis wood in the total (40 per cent).

This has tended increasingly to displace native woods in recent years

and it is estimated that within a not very distant future it will account
for over 80 per cent., This is directly due to the progressive depletion
of the economically exploitable native timber resources, which have had
to be replaced by artificial plantations of fast-growing species, of
which pinus insignis is one.

It is also due to the installation of 1l new mechanized sawmills
in the region of the pinus insignis plantations in the last few years,
whose rapid turnover and high-quality output have enabled Chile to
compete in the international markets, '

Starting from present demand, which is the same as output
(1,244,000 sawn cubic metres in 1965 or 520 million board feet), CORMA
estimated that of the next 25 years as follows:
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Table 26
CHILE: PROJECTED DEMAND FOR SAWNWOOD

(Millions of board feet/year)

Quinquennium Pinus insignis _ " “Other species Total
1965-69 290 330 620
1970-74 480 310 790
1975-79 730 285 1015
1980-84 1 050 235 1 285
1985-89 1415 220 1 635

Source: CORMA.

The domestic market for savnwood will be determined largely by the
housing plans of these periods.

Most of sawnwood exports in recent years consisted of pinus insignis,

which also has the best prospects of export. Sawnwood expdrt prospects
in general are good, in view of the markets opened up in Europe and
Israel in 1964. Argentina's, Uruguay's and Peru's needs will increase
substantially when their respective governments' housing plans begin to
be carried out, Moreover, these three countries have liberalized
sawnwood imports under LAFTA agreements.

~ Table 27 gives the Forestry Institute's breakdown of sawnwood
oﬁtput in the next few years by domestic market uses, with the resulting
export surpluses, The output figures of this estimate are slightly
higher than CORMA's in the preceding table.

/Table 27
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Table 27
CHILE: PROBABLE DEMAND FOR SAWNWOCD, BY USES

(Millions of board feet)

Use 1959-61 1970 1975 1980
Building 142 231 257 282
Packaging 55 68 76 8L
Furniture 11 21 24 29
Civil works 40 76 125 180
Other 10 20 LO 50
Total domestic demand 258 419 522 625
Exportable surpluses 371 500 600

Source: Forestry Institute, Informe Técnico No. 1li.

Real exports in 1964 ~ the last year for which there are data -
amounted to 30 million board feet, worth about 3 million dollars. In
1954 and 1955, 84 million board feet were exported, with a value of
16 million dollars.

As appears from the table, the main domestic use of sawnwood will
be in building (forming frames, doors, windows, floors, partition walls,
prefabricated houses, etc.) and the next in civil works (bridges, boat
building, port constructions, bodywork of vehicles, etc.). These are
followed by packaging furniture and then the miscellaneous uses such as
toys, moulds shoe heels, tool handles, etc.,

(b) Reconstituted wood (particle board)

The first reconstituted wood plant was installed at Curacautin

in 1955. It uses the extrusion process, with Araucaria araucana as the

raw material. Its capacity is 7,200 tons/year, but it is at present
practically at a standstill, The uses of its product are greatly
restricted by its poor physico-mechanical properties.

/A second
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A second plant was installed at Valdivia in 1964. . It uses pinus
insignis raw material and produces panels 3,60 metres long by 1.80 metres
wide by 6 to 24 millimetres thick. Its-capacity is 6,400 tons/year.

A third plant came into operation at Chiguayante half-way through 1965,

which also uses pinus insignis and has a capacity of 9,000 tons/year

on three shifts a day. It produces panels 4.84 metres long by 1.52 metres
wide by 6 to 45 millimetres thick.

In Europe and the United States the reconstituted wood industry
has been expanding with extraordinary rapidity since 1950, as have its
consuming markets, At present about 90 per cent of the furniture
manufactured in Europe is made of this material.

The product has had a similarly wide acceptance in Chile, where
its consumer market, mainly consisting of the building and furniture
industries, has grown rapidly.

The two main factories in operation are not able to satisfy
present demand. Both have plans for increasing their individual
capacities to 20,000 tons/year by 1970 and 30,000 tons/year by 1975-80.
One is now carrying out a 30 per cent expansion which will come into
operation in 1967.

To sum up, in 1965 the joint capacity of the three factories was
22,600 tons/year and they produced 15,000 tons. They are expected to
produce 47,200 tons in 1970 and 67,200 tons/year in 1975-80
(¢) Fibreboard

Chile has only one fibreboard factory, which was 1nstalled in 1959
in the town of Cholgudn i P *1hle province. Its production capacity
is 12 000 tons/year. Tt o uces hard panels 4.86 metres long by
1.52 wide by 3 to 6 mill-«-!r-cs thick and insulating panels 2.43 metres
long by 1.52 metres wide 1y »2 to 33 millimetres thick., All its raw
material is E;guq insip:

‘g Zcr which it has its own plantations, now
2,000 hectares but to te iwreased to 5,000 in the next two years.

Work recenily began on a ur)h:uage expansion of the plant to
20,000 tons/year. The extra capacity will come into full operation
in 1970, ‘ o I '

/The whole



The whole of its output is consumed domestically, In some years
there have been deficits, to cover which it was operated at over full
capacity and fibreboard was imported (3,000 tons/year in 1963 and 1964).
In January and October 1964, the Housing Corporation (CORVI) specified
the use of fibreboard for doors and parquet flooring respectively, but
it has not yet permitted its use in wainscoting.

Table 28

CHIIE: FIBREBOARD PRODUCTION AND ITS PROBABLE EXPANSION

Tons } -
1959 3 100
1960 7 600
1961 8 900
1962 9 000
1963 9 500
1964 10 CCo
1965 12 937
1966 15 000
1967 18 000
1970 20 000 a 22 0CO

Source: Forestry Institute and CORFO.

The owners of the factory have begun to export their products to
Peru (about 1,414 tons with an f.o.b. value of 103,584.95 dollars
between August 1963 and March 1965) and recently made an experimental
shipment to the United States,

According to the firms sales forecast, domestic demand will increase
by 82 per cent in the next ten years. Free capacity will be used to
supply the Ecuadorian and Peruvian markets, which at present import from
Sweden, Finland, Canada and Brazil, as well as Chile. It estimates that
2,800 tons could be exported on average every year, bringing in about
210,000 dollars in foreign exchange.

/(d) Plywood
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(d)  Plywood A
Plywood was the first of the panel woods to be produced in Chile,

since one of the two major firms now.making it began operations in 1938.
This has its chief plant at Curacautin, 750 kilometres south of Santiago.
The other has been operating a plant at Neltume, Panguipulli, Valdivia
province, 950 kilometres south of Santiago, since ;9@0.‘

The first plant uses Araucaria araucana of which it has its own

reserve of 30,000 hectares., Its production capacity is 11,500 cubic
metres/year of panels 2.20 metres long by l.425 metres wide by 3 to
20 millimetres thick. The other uses coiglle (Nothofagus dombeyi), rauli

(Newinfagus procera) and tepa (Laurelia serrata), also from its own

regerves, Its capacity is 2,500 cubic metres/year of panels 2,10 metres
by 0.80 metres by 4 to 20 millimetres thick,

Plywood is mostly used in Chile in the building industry, to make
doors, partitions and panels and for concrete moulds. It is also used
in the furniture and boat-building industries.

Plywood production exports arnd imports during the last few years

are shown in table 29.
Table 29
CHILE: PLYWOOD PRCODUCTION, FCREIGN TRADZ AND APPARENT CONSUMPTION

(Cubic metres)

Year Production Exports = - - Imports cﬁggi;;ggon
1950 10 000 2 453 - 7 507
1951 12 000 L 117 1 7 584
1952 11 000 823 - 10 177
1953 12 000 490 - 11 510
1954 12 000 872 - 11 128
1955 11 000 1 059 38 9 979
1956 ' L4 000 391 11 3 650
1957 . 7000 65 %04 7 839
1958 6 100 " 285 . 9 5 909
1959 8 900 - 172 : 38 . 8 766
1960 6 200 59 39 6 180
1961 7 700 50 79 7 729
1962 7 840 - 8l 7 894
1963 6 9L - 119 7 063

Source: Forestry Institute, Informe Técnico No. 5.
/As appears
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As appears from the table, half-way through the fifties domestic
consumption declined from about 12,000 cubic metres to about 7,000 cubic
metres a year, where it has remained. Exports have dwindled to zero,
Since the joint capacity of the two plants described above is
14,000 tons/year they must be operating with about 50 per cent idle, 6r
even more if the small-scale producers are taken into acsounic

In spite of the building boom of the last five yeovrz and the

resulting growth of demand for forestry products, per cipilta consuwphion

of plywood has declined in Chile, at a time when it has been ov the
increase in the rest of the world, with prospects of a z%till more rapid
rise in future. Chile's per capita consumption is among the lowest of
those of a group of foreign countries with which it has been compared,
even though it is a forested country and formerly exported plywood.

Its low consumption may be attributed to backward, and hence
costly, production processes, lack of product classification and quality
control, an irrational parketing system and feeble sales promotion, which
has allowed substitutes to take over the market.

Government cheap housing plans should expand the domestic market
in future. The evolution of consumption is estimated by the Forestry
Institute as follows:

Table 30
CHILE: PROBABLE FUTURE CONSUMPTICON OF PLY.WCCD

{(In thousand cubic metres)

Period Anrmal consurgption
1959-61 {apparent consumption registered) 7.6
1970 18.0
1975 32.0
1980 47.0

Source: Forestry Institute, Informe Tdcnies No. 1/.

/As regards
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hs regards supply, it is estimated that, taking into account the
two enterprises now in operation, a new plant soon to begin production
and the several small producers, imstalled capacity will increase from
the 17,000 cubic metres of 1965 to 22,000 cubic metres in 1970.
It is interesting to note'tﬁét~évén"though<there are sufficient
prospected reserves .(at Vilucura,. liquifie,.etc.) for the raw materials at

present used by the industry (coigfle, tepa, araucaria, etc.) there are

studies at an advanced stage for the manufacture of plywood from \
pinus insignis (Forestry Institute, Boletfn Informativo No. 8, 1964)
with already, at the start, two major enterprises interested in doing so.

However, since the minimum economic capacity of a plywood plant is about
10,000 tons/year and the market of the pinus insignis based product
(forming moulds, buildings, etc.) is still relatively small, these ‘
projects will not be carried out before 1970. Another problem for them;mm,
is the difficulty of obtaining logs of sufficient diameter, for which
trees about LO years old are needed.
(e) Veneers

The oldest and best-equipped factory of the country is at Valdivia.
It was built in 1945 and produces a wide range of face-veneers up to
1,2 millimetres thlck and commercial or container veneers (thicker and
coarser) 2 and 3 millimetres thick by the rotary-cuttlng and horizontal
slicing methods. It recently expanded its production capaclty to
1,500,000 Square metres/year on one shift.,

There are also a number of small plants, of a negligible 301nt ‘
capacity. ' ‘ B R

Veneers are mainlyvused in the fufniture industry and; reéently,
for direct facing of walls., There have also been experimental productions
of veneer-faced plywoods. Their main pufposé"is to impfové the ‘appearance
of wood and other less costly materials, allowing articles of apparently
greatlvalue to be produced very cheaply. Most of the wodds used for
veneer making are native: coigﬁé, tépa, oliVillo (Aéxtoxicoh'gunctatum);
linglle (Persea llngue) and mafifo (Podocarpus nubigenus, Sax;gothaea conspicua

and Podocarpus andinus). Eucalyptus an artiflclal Specles, and imported

logs of species such as caoba, Jacarandé (rosewood), etc. which are not

grown in Chile are also used.
) /Table 31
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Table 31
CHILE: VENEZR PRCDUCTICN AND ITS PROJECTED LEXPANSION

(Thousand square metres)

1962 1,50
1963 600
1964, | 800 2/
1965 1 000 a/
1970 4 500
1975 6 000
1980 7 000

Source: Forestry Institute, Informes Técnicos Nos, 4 and 14.
a/ Estimates,

Veneers have not yet been exported, but veneer logs have, mainly
to irgentina, the United States and Europe. The species in most demand
is coiglie, which in Europe has been found preferable to European cherrywood,
mich used in furniture making, and has been given the fictitious name of
Tierra del Fuego cherry.

A new modern veneer factory with a capacity of 3,600,000 square
metres of veneers a year on two shifts is now being installed at Valdivia.
The enterprise has plans to expand its production beyond this in the next
few years, Much of its output is said to be already contracted for by
German buyers.,

A third factory at Valdivia, of a capacity of about 800,000 square
metres/year, is projected.

There are excellent prospects for exports of veneers, particularly
to the European and United States markets, which latter seems to have been
unaccountably neglected in the projects at present under study. Chile
has more than amplevraw material reserves, whose exploitation could

become a major foreign exchange earner.
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To sum up, production capacity, now calculated at 1,600,000 square
metres/year including a number of small pgoducers, will fise‘to
4,500,000 square metres a year by 1970. o '

(f) Miscellaneous

This heading includes telephone and telegraph poles, fence and

other posts, sleepers, mine timbers, etc.
Table 32
CHILZ:. PRESENT APPAREIT CONoUMPTION CF RCUNDLCOD PRODUCTS,
" SLEEPERS, ETC. AllD PROBABIE FUTUHE DEMAND

' (Thousand cubic metres)

‘ Apparent o '
Headings consumption 1970 © . 1975 , 1980
1965 _ R
Telephorie and telegraph poles 5.6 “ 13 "" 13 13
Fence posts 90.6 156 184 - 212
Sleepers S 139.0 .. .. 100 100 £ .. 100
Others (mine timbers, etc.)  200,0 200 200" 200
Total ‘ 5.2 469 497 525

Source: Forestry Institute, Informe Técnico No. lk.

3. Raw material resources

Chile's forest resources divide into two major categorieé; natural
forest and artificial plantations, which will be treated separately in.
the present section. ' o

(a) Natural resources

' The area covered by natural forest in Chile is estimated at over
20 million hectares, which represents 2.5 hectares per capita, compared
with a world average of 1l.5. About 9.8 million hectares, roughly L9 per cent,
are considered to be accessible, giving 1.2 hectares accessible per capita,
against a world average of 1.0, Most of the accessible natural forest is
privately owned, '

' /The chief
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The chief tree varieties of the natural forest and their percentages

in the total of natural forest resources are as follows:

Table 33

CHILE: MAIN NATURAL FOREST TREE VARILTIES

Percentages of
Varieties total natural
forest resources

Coiglle (Nothofagus dombeyi) 35.0
Tepa (Laurelia serrata) o 23.0
Ulmo (Zucryphia corditolia) . 8.0
Tineo (Weinmannia trichosperma) 7.0
Mafifo (Podocarbﬁs nubigenus, Podocarpus andinus, .
Saxegothaea conspicua) Lol
Olivillo (Aextoxicon punctatum) ~ 4.0
Total 81.1

According to the most recent estimates -~ made by the FAC-sponsored
Ingler Mission - the annual growth of the natural forest is about
11.8 cubic metres a year. But only a small fraction of this is being
used for industrial purposes, since the logs of natural species used in
the total production of sawnwood, plywood and veneers amount to less than
1.5 million cubic metres a year.

(b) Artificial resources

Chile has supplemented its native forest resources with a sizeable
area of plantations. These are estimated at 300,000 hectares, of which

90 per cent is occupied by pinus insignis and the remainder by eucalyptus,

poplar, cypress, etc. The average annual growth is 18 cubic metres per
hectare and the total estimated at 3 million cubic metres, which it is
hoped to raise to 5 million in the present decade, This average is & times
that of the Scandinavian conifer plantations and gives an average cost

of wood of 1.79 dollars per cubic metre, one-fifth or one-sixth of that

/of standing
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of standing wood in the Scandinavian countries (from A. Sundelin,

Chile, potential pulp and paper exporter, Santiago, 1957). The main

plantations are in the southern third of Chile, in the provinces of
Arauco, Bio—Bfo, Concepcién, Linares, Malleco, Maule and Kuble., Over
| a third are in the province of Concepcidn where almost all of them are
owned by individuals or private enterprises.
As was shown in table 25, 50 per cent of the 2,15 million solid

cubic metres of pinus insignis logs produced in 1965 were used in pulp

and paper manufacture, 47 per cent for sawnwood and a bare 3 per cent

for fibreboard and reconstituted wood.

L. General characteristics of the industry

‘There is no recent information on employment and capital invested
in the industry. The estimates here given date from 1961 and are based

on the previous industrial census, carried out in 1957.

Table 34

CHILE: GENERAL CHARACTERISTICS CF THE BaSIC FORESTRY
PRODUCTS INDUSTRY, 1961 a/

‘ Estimated number Estimated capital
Tndustrial of persons employed b/ invested '
sector Per- Total Dollars
Total cent- (millions Percentage per person
age of dollars) ‘ employed
Pulp and paper ¢/ 3 200 20 to 25 L5 60 to 65 15 000
Sawnwood 8 000 to 10 000 65 to 75 20 to 25 30 to 35 3 000
Plywood 600 bto S, 1.9 2.5 to 3‘18 3 500
Veneers d/ 150 b to 0.6 - £o 4 000
Fibreboard = - - 1% g 340 L to h.5{ g 16 000
Reconstituted wood 100 , 0.5 - | 5 000
Total 12 000 to 15 000 100 © 70 1o 75 100

Source: Forestry Institute, Boletfn Informativo No. 1, 1962,

Execluding charcoal, furniture, manufactured products, machine-sized
railway sleepers and pressure lmpregnated posts.

&

Excluding foresting operations.

e g

Excluding paper conversion plants and small factories producing less
than 10 tons a day.

Including veneers for matches,

&
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C. THE FULP AND PAFER INDUSTRY

The pulp and paper industry comprises that group of industries
which by chemical or mechanical processing of wood or other cellulose
materials produces intermediate or final products, the most important
of which is paper,

The only raw materials used by the industry in Chile are pinus
insignis wood and, to a much smaller extent, waste products such as
paper cuttings and used paper.

The industry has boomed since 1950, largely owing to the excellent

properties of pinus insignis as a raw material., This tree was introduced

experimentally into the country at the beginning of the century and began
to be grown on a large scale in 1930, particularly in the province of
Concepcién from Linzres in the North to lMalleco in the South. About
15,000 hectares a year were planted in this region in 1937-49, and it
now has a total of over 300,000 hectares of plantations accessible for
industrial use.

Pinus insignis! advantages as a raw material for pulp and paper
nanufacture include its rapid growth, about 5 or 6 times faster than
that of similar species in the Scandinavian countries, and its length
of fibre, which makes for very strong paper. Its exploitation is
facilitated by the accessibility and concentration of its plantations.

In order to ensure that the raw material resources needed for
the industry!s future growth will be available, the Government is
carrying out a reforestation plan under which 50,000 hectares”a year
of pinus iInsigmis are to be planted by 1970.

Chile also has naturzl resources for the other raw materials of
the industry - sodium sulphate, lime, common salt, kaolin, etc, — of
good quality and in practically unlimited quantities.

The pulp industry proper has an output of about 95,000 tons/year,
of which 82,000 is crude kraft and bleached sulphate pulp and 13,000 crude
sulphite pulp.

/Investment in



Investuent in the kraft pulp plant, which is at Laja, was
22,890,000 dollars in 1959, That in the sulphite pulp plant, at
Nacimiento, was estimated at about 20,000,000 dollars in 1963,

‘The pulp 1ndustry employs . nearly 1,000 persons as factory
operatlves. :

The destlnatlons of the pulp produced vary c0n51derably. ‘The
Nac1m1ento factory produces only for a neighbouring newsprint factory
belonglng to the same company. The Laja factory produces partly for
a newsprint factory in Bfo-Bfo belonging to the sane company, Wthh
consumes nearly 10,000 tons/year of kraft and semi-bleached pulp,
exports about.l5,000 tons/year (in 1963 2,231 tons of bleached pulp,
L3392 of semi-bleached and 7,866 of crude pulp), and in 1963 had a
surplus of 57,000 tons which was absorbed by other doméstic paper and
paperboard plants, N

Chile accounts for only 0.2 per cent of total world pulp output
(45 nillion tons in 1963), but is rapidly gaining a dominant position
among the Latin American producers. From nothing in 1950, its output
was 80,000 tons in 1960 and is expected to reach at least 400,000 tons
in 1970, oy which year it will have become the major pulp producer and
exporter of the region,

The Chilean paper industry has been developlng Steadllj since the
“twenties and thirties and 1s now able to satisfy almost all of domestic
demand and even export considerable  voluies. of newsprint, It is almost
entlrely in the hands of a single company (Compafifa Manufacturera de
" Pdpelés y Cartones S.A.)..which satlsfles over 90 per cent of domestic
" demand, There are a few smaller companies, such as Schorr and Corfcha
de Talca, which procduce packing. and similar types of paper, and
Cartén El Salto of Vifia del Mar, which produces paperboard and duplex
bristol board, and about twenty very small factories producing paper—
board and packing paper from used paper.and paper cuttings.

There are also two new factories.‘ One, Industrias Forestales S,A.;
~ has capacity for 60,000 tons/year of newsprint, but is bound to export
its output, since its machinery was- 1nported under the exemptlons'

established by Decree~Law 256 for export industries only, The other

/= Papelera del




~ Papelera del Pacifico, at San Francisco de liostazal - is to begin
production half-way through 1965 and will specifically supply special
papers such as sulphurized, colowal, curokot, gummed paper, etc., Its
projected capacity is 15,000 tons/year. Lastly, a recently formed
company, Laja Crown S.A., is to set up operations. near the Laja pulp
factory in order to produce IBM bristol board (15,000 tons/year by 1970)
and other kraft papers (21,000 tons/year) for the domestic and regional
markets.

Chilet!s only paper imports are of special papers, including
periodicals paper (6,211 tons in 1963) and a miscellany of other types
imported in very diverse quantities (3,096 tons in all in 1963). With
the new factories nentioned above there are prospects that these
inports will be considerably reduced within the near future,

Since per capita consumption of paper has often been taken as an
index of economic and cultural development, it is interesting to compare
the changes'that have occurred in this respect in different Latin

American countries (table 35),
Table 35

LATIN AMERICA: FER CAFITA CONSUIPTION OF PAFER AND
PAPERBOARD IN CERTAIN COUNTRIES

(Kilogrammes per inhabitant)

Country 1937 1954 1965 af
Colombia 2.7 6.4 11,4
Mexico 5.8 De2 18,1
Peru 3.0 | 6.6 805
Uruguay , 12.7 21,0 2844

Chile §..__é 12. E l&o 2

2/  According to ECLA's demand projectionsa

/While Colombia's
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vhile Coloibials and Mexico's per caxbifa consumption increased
considerably over the last decade, Chile!s has stayed almost the same,
In view of the economic developient that ‘did in fact take ialace in the

decade this would appear to be due to reasons of a special order, among

which high prices might be mentioned.

Table 36 shows Chile's kraft pulp output and foreign trade in {:he

last few years.
Table 36
CHILE: KRAFT PULP OUTPUT 4ND FOREIGN. TRADE

(lletric tons)

1961 1962 1963
Production 78 348 _ 8L 036 32 854
Exports . 30 7C0 22 528 14 489
Apparent consuiption L7 648 61 508 68365

Note:  There were no inports of kraft pulp.

mm———
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D. THE CHEMICAL INDUSTRY 32/

1. The chemical industry as a whole

(a) Relative importance in the economy
The figures of table 37 give an idea of the economic importance of

the chemical industry relative to the econory as a whole and to industrial

activity in general.
Table 37

CHILE: TilE CHELIICAL INDURTRY RELATIVE TO OTHER
ECCHOILIIC ACTIVITIES, 1963

yillions of

1955 escudos Percentages

Gross value added

Economy as a whole 4 358.0 100

Manufacturing industry 775.0 17.8 1C0

Chemical industry 41.3 0.95 5.3
Gross deomestic product

Econony as a whole 9 993.0 100

Manufacturing industry 187.0 18.2 100

Cheniical industry 96.8 0.97 543

These figures show that in Chile the chemical industry is very
backward relative to the economy as a whole and the industrial sector.
But just because of this, it may be hoped that, given the proper stimuli,

it will have a very rapid initial growth.

32/ By the cheumical industry is here meant Major Group 31 of the
United Nations International Standard Industrial Classification
of All Economic sctivities. The manufactures comprised in this
major group are: basic industrial chemicals, including fertilizers;
vegetable end animal oils and fats; paints, varmishes and lacquers;
miscellaneous chemical products. The sub—divisions of these groups,
which can be found in United Nations publication E/CN.12/648, are
omitted here for the sake of clarity.

/(b) ZThe
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(b) The growth of the industry

The Ten-Year Development Programme for 1961-1970 set a target growth
rate for the chemlcal industry of 8i2 per cent a year cumulatlve; Durlng
1961-63, however, it achieved a rate of only 2,7 per cent a vear, practlcally
the same as the Frowth of the population, .

In table 38 the growth targets set for different major groups of
industry are compared with their actual growth rates in 1961-63. It may

be observed that all the activities associated with basic consumptlons

(food, wearing apparel, hou51ng) grew much more rapidly than the population

and surpassedvtheir targets,
Table 38

CHIIE: DEVELOFMENT OF CERTAIN INDUSTRIES

Percentage hctual -
annual growth percentage
Hajor group planned for annual growth
1961-70 196163
20, Food products | b8 ba?
23. Textiles ‘ ' Lel5 10.1
2L, Wearing apparel and footwear Le26 7.6
31. Cheuical products - : 8.20 _ 2.7
32, Petroleun and coal produc£5' - 9.12 . l3eh
34L. Basic metal products - 6.5 10.3
35 to 38, lietal and netallurglc C T
' products. - - - 9.05 - - bf
35, Iletal products, except machlnery B o -
and transport equipment VAR o 20.6
37. BElectrical machinery, apparatus,
appliances and supplies af 3.2

- -

a/ Percentages combined in the preceding item,

b/ Data not available,

/(c) Investaents
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(c) Investments

Extrapolation of the gross value of chemical production in 1963
according to the observed growth rates of 1961, 1962 and 1963 gives a
gross value of 80,2 million 1958 escudos for 1966, The desired production
increase of 12 per cent in 1967 will, therefore, involve immediate
investment of funds capable of generating 9.6 million 1958 escudos.

It has been established that in Chile, under the present structure
of the chemical industry, which may be expected to remain the same during
the next few years, each escudo of fixed capital investment generates
1.5 escudos worth of chemical products. For-the desired production increase
in 1967, therefore, 6.4 million 1958 escudos will have to be invested,
starting now (1965). In the following 10 years about 102,6 million.

1958 escudos, roughly 100 million dollars, will have to be invested,
each investment being made two years before the desired production increase.

25 per cent will have to be added to these sums to cover working
capital.

30 per cent of the new fixed asset investiients will be in hard
currencies, for which the suppliers will be bound to obtain loans with
fairly long periods of maturation (now 8 years under a Central Bank
ruling)e Thus, only 70 per cent of the value of the new assets will
have to be financed domestically., The resulting financing in escudos
needed for the next 10 years is shown in table 39.

The time for which a 12 per cent annual growth rate can be maintained
will depend on many contingencies, However, even if it lasts for ten
years it will only Jjust more than double per capita chemical consumption,
which is now a seventh of that in the European Common Market in 1957 and
a tenth of that of the United States in the same year,

/Table 39
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.,ATable;'39

. CHILE: FINANCING OF THE DEVELOFMENT PROGRAMME FOR
THE DOLESTIC CHEMICAL INDUSTRY = =

‘(Millions of 1958 escudos)

Lo Total

Year Fixed~ = "~ ' Working domestic

assets - . eapital . = * . financing
1) 1965 L5 Y
2) 1966 . 50 - 5.0
3) 1967 56 . 1.6 o 7.2
L) 1968 6.3 L. 81
5) 1969 7.1 | 2,0 9.1
6) 1970 7.9 2.2 10,2
7) 1971 8.9 - 2.5 1.4
g8) 1972 9.9 2.8 12.7
9) 1973 nr 3.2 . 4.3
1) 197, 7T a0 bols - 1649

(d) Raw naterials .
One -of the obstacles to the development of the chem.ca.'l. :Lndustry
often mentioned is the difficulty of obtaining its raw raater:,a;_s, .
particularly those which must be iaported, o
Accordlng to the Central Bank, :mports alrea.dy represented 8 7 per.
cent of the industry's total raw naterials in 1962, 10 9 per cent in 1963
and 9.6 per cent in 1964. Consequently, in spite of the 1ntere§t .

in promoting the chemical industry felt in the country, there is-
unlikely to be -any improvement in theé supply of mported ‘raw ’naterla.ls,

e.xcept in a few cases,

/The prices
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The prices to industrial consumers of the basic and intermediate
raw materials produced domestically should gradually decrease as a result
of the State taking part in their manufacture for promotion purposes,
This will occur particularly in sulphuric acid, the basis of almost the
whole industry, whose present prices are 3 or.A tines the domestic
prices of the United States.

2. Sulphuric acid

The exact date on which sulphuric acid was first»manufactured in
Chile is unknoin., At any rate, it was already being produced in 188,
since an industrialist was awarded a prize for his exhibit of it and
other inorganic acids in the National Exhibition in October of that year.

Sulphuric acid is consumed in many productive activities, The
distribution of its consumption in 1965 is estimated as followss

Table 40
CHIIE: USES OF SULFHURIC ACID, 1965

(Percentages)

e e . ama

1. Copper mining 75404

2. FPhosphorus fertilizers ‘ 5.01
3. Rayon 4 4e57
Le Scouring of iron and steel 3.11
5. Aluminium sulphate 1 ‘ 2,90
6. Explosives ‘ 2,73
7. Petroleun . , 2.16
8e Detergents and sulphonated oils ‘ 1.40
9. Other uses ’ _ 3.08

Total , 100,00

Sulphuric acid output has grown spectacularly in the last 15 years,
as can be seen from table 41. The figures given have been corrected in
order to express the amounts in terms of the 98 per cent acid normally
produced by contact process plants,

/Table 41
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 Pable 41

CHILE: SULPHURIC AGID PRODUCTION, INSTALLED CAPACITY
D FER CAPITA CONSUMPTION

SN TT Per capita
Production. .. . .- . Installed . .. . consuiption

Year. - - - capacit .
| . (tons/year)“ (togs/dai)' 'iﬁﬁgéiz§;€7§221>
1951 10920 90 1.76
1952 13 386 0 - 2,12
1953 15 452 9 240
1954 19 468 17 295
1955 42115 152 6422
1956 47 451 192 T 6483
1957 50 465 . 192 7,08
1958 : 56 233 192 ' 7.70
1959 S 73576 237 - 9.85
1960 84 178 314 11,03
1961 116 907 VY 15.06
1962 129 070 FATAR 16,23
1563 136 COO a/ b5k . 16.20
96, 0 170 s/ 534 20,60
1965 . © 7193 000 &/ - T 573 . 21,80

1966 - eew . . _ 638 : ’ ‘ A ee e

— v e ——— gt e e ——

a/ " Estimate.

TR e A W LR e TR W ~S—

. A1l the sulphuric acid consumed in Chile is domestically produced,
;sinceviﬁpOptS.of it are forbidden. Small consignments have been exported
o BoliVia from Antofagasta, The chief characteristics. of the many
producing plants of the country appear in table 42, Thc plants can

operatc normally ot 20 per cent azbove the rated capacities there given.

/Table 42
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Table 42

CHILE: DISTRIBUTION OF INSTALLED CAFACITY IN
SULPHURIC ACID PLANTS

Capacity Raw

AP?oyin?e Locality (tens/day) Process naterial
Tarapach Arica 15 Centact Sulphur
Antofagasta  Chuquicamata - - 75 e i - Pyrites
Calama 10 " Sulphur
Hantos Blancos 120 d noo
Antofagasta 60 " "
Paposo 50 n 1

Atacema Copiapé 25 " n

Coquirmbo La Serena 10 " "
Ovalle 15 " 1"

Valparafso Quillota 10 " "
Concén 12 n "

Santiago Santiago 27 Chamber n
Llolleo 24 Contact n
San Antonio 10 n n

i o n

OtHigzgins Caletones 75 gggé}er

Concepeidn Penco 40 " Sulphur
San Vicente 10 " n

Two more plants are being built in the province of Atacama and
will come into operation at the end of 1966,

Host of the plants have been properly used and maintained and
give the normal outputs guaranteed by the manufacturers of their.
equipment., |

Only 3 of the 17 described are engaged exclusively in producing
for sale, The rest supply most of thelr output to a parent enterprise
and sell only their surpluses,

/The small
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"I'he.: small .'capacit:'ies of the individuel“thd:lts result in high costs.
Eh{-factory prlces at the end of 1%5 ranged from 31.50 to 100 dollars
a ton. In the mdustrlallzed countries, where the smallest unlts have
capac1t1es of over 50 tons/da,y and many exceed lOO tons/day, ex-factory
':prlces coiofy are 25-30 dollars a ton. L

Most of the plants were bought complete abroad. But CORFO ha.s
now successi‘ully 1n1t1ated the domestlc 1.16.nui‘acture of sulphurlc acld
"-'equ.lpment and only essentlal parts not produced 1n the country are
:unported. 'anorts now do not account for more than one—thlrd of the
total investment of a complete plant (mcludmg civil works). ;

In 1966 the mdustry underwent a crlsn.s ow:mg to a shortage of sulphur.
Domestic productlon of this raw materlal is as yet J_nsufflcz.ent and,
since there is also a deflclt in the mtematlonal na.rket, 1t is
‘difficult to get abroad, It is hoped that the supply will J.mprove
in 1967, when CORFO!s development prograrmes for sulphur productlon
are carried out, ' .

In view of sulphuric acid's essential role in economic development,
CORFQ is carrying out, through its affiliate FiSSA (Fé.b'rica_’ de Acido
Sulffirico S.A.), a programme of building sulphuiji_c acid plants
throughout the country. This began with an expension of the Antofagasta
plant (built in 1956) to double capacity, which was ready for operation
at the end of 1965, followed by the constructlon of a plant at Arica,
which began production in March 1966. FASSA is bulldlng another plent at
Vallenar, which will come into operetlon in Decerber l°66 and may run the
“El Salado plant (Chafiaral) now’ oelng bullt by ENAMI wh:Lch will be ready
half-way through 1966, :

- Studies for a plant in the indu'strial"zohe '(S‘entiego—Valpara.iso)

and further plants in the provinces are now inder way.

/3e ‘Projects .
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3. Projects for the manufacture of phosphorus fertilizers

(a) larket

Chile's 1963 consumption of phosphorus fertilizers was 77,000 tons
of phosphoric anhydride (ons).
future consumption give 104,000 tons of PO, for 1968 and 136,000 for 1973.

275
These do not take into account the effects of governnent measures to

CORFO's most recent projections of

increase fertilizer use.

The ideal consumptions for the same years estimated by the ECLA/FAQ
Joint Agriculture Division are almost double the above, that is, 206,000 and
263,000 tons., | ‘

Considering the extent to which the normal growth of consumption
would fall short of these ideal levels, it is obvious that they can only
be attained in the short term by resolute government action. Their
economic importance lies in the fact that increased use of fertilizers
on this scale might result in a huge savings in the foreign exchange
spent on imports of agricultural products - calculated at roughly
15 million dollars a year in 1968-73.
(v) Projects

At the moment there are three viable projects for the manufacture
of phosphorus fertilizers, whose joint capacity would make the country
self-sufficient by 1968:

(1) A calcium and magnesium phosphates factory to be installed at

Valdivia, Qith a fixed investment of 9 million escudos and a

production capacity of 12,000 tons of P a year.

0
(ii) A triple superphosphate factory to replicg the present simple
superphosphate factory at Penco, with an investment of

somewhat over 3 million dollars and a production capacity of
46,000 tons of P,0,
(iii) A triple superphosphate factory to be installed at Rancagua,

a year.

with an as yet unknown investment and a capacity of 50,000 tons

of P205 a year.

(1) The Valdivia factory. This would produce calcium and magnesium

phosphates with 20 per cent P content for local consumption by smelting

0
: 275
imported phosphate rock and serpentine from quarries near Valdivia in
oil-fired reverberatory furnaces.

/This fertilizer
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ThlS fertlllzer would be dearer per phosphorus un1t than the
lmported trlple superphoSphate‘sold at Vald1v1a, but 1t 1s con31dered
that 1ts magne31um content and alkallne nature would Justlfy a prlce
as much as 20 per cent hlgher. ‘ _ '

.The ways in whlch this manufacture can glve’a reasonable rite of
return w1thout ekceedlng the prlce llmlt mentloned are stlll belng
studied. ‘ '

CORFO would prov1de 15 per cent of the share capltal of this project
and would help the enterprlse concerned to obtain the loans needed for'
~1ts 1nstallat10n. :

Ir there are no delavs over its flnanc1ng the factory could begln
productlon at the beglnnlng of 1958, ' ' )

(ii) The Penco factor[. The 51mple superphOSphate plant at Penco

is to be converted for~thenmanufactureuof granulated triple superphosphate
from imported phosphate rock and domestic or imported sulphur, according
to the price situation and the supplies available on.the world market,

- The rallhead cost of the product packed in 80 kllogramme polyethylene-
lined Jute_sacks is estlmated at 71 dollars a metric ton as: against a
minimm of 82 dollars a ton for the imported product under similar
condltlons. '
| The lower cost of the fertilizer produced at Penco would enable
the'enterprlse, if it sold it at the price of its imported equivalent,
to make a 15 per cent net profit 1n hard currency on the total investment
in the new plant ‘ ‘ Lol

CPnFO will ‘take a 15 per cent share’ in this enterprise also; will:
help obtaln the flnanclnc for the hew 1nVestnents on the easiest terms
and will guarantee ‘the loans obtained, '

The factory w1ll come” into production 14 months after-the works -
have begun it is exoected to be in operation by the - beglnnlng of 1968.

(111) The Rancagua’ factorv. From the flgures given above it appears
that, even if no extreme measures are:taken to increase consumption, there
will be deficit of 50,000 tons of phosphoric anhydride in 1968. Consequently,
a second triple suoerphOSphate plant of 50,000 tons/year of P205 will have

no difficulty in selling its output.’

/Studies commissioned



- 80 -

Studies commissioned by CCRFO show that production at Rancagua,
using sulphuric acid from Caletones, would be cheaper than at Concepcidn
by enough to compensate for the increased costs of transporting the
product to the consumption centres of Centre-South.

The use of gases from Caletones would also give the plant a supply
of acid at a constant price that would be unaffected by the situation on
the world sulphur market and would enable it to spend 1,500,000 dollars
less a year in foreign exchange than the Penco plant, which will mostly
use imported sulphur,

In view of these advantages, the possibility of immediately beginning
negotiations for installing the plant is being considered. 1Its construction
will be co~ordinated with expansion works on the Caletones foundry.

L. The present position and future prospects of the
petrochemical industry

(2) General remarks

The Chilean chemical industry's overall contribution to the gross
domestic product is only 1 per cent and to the gross productioﬁ value
of the Latin American chemical industry less than 4 per cent (not
including nitrates).

Its growth rate in 1959-62 was 4,7 per cent a year cumulative and in
1961-63 only 2.7 per cent, as against 12 to 14 per cent in Argentina,
Brazil and Mexico.

Thus, the industry as yet has little importance in the national
economy and recently has not grown faster than the population.

Chile's petrochemical industry at present comprises only the
manufacture of certain final products from raw materials that are almost
all imported. The products are as follows:lalkyd reéins, unsaturated
polyester resins, phenol-formaldehyde resins, urea-formaldehyde resins,
vinyl emulsions, benzene, toluene and xylenes frdm refinery gas, flexible
polyurethane, fo:maldehyde, pehtaerythritol, urea-based moulding powders,*

melamine resins.

* The plants are still being built, but are to begin production
half-way through 1966.

/The total
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The total volume of productlon of petrochemlcal products is about
18,000 tons/year and the total value about 24 mllllon escudos a year.
The largest outputs are of formaldphyde in 37 per cent solution’
(3,500 tons/year), urea~formaldehyis resins (3,000 tons/year), alkyd resins
(2,500 tons/year) and polyester rssins (2,000 tons/year) E

With the expansions projected ‘and the new plants under constructlon,
the total volume of production should be about 42,000 tons/year-in 1970 and
its total value, at present prices, about 40 million escudos a year. The
largest outputs will then be of formaldehyde in 37 per cent solution
(10,000 tons/year), urea—formaldehyde resins (6,000 tons/year), melamine-
formaldehyde moulding powders (4,000 tons/Yeaf), pentaerythritol
(3,000 tons/year), u}éa-formaldehyde moulding powders (3,000 tons/year).
There will also be a new product manufactured - phthalic anhydrlde
(2,000 tons/year, worth about 2, 700,000 escudos). '

At present about 150 persons, including techmicians and workers,
are employed in the manufacture of these products, - By 1970 :the number
will be about 300. : o : e

The technology used for most of the products is up-to-date. In
some cases it is used under license and with payment of royalties.- The -
basic equipment of the industry is imported’ﬂbut unspecialized ‘equipment
such as tanks, simple columns, standard pumps, motors, standard -piping,
etc. is domestically produced. 2
(b) Development programme for the Chilean petrochemical industry

The preliminary work for the installation of a full-scale petrochemical
industry in Chile - itself decisiVe for the éctivation of the now stagnant
chemical industry - is in the hands of CORFO and its affiliate the
Empresa Nacional del Petréleo (ENAP), |

This work may be summarized as follows:

(i) studies of the technical and economic. fea31b111ty of the

petrochemical complexes that seem suitable -for Chile.

(ii) Formmlation of a development policy for the industry, in order
to co~ordinate the efforts of the‘difrerent private and state
sectors interested in developing it. This was recently given

‘ the go-~ahead.

/(iii) Selection
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(111) Selection of the processes and technologies most suited to
local conditions.

(iv) Investigation of prospective export markets for some of the
future petrochemical productions, with particular reference
to the LAFTA countries.,

(v) The installation of the basic petrochemical industry, i.e. the
industry which will manufacture the basic raw materials for
different petrochemical complexes and satellite plants, in
accordance with a pre-established programme. .

(vi) Promotion of the installation of petrochemical complexes and
satellite plants., This promotion essentiaily consists in the
creation of conditions that will attract private investors
to the industry in a manher conforming to technical planning
requirements and with state partnership when this is conducive
Yo integral and balanced development.

(¢) Petrochemical complexes

From the information available it appears that the programme for
the development of the industry during the next 5 or 6 years will involve,
for a start, the installation of the following complexes:

(i) Bthylene complex. Chief units:

Naphtha cracking plant for ethylene:
Initial capacity: about 30,000 tons/year of high~purity ethylene.

Main by-products: propane-propylene, butane-butylenes-butadiene,
methane-hydrogen, gasoline by pyrolisis.,

Electrolytic chlorine-caustic soda plant:
Initial capacity: 20,000 tons/year of chlorine.

Main by-products: caustic soda in 50 per cent solution,
hydrochloric acid.

Monomer and polymer (PVC) vinyl chloride plants:

Initial capacity: 15,000 tons/year of PVC in its main types.
Main by-product: ethylene dichloride.

High-pressure polyethylene plant:

Initial capacity: 15,000 tons/year of polyethylene in its
main types.,

/The total
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The total plant investment of this complex will be about 25 milllon
dollars in foreign exchange and local currency.
(ii) Ammonia complex., Initial units:

Plant for production of ammonia by reformation of natural'gas
with water vapor: e

Initial capacity: 1,000 tons/day of anhydrous ammonia.
Main by-~product: carbon dioxide.
Nitric acid and ammonium nitrate plant:

Minimum initial capacity: 100 tons/day of granulated ammonium
nitrate.

Urea plant:

Minimum initial capacity: 91 tons/day of urea crystals and:
powders,

The complex might also include a methanol plant.
- Its minimm plant investment will be-about 30 million dollars,
(iii) Aromatic residues com plex. Units:

Reformatlon, -extraction and separatlon plant for benzene,
'toluene and the xylenes, : -

Phthallc anhydride plant.
" Phthdlic plastlclzers plant
Terephthalic acid and/or dlmethyl terephthalate plant.

Cyclohexane, caprolactam, monomer styrene and other plants mlght
be included, if circumstances justify.

The initial capacities and some of the sequences and processes have
not yet been detérmined, However, the total plant investment involved
will be at least 30 million dollars in foreign exchange and local currency.

(iv) Acetaldehyde complex. Units:
Acetaldehyde plant.
Vinyl acetate plant,
Acetic anhydride plant,
Higher industrial alcohols plant.

As in the preceding case, the initial capacities of this complex
have not been exactly determined. However, the total investment involved
will be not less than 25 million dollars.

/To sum
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To sum up, the petrochemical development programme will involve an
investment in new plants of around 120 million dollars in 1966-1970.

The effects on the balance of payments of the installation of the
complexes described are shown in table 43, It there appears that the
foreign exchange investment needed for each plant will be recovered in
an average of two years after it has begun production.

About 900 persons, including technicians and workers, will be
employed in the manufacture of the products mentioned.

Table 43

CHILE: PETROCHEMICAL PROGRAMME, ESTIMATED FOREIGN EXCHANGE SAVINGS AND/OR EARNINGS

{Base year, 12@)

Foreign Foreign Tina of
Tmports Import Exports component  exshange recovery

‘ substitution in produc~ savings or of the

Potrochemieal complex M1lien Milion (millj, (million ion sosts earnings y foreim
dollars eseudos on dollars) (million (million component

dollars) dollars) dollars) (vears)

I, Ethylene complex 150 38,0 99 - 1.9 8.0 1.9

11, Ammonia cemplex 1840 46.0 Selt 745 1.7 1.2 1.6

IIl, Aromatic residuss compe 2040 €140 1040 1040 545 14,5 14

IVe Acetaldehyde complex 15.0 38.0 545 Wop/ 1259/ 740 2.1
(average)

¢/ Not including amortization of the imported component.
b/ Inoludes exports of all the aldehyde producede
8/ Includes imports of basic inputs from LAFTA ccuntries (estimated value)e

/E, THE
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E. THE PETROLEUM INDUSTRY

1. General remarks

In June 1950 the Empresa Nacional de Petrdleo (VNAP) ~ an affiliate
of CORFO ~ was created by Law N° 9,618, -

According to the text of the law and its own statutes, ENAP was’
to exercise all the functions and rights of the State with regard to the
explorntion'énd exploitation of petroleum deposits and the refining and
sale of the petrdleum obtained from them and its products and by-products, .
In this‘capacity it was to build, instal, purchase and operate. plants for-
the treatment,‘tranéformation, refining and use of petroleum, its products
and by-producté. It began, therefore, to train the technical personnel
it needed, draw up working plants, step up drilling operations, carry out
production installations and plan processing and recovery plants that would
allow a full-scale exploitation of petroléum, natural gas and their. products,

By 1952 it was able to open a gasoline plant at Cerro‘iianantiales = .
to supply the fuel needs of the province:of Magallanes, - In 1954 a refinery
at Conc6n was finished and began to operate normally. In’ 1958 this
refinery was expanded and began to satiSfy"most~of domestic fuel needs.

In 1962 a plant at Cullén, Tierra del Fuego, came into operation and in
1963 the engineering work on a refinery at Concepcién began. In June 1965 -
ENAP's board approved the construction of an ethylene plant, which will

be the basis of the first petrochemical complex, = - /

As is inherent in this industry, ENAP has had to undertake a whole
series of activities such as the building of roads, ®il pipelines, gas
pipelines, pumping stations, camps, housing, workshops, airfields, marine
terminals, etc, ‘ ’ '

EiiiP's stafting capital was 876,000 escudos, It is now 320 million
escudos, Its last published balnnce (196L) showsd 7 profit of 42 million

escudos,

/2. gef;negi;;



2 B,g fineries and plants

CORFOts first concern, particulariy after the discovery of the
Manantiales deposit, as also ENAPig, when it had tezken charge of the
industry, was to give the country the refineries and plants that would
enable the recently discovered rzw material to be processed, The first
to come into operation was the Manantiales gasoline plant (1952), which
processes natural ges, stabilizes crude petroleum and maintains pressure
in the deposits, Its original processing capacity was 850,000 cubic metres
of gas a day, now raised to 1,400,000 cubic metres a day. It supplies
all the motor vehicle gasoline, kerosene, diesel oil and liquid gas needed
by the province of Magallanes, In 1962 a plant that produces propane,
butane and natural gasoline from natural gas came into operation at the
Cullén deposit, Its processing capacity is 2,800,000 cubic metres of gas
a day, The liquid gas produced by the Manantiales and Cullén plants is
partly consumed in Magallanes, partly sent up North where, combined with
the production of the Coneén refinery, it satisfies the whole of domestic
demand, and partly exported,

The Concén refinery was officially inaugurated at the end of 1955.
Like the plants mentioned above, it was built by Chilean technicians and
workers, Its initial processing capacity was 3,200 cubic metres of crude
petroleum a day, which was expanded in 1959 to 7,000 cubic metres a day,
It now has cracking, catalytic reformation and alkylation units that
ensble it to produce high-octane gasoline for motor vehicles and aircraft,
fuels such as kerosene, diesel oil and fuel oil, and a number of solvents,

At the end of 1962 work began on a further refinery at Concepcién,
It will have capacity for 5,700 cubic metres of crude petroleum a day and
will include distilling and vacuum, catalytic cracking, viscosity reducing
and catalytic reformation units, It is expected to come into operation
in 1966, The two refineries combined will be able to satisfy the whole
of domestic consumption of gasoline, kerosene and diesel oil until 1970,

The Lummus Company is now designing an ethylene plant for Chile
with a capacity of 30,000 tons/year, which is expected to come into
operation at the end of 1967. This will provide the raw material for the
manufacture of the plastic domestically used.

/3. Production
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3. FProduction

 Table %44 shows the evolution of domestic production of crude

petroleum and natural gas since it started, . .
Toble Mi
"CHILE: TOTAL PRODUCTION OF CRUDE PETROLEUM AND NATURAL GAS.

(Thousand cubic metres)

- o —

2w e - -

Year petroloun o e
1949 9 R Lk
1950 100 200
1950 - o 121 143
1952 o W5 e S92
1953 o o 200 s 2m
1954 . 276 o387
1955 . uo L L
1956 - 563 - 7/
1957 ‘ . 690 : 796
1958 4 885 i 1336
1959 1022 - 1 815
1960 1150 o 27194
1961 1 473 " 2 549
1962 1 858 3 560
1963 2 099 5 155
1964 2 176 6 281

— - -

In 1965 2,746,490 cubic metres of crude, of which 785,100 cubic metres
were iluported from Venezuela, and 6,214,650 cubic metres of natural gas
were processed, Approximately 40,000 cubic metres of natural gas were

exported to Argentina and Brazil.

/Output of



Output of refined products in that year was as shown in table 45.

Tablo L5
CHILE: NET OUTPUT OF REFINED PRODUCTS IN JANUARY.SEPTEMBER 1965 g._/

Product ::b;:s Product z::::'
Light products Hea roduct

Standard gasoline 675 480 Fuel oil No 5 152 770
Speoiel gasoline | 88 500 Fuel o1 X° 6 305 930
Aviatien gasoline 80/87 4 230

Aviation gasoline 100/130 27 510

Avietion gasoline 115/1k5 2 120

Kerogene _ 222 620

Diegel o0il 364 780

Liquid gas 317 o030

Solvents Other products

Liquid petrolatun 2 50 Reformation hydrogen 70
Paintera’ naphtha 10 320 Gas 01l 1 320
Solvent naphtha N° 3 2 730 Liquid fuel oil I+ 010
Solvent naphthe N° |4 200 Industrial naphtha 360
Solvent naphtha N° 7 70 Non~sulphonable diesal oil 30
Reformation solvent 160

&/ Excluding ENAP'S internal censumption.

/The figures



The figures given include the outputs of the gasoline plants and
of the Conedn refinery, In addition, 67,280 cubic metres of propane
and 20,620 cubic. metres of butane were produced in Magallanes during the
"perlod. | ,
~ The output of refined products is expected to increase by about

8 or 9 per cent a year in future, dependlng on consumption,

L. Employment and manpower productivity

' ENAP's total personnel in 1965 was as follows:

Table L6

CHILE: PCRSONNEL EMPLOYED BY ENAP

‘Location S Staff o Workers
Santiago =~ - . . ‘ 169 ' 18

.Concén , 576 L 439
ancepcién : L9 ;63
Puerto Varas ; 9 . - ‘ 62
" Magallanes 779 1 191
Total | 1682 1.923

By and large, =NAP's technoleéy; operating conditions,. manpower
productivity, etc., are slightly inferior to the average in the United States
petroleun industry; but certainly better than those of any state‘company
in other countries. . |

' The sales prlces of the refined’ products are similar to thelr
international prices plus intermment dues. ..

The development of the 1ndustry depends prlmarlly on the evolutlon of
domestic consumption of refined products and on the_prospectlon and discovery
of new petroleum and natural gas reserves. If large‘eneugh reserves of the
latter are found, new plants might be built for the production of liquid
gas for export,

/F. THE
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F. THE METAL~TRANSFORMING INDUSTRIES

1. Apparent consumption, production and imports

The metal-transforming industries have contributed enormously to the
development of the manufacturing sector in Chile, In 1957 they accounted
for 10,8 per cent and in 1964 for as much as 17.0 per cent of the industrial
value added,

Table 47

CHILE: GROSS DOMESTIC PRODUCT OF THE METAL~TRANSFORMING
INDUSTRIES, AT MARKET FRICES

(Millions of 1957 escudos)

Hetalw Manufac-

transformin turing Percentage

Years industriesg industry A 100
A B B

1957 61.3 566,6 10.8
1958 62,6 577.9 10.8
1959 7840 546.8 14.3
1960 72.2 563,8 12.8
1961 7345 550.7 13.3
1962 86.9 580,8 15,0
1963 95,5 595.5 16.0
1964 111.0 . 65444 17.0

Taking 1957 as base (= 100) and assuming a constant currency, in 1964
the value added by the metal-transforming sector was 181, that of
manufacturing industry 115.5 and that of the economy as a whole 128,3.

The gross value of metal~transforming production rose from 114.8 million
escudos in 1957 to 210,8 million in 196/ (escudos of 1957), which gives an
83.6 per cent increase for the period (slightly larger than the increase in
the product of the sector). It is hoped that by 1970 it will have reached
261.8 million 1957 escudose

/The fastest
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The fastest growths have been in group 34,* basic metals, and
group 35,* metal products, The formeér includes the iron and steel
industry which, from its special nature and importance, will be
analysed separately.

Table 48 shows the growth of phjs:n.cal output in certain specific
hea.dings.

Table 48

CHILE: PHYSICAL OUTPUT INDICES FOR CERTAIN PRODUCTS OF
THE METAL~TRANSFORMING INDUSTRIES

Products 1961 1962 1963 1964 1965 _a/

Steel for rolling 100 132 132 147 160
Cast-steel parts 100 106 108 128 155
Steel parts for railways (a.xles, ‘

wheel rims and bogies) 100 155 104 67 100
Wire and nails 100 151 164 228 253
Screws and similar products 100 123 149 130 164
Piping and tubes 100 115 133 174 156
Wrought tools 100 106 120 110 114
Enamelled iron kitchen ware J00 108 102 106 107
Steel spades 100 126 87 117 120
Tin-plated containers : 100 130 120 134 136

- Preserves 100 141 129 154 162

- Miscellaneous uses 100 107 107 116 123

-~ Milk and dry products 100 135 118 118 108
Steel containers (drums, buckets, etc.) 100 150 134 150 159
Cylinders for liquid gas 1co 212 171 188 190
Electric motors b/ 100 156 222 351 L4
Electric welders 100 115 9, 1ll2 118
Domestic appliances

-~ Refrigerators : 160 133 193 203 288

~ Electric washing machines . 100 123 157 212 279

-~ Gas and electric water heaters 100 157 200 191 172

-~ Gas and electric cooking stoves 100 128 163 155 199

Source: Chilean Steel Institute (ICHA).

8/ The figures for the secend half of the year are estimates by the firms
themselves.

b/ Includes only motors sold as such by the manufacturers, not those that
form part of appliances produced by the same manufacturer,

* Major groups of the United Nations Intermational Standard Classification
of All Economic Activitiess

/Considerable advances
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Considerable advances were made in the phy51ca1 output of aJ.most
all the products 1lsted in the table, R

The sa.tuatlon ;Ln foreign trade of metal—transfomﬁng products isy, -
however, highly unfavourable. In the last eight years :hnports averaged
over 230 million dollars a year, or nearly half total imports, and exports:
barely 20 million a year, or less than 5 per cent of total exports. There
is, thus, ample room for import substitution in the sector, particularly
of machinery, apparatus, tools and transport material, '

2, The iron and steel industry

Apparent consumption of steel products has "a\'réragéd oirer 500,000 metric
tons/year of steel ingots over the last seven years, ‘and.in 1964 was over
727,000 tons, Between the first and last of these years, 1958 and 1964,
it grew by over 340,000 metric tons, or almost 89 per cent (see table 52). |

Domestic production has grown at a rate similar to that of apparént
consumption. It began in the years preceding the Second World War and
during the th:.rl:.les and forties reached levels ranging from 20,000 to -
44,000 tons. It was then carried out by four enterprlses, which manufactured
chiefly bars and small shapes and some of which had re-rolling mllls for .
basic product and rail raw material,. '

When the Steel Company of the Pacific (Compafifa de Acero del Pacifico - -
CAP) began its operations one of these enterprlses shut down and one merged '
with it. - ' )

In 1950 a new _inteérated plant producing a broad range of products
came into operation; ‘Since then domestic production has shown a constant
increase, reaching 420,000 tons of finished products, the equivalent of
600,000 metric tons of ingots, in 1964, .

This output is achieved by maximm use of the existing installations,
in which considerable technological changes have -been made in order to |
increase their productivity. Howover, since domestic con_sump_t_j.& continues
to grow and there are now prospects of exporting to other Latin Ameriean”
countries whosé own outputs are insufficient, the Company has begun expansion
works that will increase anmual output to 1,000,000 metric tons of steel
ingots in the next three yea.rs, which is expected to glve over 800,000 tons/
year of rolled products. IR o

. RGN PR s ’/Imports of
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Imports of rolled products have fluctuated cons:.dera.bly, but have
shown an overall downward. trend. They cons:.st most]y of products not
manufactured domestlcally, in partlcular spec1al steels, seamless. tubes '
and other products of unusual d:.menswns or properties. :

Even though’ mports have been i‘alrly large in absolute terms, thelr
share in supply has been decreasing notably. Thus, they represented 31 per
cent of total consumption of rolled products in 1955, 25 per cent in 1956-60 -
and only 10 per cent in the last four years (table 50). 4

Exports of iron and steel products have also fluctuated, because they
consisted of surpluses that did not find a sale on the domestic market.

They have shown an overall decliqe of the same magnitude as the increase
in domestic demand (table 51). | e

Table 53 shows the distribution of iron and steel products sold on
the domestic market by sectors of final use. The largest consumers are
the industrial and construction sectors. ' ;

Projection of the apparent consumption of iron and steel products by
correlating it with the national. fncome (assumed to grow by 5.5 per cent a
year) gives a figure of over 1 million metric tons of mgots for 1970 and
over 1,700,000 for 1975. ' Lo

Present characteristics of -the metal-tra.nsfo g mdustrle

In 1964 the metal—tra.nsfomlng mdustrles employed almost 60,000 persons, .
over 19,000 or 48 per cent more than in 1957. '

A study made in 1961 showed that about 85 per cent oi‘ the employees ,
were workers, the rest being staff,

On avera.ge 30 per cent of the workers engaged in production tasks
were trained, However, the percentage varied great],v over the different
groups. In group 37, manufacture of electrical machinery, apparatus,
appliances and supplies, it was only 17 per cent but in group 36,* manufacture
of machinery, except electrical machinery, it was 41 per cent,

55 per cent of the workers employed in the maintenance departments were
trained.

* Major groups of the lnited Nations Intemational Standard Classification
of Al) Fconomic Activities.

/The overall
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The overall (average) composition of the industries! lower-grade
personnel was: 29 per cent skilled workers,.26 per cent semi~skilled
workers, 25 per cent assistants and foremen, 14 pér cent day-labourers
and 6 per cent service personnel, Of 'stai‘f, 68 per cent belonged to
the administration, accounting, sales and services departments, 4 per
cent were engineers, 11 per cent technicians and 17 per cent préctices
{graduates from industrial schools), o

In 1957, the last year for which there are census data, the size
distribution of the sector by number of employees was as follows: 66 per
cent of the enterprisea employed 5 to 19 persons, 27 per cent 20 to
100 persons, and 7 per cent over 100 persons. Thus, small enterprises
still predominate.

Only 52 per cent of the industries' equipment in 1960 was over.
10 years old, as against 60 per cent in the United States. They are,
therefore, relatively up-to~date in this respect.

L. Analysis of cost facto

The production costs of manui‘actur:ing industries depend primarily
on their rate of use of their capital (real property, financial capital
and equipment),.labour costs and raw material costs, to a secondary extent
on their energy, fuel, lubricant and accessory material inputs, and to a
certain extent on such factors as tax liabilities, import duties, service
costs, rents, interest payments, etce

The chief cost element in the Chilean metal-transforming industries
is as a rule their raw materials. There follow, in order of importance:
compensations to personnel, profits and other expenses, taxszs, energy,
fuels and lubricants, and interest payments (table 74).

/Table 49
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Table 49 .
CHIIE: OUTPUT OF THE IRON AND STEEL INDUSTRY

(In _toms of finished products)

. . . er .
— - — - sl

Products . 1951 1955 1960 1964
Pig iron ‘ 220 202 227 434 265 950 437 076
Ingots 195 340 314 022 452 594 574 958
Semi~finished products 152 200 268 942 354 LT7 473 524
Bars ‘ Bl 660 123 790 124 808 185 548
Shapes ‘ - - 7488 11 806
Axles 6077 12316 12064, &
Thick plates 19 316 31917 4820 51 955
Thin plates 11 09 36 163 59 136 98 88l
Galvanized plates 9268 13 712 18 463 41 572
Tin plate 12 O47 17 780 14 725 26 990
Tubes less than 300 mm diameter 3 801 5 385 ° 350 g g .
Tubes over 300 mm diameter ' - 3128 :
Structures, etc. ' 5 000 4 019 5115 -
Culvert sewers - L 465 e - -
Adjustment for internal consumption (7 760) (15 681) (21 691)
Semi-finished products 13 182-
Total finished products 148 265 238 787 283 708 418 076

Sources: Steel Company of the Pacific (CAP), INDAC S.A, Establecimientos
Metalfirgicos and Factory of Materials for the Army (FAMAE),

&/ Included in thin plates,

/Table 50
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Teble 50
CHILE: ITIMPORTS OF IRON AND STEEL PRODUCTS

(In_tons of products)

Products 1951 1955 1960 1964
Bars for concrete 1 496 - 3 108 1630
Bars for other uses 14 634 12 943 6 187 2 303
Light shapes ‘ 1 665 3 000 2 563 499
Wire rod and wire 12 058 3053 3301 3828
Heavy shapes L 68l 2153 7562 16 381
Rails and rail track
accessories 26 232 7233 11 208 36 071
Semi-finished ingots 1 006 505 188 52
Steel rails for mills 6 866 12274, 13 91 8l
Special steels 705 327 860 1 064
Plates 4,75 mm thick or over 503 30 287 201
Sheets less than 4,75 mm thick 2 756 1476 393 3674
Tin plate 1534 265 1 822 179
Unspecified plates 4 931 3 078 501 688
Seamless steel tubes 4 223 6 202 3089 11 509
Seamed steel tubes 6 335 9303 303 23203
Unspecified tubes - - 1 705 175
Total steel products 89 625 61 841 63 292 101 538
Armour-plating for ore crushers 2 780 1 564 1 270 884
Cast tubes L 445 680 1 523 402
Fittings and accessories for piping 1 487 1112 479 8 873
Total 9833 65197 66564 111 6%

/Table 51
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Table 51

CHILE: EXPCRTS OF IRON AND STEEL FRODUCTS

(In_tons_of products)

. Products - 1951 : 1955 - 11960 © 1984

Baps fof concrete 5605 13504, 25 724 380
Bars for other uses - 3 672 5681 -
Light shapes - 345 - -
Wire and wire rod 587 150 4 698 -
Heavy shapes - - - -
Rails and rail track

accessories 16 : - - 1 440
Ingots and semi-finished R

products - - - 2 995
Flates 4.75 mm thick ,

or over 3 466 12 000 10 000 -
Sheets less than ‘1.;.75'-'mm- S o e

thick B : 8 12 795 52 269 - - 16167
Tin plate - - ¢ - -
Unspecified plates - - - -
Seamless tubes 750 - 7 -
Total steel products - 10 432 42 466 8319 200982
Pig iren ingots 39 151 - 300 -

. Total 49 583 42 166 98 679 20 982

3
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Table 52

CHILE: APPARENT CONSUMPTION OF IRON AND STEEL FPRODUCTS
(In_tons of finished products)

1960

Products 1951 1955 1964

Bars for concrete L7 878 63 767 40 030 99 708
Bars for other uses 27 870 23 093 38 203 55 952
Light shapes 1 665 9 494 10 051 5 253
Wire rod and wire 27 908 28 761 23 068 50 436
Heavy shapes 9 681 6172 12737 16 381
Rails and rail track accesories 26 26 7 223 11 208 34 631
Ingots and semi~-finished products 22 27 13 633 17 746 10 239
Steel balls for mills 6 866 1227, 1394 81
Special steels 705 327 860 1 064
Sub~total for non-flat products 171 006 164 74k 167 844 273 745
Flates 4475 mm thick or over 16 353 19 947 38 528 52 156
Sheets less than 4.75 nm thick 29 189 51 318 42 141 127 965
Tin plcte 13 581 18 044 16 547 27 169
Unspecified plates 4 931 3 078 501 688
Sub-total for flat products 64 05, 92387 9LTLT 207 978
Seamed steel tubes 727, 8587 11 560 21 337
Seamless steel tubes 6 335 9 303 303, 23 203
Unspecified steel tubes - - 1 705 175
Submtotal for tubes 13609 1789 16 299 LL TS
Total steel product s 24,8 669 275 021 201 860 526 438
Pig iron ingots 29 668 11 730 514 8 708
Arnour plating for ore grinders 2 780 1 564 1 270 884
Cast tubes 4 Li45 680 1 523 402
Fittings and accessories for piping 1 487 1112 479 8 873
Total 287 OK1 290 107 205 646 545 305

/Table 53



99:=

Teble 53-

CHIIE: AFPARENTCONSUMPPION OF -IRON AND STEEL PRODUCTS. BY
- SECTORS OF IBE

(In_tons of ingots)

Sectors 1958 1960 1962 1964
Agriculture 492 - 187 - 4,08 G 468 .
Construction 92 377 72 564 124 791 130 285
Industry 88 304 133 236 219 677 275 W5
Transport 36 508 56 225 86 650 84 141
Mining 7, 278 75 007 60 176 57 400
Petroleum 18 774 10 020 5 368 36 820
Hardware shops Coe o

and use unknown 74 901 41 307 131 547 142 815
Total 385 634 388 526 628 617 72100
.Table 54

CEIiZE: r“RCSE‘) PRODUCTION VALUE OF TH.E M?-TAIPTRANSFOR TNG INDUSTRIES

(In thousands of 1957 escudos)

0 up: 7=é:

"’5 a8/ Groun TG ~34_*,; 3 a/

Basic %tal g chlnery 'Eféct,rlcg_ "'ran’*"p"é‘

metals products (excluding machinery, material Sectoral
Years electrical apparatus, total

machinery) appliances,
supplies

1957 64 531 22 351 8 363 8 002 11 515 114 762
1958 63 885 23 469 1 541 9 116 9 788 117 799
1959 85 374 28 319 10 922 10 337 12 666 147 618
1960 72 919 29 347 10 286 11 164 13 242 136 958
1961 68 531 37 103 9 534 11 925 12 090 139 183
1962 91 311 42 601 8 614 12 201 10 018 164 745
1963 98 086 51 340 10 454 12 569 9 212 181 661
1964 124 268 53 500 11 500 12 500 9 000 210 768

8/ Major groups of the United Nations Intemational Standard Industrial
Classification of All Economic Activities.

/Table 55




Table 55
CHILE: PROJECTIONS OF THE METAL-TRANSFORMING SECTOR

(Thousands of 1957 escudos)

Value | Gross

Years of ’ value
production g/ added 2/

1965 | 199 822 11, 947
1966 213 011 124 180
1967 226 938 ' 133 855
1968 21 692 144, 027
1969 oL 151 359
1970 261 752 158 701

3/ The figures projected result from the equation of regression with
some modifications to allow for the steel enterprises! production
prograumes, - o

b/ The concept of the gross value added is used because it is impossible
tn calculate depreciation on the information availabvle,

/Table 56
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~Table 56

CHILE: IMPCRTS OF METAL PRODUCTS

(Thousands of dollars)

Tariff section 1957 1958 1960 1961 1963 1964
Section X g/ : _ A T P
Motallurgis preducts 2781 3281 31708 36496 Ry U324
Section XI of e e

Machinery, equipment )

and tools 104 408 104 863 104 238 132 362 ‘152735 157 702
Seotion XII a/ ‘

Trensport material o

and equipment 84307 55386 77 267 115 129 7# 883 24 138

Total . 216 529 193120 213 213 283 2Q 52 25 gzz'_gz_

Source: Anuarios de Comersio B:terior,cugtopg'&xperﬁtmdenv- -

a/ Seotion X somprises: o A
Group 54: Iron and stul

Group 55: Other rcnod and oa.st metals
and their alloys

Group 563 Motal materials for unspecified uses
Group 57: Iron and steel artefacts
Group 58: Artefacts of other metals

Section X1 comprises:

Group 53: Mining mashinery, apparatus,
equipment and tools

Group 60: Idem for agriculture
Group 61: Idem for industries and trades

Group 62: Driving engines, bollers and
their spare parts

Group 63: Elsotrical machinery, apparstus
snd supplies

Seotion XII o pes?

Group 64: Machinery, oquipment and -
' ’ mteriais for railwya a.nd' )
tramvays

Group 65: Marine craft and equipment

Group 66t Vehioles unspesified and
their spare parts

/Table 57
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Table 57

CHILE: EXPORTS OF METAL PRODUCTS

(Thousands of dollars)

1957 . 1958

1960 1961 1963

1964 ,

Section X a/
Metallurgic products 20 156 25 613
Section XI af

Machinery, equimment
and tools 6715 27

Section XII a/

Transport material

and equipment L34 143
Total 225 2600

18 406 13 326 5 975

15 2 147 645

21, 904 354
1903 163717 69U

38 227

1 345

1598

Source: Anuarios de Comercio Exterior, Customs Superintendency,

2/ See preceding table,
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Table 58

CHILEs BASIC DATA ON THE METAL-TRANSFORMING INDUSTRIES, BY TYPES OF INDUSTRIES, &/ 1957

H

Salart Now | Current t
12?’ N of | Average and ,:::: tnvest- | mmut;- Tnsome | Z:?::
An. | establish~ employe wages inotalled naggs 1ture (100 (100
.ft;‘;‘ ments ment oa(tggos) (HP) ~ssoudos) - egﬁgoa) esoudse) sgcudos)
|y (udy | ks | 173 [ 16878 | 32796 | Sboash | 330156
1 | 56 [ 96 | Sy | 10w&m | 161015 | 70U | ML 1sh | 282 350
32 31 | 2201 12 78849 22 486 | 7733 57 436 99 060 L7 206
35 312 12 839 46 628.5 9% 106 © 9936 111 382 215 927 123 312
36 181 4 a4 19 21749 7512 | 5184 | 3 101 .82 U6z 51 564
2 B0 | 3236 | WA | 230 | .22 | 365k | 7660k | 50 328
38 2l 6 9u9 2787948 6 9% - 387 47 883 114 624 71 153
981 13 |9y | wasg | 93 o1 | 3069 | 13805 | 10795
382 7 1 456 . 6By 2977 1290 byl ¢ 18 236 14 824
383 26 661 2 25809 684 .7 382 | 93k 6 002
38y | 176 | 3233 | 12 34.3 138 ¥8 | 380 | G50 | 3267
285 11 136 37747 143 200--{- 1242 | 2248 1119
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Seurces Third Natienal Census ot }hnumotm-ea, Statistics and Censuses Depariment, Ministry of

&/ According to the United Nations International Standard Ind\mtria.l Cla.ggifioa.tion ot all Bconom.to

Aotivities,.
Table 59 o
CHILEs COST FACTGRS IN FRODUCTICN OF METAL PRODUCTS, 1961
Paotors Groupa ¢ : . ‘Totel
* » % ¥ E
1. Use of capital 3;33 348 1696, - 1470 -~ . 279 272
2o Labour 16,80 21,70 23470 28,20 26490 21,10
3¢ Raw materials - 45,10 35470 "2l ko 28,00 39450 37450
lie PEnergy, fuela and s ' o
lubricants » T 7y04 341 3629 2.0 2619 4,62
5S¢ Taxes 8083 5.""1 6001‘ BGW 5093 6‘93
6. Interest 1.61 2.36 2028 2.66 3001 2409
7e Other expensas 411 14,97 3925 L0l 737 6591
8o Not caloulated b/ 13,18 1397 35408 2913 12,30 18,13
Total 100,00 100,00 100,00 100400 100.00 100400

&/ According to the Unlted Naticns, Interns

 Aetivitiess b/ Includes profitse




G, THE ELECTRONICS INDUSTRY

The Government has resolved to promote this sector - one of the
newer fields of industry - through CORFO,

Up till now it has been developed entlrely by private capltal,
with practically no government intervention or support, and has consisted
only of the assembly of electronic apparatus for domestic use (radios,
gramophones, television sets, etce), carried out on a commercial rather
than industrial basis.

The government programme will be aimed at the domestic manufacture
of electronic components of general or specific uses and of certain
products basic to any development plan for the industry and the manufacture
or assembly of products of greater technological value, engineering
products, electronic equipment for industrial use, etc,

The production lines envisaged are roughly as follows:

(a) Assembly of television sets

Production of about 80,000 sets a year, with a domestic component
of at least 85 to 90 per cent of their value, is envisaged for the end
of the decade, to be achieved by a horizontal integration processs

Specific manufacturing projects have already been approved and
programmes for a progressive increase in the domestic component established,
These will not only economize on foreign exchange but raise the technological
levels of domestic industry,

(b) Other manufactures and assembling of electronic apparatus for

domestic use

An increase in the quantity and the domestic component of present
production of radios, radiograms and gramophones is envisaged., These
manufactures would be essentially for domestic consumption, except that
of gramophones, which might be exported to LAFTA countries.

There are also plans to begin the assembly of tape~recorders, again
with a progressive increase in the domestic component.

/(¢) Electronic
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(c) Electronlc _parts,#i‘or radlos and television sets in _;partlculg_:g

Domestlc production of the follow:mg parts is envisaged: cathode
ray tubes, deflection yokes, synchronlzers and fly-oacks for television
sets, for export to LAFTA countries as well as local consumption;

speakers, coils, transformers, potentiometers, condensers, keyboards, etce

for «various electronic apparatus,  The condensers, keyboards and
potentiometers would be consumed locally and the speakers, tfansfomers
and coils consumed locally and exported, -

 The possibility of manufacturing specialized parts for export to
extraregional markets (e.ge the United States), by making well=-calculated
use of the country!s natural and human resources and surplus capacity,
has not been ruled out," '

The initial studies for the production-of radio and television
parts are nearly finished and several projects for their manufacture
submitted by domestic' industrialists have been approved. - '
(d) Manufactures basic to the industry's development -

The domestic production of articles basic to any programme for
developing the manufacture of electronic final products or components
is envisaged, in quantities and with qualities and prices in line with
the needs of the domestic and LAFTA markets, These would include
enamelled wire, ferrites, special magnetic materials, copper—clad, etce
(¢) Manufacture of professional electronic equipment

This would include radio and television transmission equipment,
which could suitably be manufactured domestically once the national
telecommmnications network is completed and these media are extended

throughout the country.
The possibility of stepping up the manufacture of VHF radio-
communications equipment, carrier system equipment, etc. is also being

considered with special reference to transmissions to rural areas.

/(f) Manufacture
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(f) Manufacture of automatic control, telemetric and telecommand
squipment ‘ ‘

This would comprise a broad range of productions, which might be
undertaken basically with a view to external markets and with the idea
of concentrating technical and economic resources in lines chosen in .
accordance with the characteristics of the particular market aimed at,

It is also intended that the manufactures mentioned in (e) and
(£) should be carried out with a view to LAFTA trade and complementarity
programmes, which might cover equipment ready for use or the parts needed
for such equipment, _

Finally, the Government has resolved to take advantage of the
interest shown by the private sector in the manufacture ef television
sets and their parts in order to promote the develomment of manufactures
of other electronic products of domestic use for home consumption and
export. Vith this end in view, it is prepared to finance through CORFO
projects for the manufacture of elec'_cronic' parts for export under LAFTA
industrial complementarity agreements or éven to third countries.
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Chapter V
POLICY MEASURES FCR INDUSTRIAL DEVELCPMENT

1, Govermment industrial promotion activities

. The general govermmental policy for industrial pramotion is
oriented toward the following objectives:

(i) To take fullest advantage, in an orderly fashion, of the
country’s naturai regsources which lend themselves to
industrialization;

(i1) To direct the internal structure of the industrial sector, in
suchva way that the fullest possible camplementarity may be
reached through large~scale operations which fully utilize such
resources;

(iii) To increase productivity in existing enterprises, by renewals,
supply priorities, etce;

(iv) 'To influence industrial production cost structure in order to
put it on a sound basis for international competition,

Government pramotion in Chile is almost entirely directed by its

agency, CORFO, This proamotion is accamplished in various wayst Iin samme
cases on the basis of technical and economic studies determining activities
whieh ought to be developed; in others through incentives to and contact
with the private sector; in other through the setting up of state or mixed
enterprises,

CCRFO provides financial help to the country's general industrial

development through damestic or forelgn currency loans and guarantees,
for financing part of the acquisition of the fixed assets needed for new
industrial projects or growth of existing industriese

CORFO in addition finances directly those industrial projects which

have not interested the private investor but which are necessary to the
country, helpful to its economy or basic to future development in a given
industrial sector, '

‘ Direct government investment may be directed toward gaining wider
markets or discovering new resources sultable for industrialization,

/Goverrment financial



Govermment financial promotion is accomplished under sectoral
prograrmes, several of which have been analyzed in chapter IV,

In addition to this direct financial aid to industrial projects in
the private sector, CORFO makes recommendations cdncerning private banking
credit operations, thus maintaining a consistent policy for most of the
financlal sources used by industry,

In addition, to encourage certain new and important industrial
groups, to pramote investment by foreign capital, and to stimulate certain
areas of the country, tax and customs exemptions have been legally -
established,

Finally, institutes have been set up to assist productivity in various
industrirl sectorss Usually international organizations collaborate with
the Chilean govermment in the establishment and financing of these institutes
in order better to channel the foreign technical assistance necessary for
Chile's development., Currently in operation are the Fisheries Development
Institute, Forestry Institute, Technical Assistance Service, etc,

2o [Lustoms protection

According to the Chilean laws concerning foreign trade, anyone may
Import any quantity of a particular article, provided that it is listed
as a permissible import and complies with whatever regulations are pertinent,
Thus, Chile grants freedom to import, subject to regulations for directing
and controlling the flow of imports, .

At first, the most important control was the tarriff, However,
its out~dated regulations and the difficulties in legally modifying them
led to the creation of other means which gave the authorities sufficient
leeway to regulate the entry of foreign goods in accordance with the
country's needs and economic fluctuations,

The new instruments, created for these purposes, wers the list of
pemitted imports, prior deposits on imports, additional duties, refusal
of import licenses and the list of prohibited imports,.

These are used for two specific purposes: protection of production
activity and maintenance of the balance of payments,
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Protection of domestic production activity has usually been
accomplished by heavy duties on the import of highly processed products
which are being manufactured damestically, and by lessening the duties
on imported goods of lesser value destined for use by domestic industry
as parts of a finished product or as raw materials,

In order to maintain the balance of payments, the policy has been
to prohibit or tax heavily the import of luxuries and of goods whose
damestlic production satisfies Chilean consumption and production needs.

(a) Means of regulation -

(i) Customs tariff

The present Customs tariff was put into effect through
Law N°© 4321 of February 27, 1928, It consists of 1,94/ items and sub-items
decreed by this law or the General Customs Board, These items and
sub-items fall into three chapters, according to the nature of the product,
each of which is divided into sections: Section A, products of extractive
industries; Section B, products of manufacturing industry, and Section C,
money and precious metals, The tariff includes interpretative regulations
and explanatory notes which assist customs administration in 'such aspects
as evaluation; wording of regulations; specifications of chemical products
and machinery; and special rulings.

The tariff establishes two types of duty; specific, and ad valorem,

The products mentioned in the tariff are subject to a levy or tax
in six penny gold pesos on a taxable unit which may be in terms of weight,
size, or number, This duty was used to protect domestic industry, and
until 1936 was the only import regulator, Its importance has lessened
with the imposition of subsequent duties,

Ad valorem duties were created by Law N°® 5786 of January 2, 1936 and
revised later by Financial Decree N° 772 of August 18, 1943, The law
established a duty based on the value c.,i.f. of the merchandise plus
internment charges. The levels for this type of charges are 3 per cent
for commodities of prime necessity and certain raw materials; 30 per cent

for current consumption goods, raw materials, and capital goods; and
fram 50 to 62 per cent for goods considered sumptuary. This duty at
present is the chief source of revenue from foreign trade, as it brought
in 50 per cent of the customs total for 1964 and in the first six months
of 1965 58 per cent,

/Changes in
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Changes in the tariff, whether in its structure of items or duty
levels, must be accomplished through legislation, Howevers the President
of the Repﬁblic is empowered to suspend or lower duties affecting goods
of prime necessity and those indispensable for public health, and can
also raise duties by up to 50 per cent on goods similar to those produced
in sufficient quentity by Chile.

The General Customs Board is empowered to regulate imports of goods
not specifically mentioned in the tariff, by including them in existing
classifications or by creating new sub-items,

‘Thus the tariff can be used to assist the development of damestic
production, through its ad valorem duties, which facilitate the importation
of raw materials and capital goods, and the President!s power to raise
tariffs on goods already produced in sufficient quantity by domestic
industry.

However, it must be recognized that the tariff no longer plays an
important role in the countryt's industrial development policies. It has
been replaced during the last 10 years by the means about to be discussed,

(i1) List of Permitted Imports
Apart from the products which appear in the tariff, the govermment

decides on goods that ecan be imported, ‘and may include them in the list
of permitted imports, It is easy to include or exclude such products,
as well as to create new sub-items within those existing, requiring
only a Supreme Decree by the Ministry of Economy, Development and
Reconstruction, Thus the list of permitted imports may be adapted quickly
to the needs of the country!s economic development, This ease of operation
has made it a most efficient means of orienting imports, and its changes
are in accord with regular studies of the needs of Chilean economy made
by the various organizations concerned,
(iii) Prior deposits on imports

At the time of registering imports with the Central Bank, a
deposit in normal currency must be made, which is to be held not less
than 90 deys from the date of import authorizations

/The deposit



The deposit percentage varies according to the nature of the
merchandise and is based on the c,i.f. value of the import. The deposit
is returned only at the end of the allotted time, upon presentation of
the interrment vouchers, which must equal the total of the merchandise.

This procedure is of great efficiency in regulating the system,
as an agreement of the executive committee of the Central Bank is all that
is needed to change the amount of deposit required., Even if the prior
deposit was created as a means of regulating the balance of payments, in
practice it continues to play an important part in guiding industrial
development, The amounts of the deposits, and the ease in varying them
have made this possible. The rates have reached as much as 10,000 per cent
of the cei.f. value of the product, and the means of determining them
answer the needs of protection and stimulus of the country!s production.

(iv) Additional duties

Additional duties are based on the c.i.f. value of the merchandise
to be imported. The percentage can be as high as 400 per cent of this
value,

These duties- are set by the President of the Republic by Decree of
the Ministry of Finance, and can be eliminated, suspended or modified by
him when the country!s needs make it advisable, For these reasons, and
because of the manner in which it has been used, the additional duty is
in practice the principal means for effectively controlling permitted

JAdmports,
(v) List of Prohibited Imports

As with the List of Permitted Imports, the authorities use this
list as a control over imports, and have included those goods considered
undesirable, particularly in their effect upon the balance of paymentse.
And in both lists, products may be included or excluded according to a
Supreme Decree of the Ministry of Econamy, Development and Reconstruction,
thus achieving the flexibility needed in today'!s direction and control

of foreign trade.
(vi) Refusal of Import Licenses S (
In order to maintain the foreign balance of payments, the Central
Bank, (empowered by Law N° 16101 of January 15, 1965) may refuse all
imbort licenses in one or more classifications of permitted imports,
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when the sum total of licenses granted in a fixed calendar months exceeds
by more than 5 per cent the monthly average of those expedited during the
previous 12 months. This power of refusal may affect licenses of one or
more classifications, regardless of whether or not they are responsible
for the excess in question.

(vii) Exceptions to the Import Régime

Current legislation includes several procedures for making exceptions

in order to favour certain importations because of their type, the activity
for which they are intended, the person or organization importing them, or
the region of the country where the transaction takes place.
(b) General Conditions governing the imports of various industries
From the brief description of the chief instruments of the Chilean
Import Ré&gime, it will be seen that these have gradually increased through
the years in order to answer the needs of the country's econamic development.

The characteristics of these regulatory mechanisms have relegated
the tariff to a secondary role as a means of protecting and encouraging
the industrial development of the country, This most important role
is now filled chlefly by additional duties and prior deposits, within
the framework of the lists of permitted and prohibited imports,.

A quick examination of the situation of different industries in
the present structure of imports permits certain conclusions regarding
the manner in which this structure protects and stimulates certain activities,

(1) list of Permitted Imports

An examination of the goods entered in the List of Permitted Imports
makes clear, through the amount of prior deposits and additional duties,
that certain industrial sectors are thoroughly protected from foreign
competition regarding the finished product, They enjoy facilities for
importation of the inputs necessary for their manufacture, Among the
principal sectors in this group are: tanneries and finishing workshops;
the manmufacture of paints, varnishes and lacquers; the manufacture of
pharmaceutical products (drugs); and milling products,

A second grouping is that of industrial sectors enjoying easy
importation of raw materials, Among these aret rubber manufacturing,
tobacco, textiles, chemicals in general, pharmaceutical products in general,
metallurgic products in general, and electric productse
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In addition, exemptions are granted to industry for the importation
of machinery and equipment. Deposits and taxes for these capital goods
are very low, except for those considered in adequate production by
Chilean industry. The favoured treatment of capital goods extends to all
industry, in general. However, there are certain eectors in need of
special stimulation,

(ii) List of Prohibited Imports |

This list completely protects the following industries: mining of
metal ores, lumbering, food, canning, sugar refining,vliquér, wine and
beer, tobacco, spinning and clothing, explosives, steel, copper
manufacturing, ceramics and glass, footwear and other leather articles,
pulp and paper, electronlcs (tubes), bicycles, household articles, and
furniture and fixtures,

Certain chemical and phanmaceutical industries as well as producers
of machinery, and tools are protected by the list, But this is not as
overall a coverage as might appear, as it applies only to certain sectors.
A great number of finished products of these industries appear in the
list of permitted imports,

Among chemicals and pharmaceutical products, the follow1ng are
protected: toiletries, prepared and synthetic fertilizers, anilines,
soaps and detergents. The sieel industry is protected in its pipes and
fittings, mining and agricultural machinery, hand tools manufactured in
Chile, pumps, boilers, electric motors, tranSfonners, freight cars, and
railway parts, _ 7 ’ v |

'(ii1) Special Import Regulations

There are various special import regulations. Large-scale copper
mining is not subject to current import regulations, therefore it does
not operate through the Central Bank buf through the Department of Copper,
The nitrate companies controlled by COVENSA are in a similar situation,
The fishing industry imports a great part of its necessary material
subject only in part to the current import regulations, Its imports must
be registered with the Central Bank although no deposit is reqplred, and
they are not affected'by the monthly revisions of categories. . '
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Certain areas of foreign trade not subject to the same conditions

as the rest of the country must be considered,

The principal total or partial exemptions are:

1.
2e
3

Le
Se
- b

Te

8.

12,
13,
B.

Ce

D,

Nitrate industry, Law 12033/956 and Law 13305/959., Tax exemption
on machinery and materials destined exclusively for the industry's
development,

Copper mining. Law 11828/955 and modifications, Tax and duty
exemption on import of machinery and materials designed for the
exploitation and improvement of said mines,

Producers of pig iron or sheet steel. Laws 7743/943 and 7896/9ik.
Exemption on machinery and materials designated for the operation
of mines and plants,

Apricultural industry. Law 9839/50 and Decree 1272/61, Exemption
on arricultural machinery according to Finance Decree 11206,

Fishing industry., Decree 1272/61 and DFL 266/60. Exemption on
fishing material and machinery for the industry.

Fertilizers. Law 10323/952, Exemption on phosphoric anhydrides
end minerals for prepared fertilizers,

Machinery for export industry. DFL 257/960, Exemption on
machinery and equipment designated for enterprises which produce
exclusively for export,

New industries. Decree 1272/961l., Exemption on machinery for
industries which do not already exist in Chile and 80 per cent
of whose raw material is Chilean in origin,

Inflows of foreign capital, DFL 258/960, Exemption on plants
and machinery imported as capital which comply with this decree,

National defense. Law 7144/942., Exemption on military supplies
and material for national defense,

Journalistic enterprisese Law 9311/949; 9866/951 and 10521/952.
Exemption on ad-valorem duties and turnover tax., Only on paper
and materials exclusively for newspapers, magazines and books,

State and recognized private universities. Laws 13633/959;
11519/954; 15172/963 and 13713/959. Exemption on duties on
machinery and material exclusively for use in teaching activities
and scientific investigation,

Exempted areas, Exemptions and special provisions for the
following areas:

Arica., Laws 13039/58; 14555/61; 1482l and 15077/962 and 13305/959,
Pisagna, Iquigue, Taltal and Chafiaral, Laws 12937 and 13305/959.

Provinces of Tarapacd and Antofagasta and Department of Chafiaral.
Laws 12858/958 and 13305/959,.

Chiloé, Aysén and Magallanes. Laws 12008/956; 12084/956;
13305/959; 14555/961; 1482l and 15077/962.
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Table 60

CHIIE: IMPCRT DUTIES ON CERTAIN INDUSTRIAL PRODUCTS

1963

Tariff item  Product (ifpgﬁgi::;gs Tax Burden &/
of dollars)

57 Crude rubber 2 282 40,68
52 Cork in slabs 498 Lie51
1112 Titanium dioxide 915 76,06
1102 Anilines 2 682 75420
1715 Paper for periodicals 8L5 140,30
1562 Fire-brick L 922 39.79
1255-001  Soft iron 2 756 8L¢39
L Alumimm ingots 1 336 41.54
1358 Machine tools G 30 503 124,76
1361 Machine replacement parts G 19 112 40,98
1358 Construction machinery G 30 503 124,76
1358062 Printing machinery 812 123,59
1358 Automatic looms 128 124.81
1290 Ball-bearings 2 953 39.45
1,01 Audion tubes and other radio tubes 1 016 164493
1430 Steam locomotives 116 37.72
1439 Iocomotive replacement parts 730 39,48
1492 Automobile replacement parts 5 087 43.38
1791 Watches 331 166435
1194 . Sheet iron 80 63411
1087 Synthetic resins 8 042 62,62
1095 Kerosene in tanks 1 473 3430
L3 J Diesel oil L L52 4510
w3 J Fuel oil 245 45,12

N

Source: Executive Secretariat for‘Latin American Free Trade Association Affairs,

a8/ Percentage of the c.i.fe value in October 1965, excluding prior deposits,
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3o Industrial credit policy

(2) Analysis of Chilean industrial financing
A report was prepared by INSORA (Instituto de Organizacién y

Administracién) concerning a sampling of industrial enterprises in the
province of Santiago, and will serve as a basis for the following analysis.
The financial resources available to Chilean industry were considered to
be the followings

(i) 1Increase of current liabilities;

(1i) Increase of deferred liabilities;

(iii) Decrease of assets,
The following were considered as uses of funds:
(i) 1Increase of assets;

(ii) Decreases in current liabilities;

(i1i) Decreases in deferred liabilities,

In addition, the INSQRA study presented comparative figures for
Chile, the United States, France and India. Among those countries there
are differences in accounting procedures and tax systems and terminology.
Although the analysis is far from precise, certain general conclusions
may be reached,

It will be noted immediately that Chile'!s internal resources are
almost entirely divided between working capital and fixed capital. In the
other countries, there is a great similarity between the total internal
resources and the amount used for increasing fixed capitale. This obviously
leads to a higher development rate and represents a sounder financial
policy.

The internal resources in Chile are 80 per cent undistributed profits
and 20 per cent depreciations. In the United States and India, the funds
created by depreciations are higher than those of undistributed profits,

In the authors! opinion, an estimate must be made of the unreal
nature of profit figures given by industrial enterprises, as they do not
list depreciations covering the cost of replacements, and are exaggerated,
due to inflation.
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Table 61

(Percentages)

Chile

France India United States
Sou
ource 1955 1951-53 194656 1949-60

Internal 63,3 6323 5843 5243
~ Undistributed profits - 27.8 2.1 42,3

Depreciations - 3545 3042 10,0
Short-term external 15.3 22,0 19,8 41.3

Debts 4.7, 7ol 13.3 A.3

Reserves 06 ilheb 6.5 20,0
Long~term external Lok b7 2.9 baly

Stock issues 11,1 8.9 18.1 Le5

Debts 1003 508 3.8 109
Total funds 100,0 100,0 100,0 100,0
Uses

Fixed ca.pital 65 00 62.0 6[4,00 24-2

Working capital 32,0 32,0 36,0 7249

Other assets 3,0 6.0 - 2.9
Total uses 100.0 100,0 100,0 100,0
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If the foregoing is valid, it seems logical to suppose that an
extraordinarily high percentage of real profits is being distributed as
dividends, with a consequent iimiting of expansion possibilities and a
pressure upon the banking sysfen to furnish working capital.

The chief difference between the financing systems of the countries
mentioned is fhe percentage of short~term debts, which is considerably
higher in Chile,

The fundamental influencing factor is the low real cost of this type
of financing, due to inflation which causes the real interest rates to be
usually negative,

Long~term financing by external sources is extraordinarily low
(644 per cent of the total), in relation to the United States (21.9 per cent)
and India (14.7 per cent). It is worth emphasizing that India's long-term
financing is more than twice that of Chile,

A most important factor in this situation is the very small interest
in developing the Chilean capital market which certain groups have shown,
as an increase of shareholders might endanger their control and, on the
other hand, there is a corresponding lack of confidence on the part of
small investors in the management of Chilean stock companies. It seems
evident that a feeling of confidence must be created swiftly among the
public in order that business may use the potentially large domestic savingse.

Another important reason for the low percentage of long-term external
financing is the almost total absence of medium—term and long-term loans,
chiefly due to the inflation which the country has experienced and which
has led the financial institutions allowed to grant this type of loan to
suspend or reduce them.

Development banks, with a system of readjustable loans, will be
able to satisfy this vital need of the country's industry.

In the three countries used for comparison, the principle use for
available funds is that of increasing fixed capital, with much less used
for working capital and other assets, In Chile, the exact opposite is true.
(b) Bank loans to_industry

The growth rate of the gross domestic industrial product during
1960~64 was 20 per cent, while bank credit to the industrial sector grew
at least 40 per cent in real terms, By comparing these figures, it will
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be seen that, during this period, the industrial sector could count on
sufficient credit for its short-term needs, even though there was a
strong demand for cfedit on the bart of its custamers,
The total banking system lessened its percentage of industrial
credit fram 22,54 to 21,72 of total credit supplied, while the Banco del
Estado grants increased from 27,24 to 32,15 per cent,
According to a survey of the use of bank loans, 72.6 per cent of
the various enterprises have been users of this credit, 38 per cent of
small enterprises (fewer than 50 workers) d§ not use credit, as contrasted
with 18 per cent of large enterprises (more than 200 workers)."75 per
cent of these non-users simply did not apply for it.
' Thgse‘figures indicate a concentration of credit in large industry,
In addition, it is interesting to note that between 75 and 80 per
cent of enterprises requesting credit consider that their needs were met
with an adequate sum, 75 per cent of firms whose requests were not fully
met considered fhat the lesser sum was not harmful to their normal
operation, ’ .
This conflrms the previous assertion that nonmal needs for industrial
working capital have been met,
(c) New types of credit
The two principal credit problems of industrial enterprises are:
(i) medium or long~term loans for financing enlargement or improvement
of production capacity are not available; and (ii) short~temm credit is
unstable, difficult to effect quickly, and does not take into consideration
the total operation of the enterprise,
Recently two most important means for lessening these deficiencies
have been promoted,
Development Bank, Once in operation, this bank would choose or give
priority to industrial projects according to the following standardss
(1) Projects which would tend to improve Chile's balance of payments
through: e
- Development of export industries presenting comparative
advantages, especially to LAFTA countries,
= Development of industries for import substitutlon, providing these
 could finally produce at a reasonahble cost, in international terms,

(ii) Projects
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(ii) Projects which would mean lower costs in existing industries,
with correspondingly lower prices to the consumer,

(iii) Projects which would mean production increases in articles of
obvious priority in the National Development Plan,

(iv) High-priority regional development projects. It is of basic
importance‘that studies be made of the investment alternatives
considered by industrial enterprises seeking credit for new
intallations, Their decision would affect the enterprise®s profit,
and consequently, the countryt!s welfare. _

Budpeted credit lines, As has been stated, the present credit system

keeps business executives in such uncertainty, that a disproportionate
amount of time must be spent in "banking gymnastics", This leads to a
neglect of such important factors as planning, and control of production,
sales, payments, etc, However, a financial analysis of industrial
enterprises shows that bank indebtedness remains relatively constant.
Credit budgeting answers the need for maintaining order and stability.

The enterprises must present a complete picture of their financial
needs for a given time. Knowing the sequence of these needs, the banks
can programme the use of there resources more efficiently.

The resolution of the Central Bank and the statute of the
Superintendencia de Bancos concerning these credit means, stipulate the
conditions and the reports to be presented, as well as the obligations of
the contracting parties,

Enterprises must agree to these principal situationss

(i) A1l payments must be made in cash;

(ii) The bank or banks involved are to be given all the firm's incocme,
proportional to the financing provided;

(iii) The bank or banks require that the enterprises periodically give
proof, with necessary documentation, of their fulfilment of the
contractual obligations. Basically these reports are:
= Annual financial budget, divided into quarters;
=- Later report on the functioning of the budget;
~— Balance Sheet and Profit and Loss Statement;

-~ Statement of sources and uses of fundse
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(iv) The enterprise pledges itself not to solicit other sho;t—

| term bank credit.

) In addltlon, the bank or banks are obliged to prov1de the enterprlse
with maximum resources, according to a time schedule fixed accordlng to
the budget.

The bahklng enterprlses are to receive interest equal to that of
transactions not involving lines of credlt.

(d) Govermment financial help to industrial development

The government's financial support of industrial sector investment
is mainly centered in CORFO, whose credit activity is based on the needs
- specific development plans, using available means,

CORFO's assistance to the private sector is effected through loans
in domestic or foreign currency and guarantees which permit the acquisition
of fixed assets needed by new industrial projects or the growth of already
established industries, which are in the country's interest, These

industrial loans are given in order to consolidate projects which usually

originate in the private sector,

At the same time, loans are granted for pre-investment studies made
to Pprove the economic and technlcal feasiblllty of specific 1ndustrlal
projects,

The procedures normally used in granting these loans are sufficiently
flexible to accomodate the needs of a specific industrial project and are
arranged so as to pefﬁit the enterprise's,nonmal operation,

As far as length of time is concefned, these loans have run between
3 and 10 years, with initial grade periods of 1/2 to 3 years: the interest
rate is 6 per cent annually for those given in foreign currency, and 6 to
12 per cent for those in domestic curreﬁcy; the amount is determined
according to the worth of the industrial project and its importance to
Chile, and is usually-about,50 per cent of the necessary fixed investment,
In most of the loans in domestic currency the sum is readjusted according
to the annual variation in the index of wholesale prices of domestic
indugtrial products, calculated by the Bureau of Statistics and Census.

/Thus, in
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Thus, in the last three years, 1963, 1964, and 1965, loans totelling
L2 milliqn dollars (in escudos and dollars) have been given. In addition
private Chilean industrialists have received 15 million dollars worth of
loans from foreign sources,

Table 62 shows the loans granted by CORFO to the private industrial

sector in the three years mentioned.

Table 62
CHIIE: LOANS BY CORFO TO PRIVATE INDUSTRY

(In_thousands of dollars)

Loans -

Guarantees
Year Domestic ' or
currency Dqllars Collateral
1963 7 390 6 006 7 459
1964 L 426 5 L5L L 845
1965 7 651 11 140 3 037

It must be pointed out that certain important types of credit
operations do not appear in the foregoing table, as they relate to government
or mixed enterprises, Only CCRFO loans and guarantees to the private sector
are included,

The loans and guarantees just listed were granted principally to
the following headings: fishing, lumber and forestry, metallurgy, chemicals,
construction materials and food,

CCORFO obtains the necessary financing for these programmes from
foreign sources (IDB, AID, direct loans), govermment contributions and its
own earnings,

/he Taxation
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Le Taxation policy as_a means of industrial
investment promotion gnd orientation

In general, industry is subject to the same taxation treatment as
other econamic activities » as there are no special taxes applicable.
(a) [Taxation of profits - '

(i) Concerning income tax, industrial profits are taxed in “he I-lrst
Category which covers incomes from activities ‘using capital, ‘with a reneral
rate of 20 per cent on ta.xable liquid income, collected or due, according
to the income. tax, ‘

However, there are importatit .exceptions to this rule:

< Stock campanies are subject to a 30 per cent'proflts tax, with the
‘ proviso that shareholders are liable to 2 personal tax only if said profits
are distributed to thems, On the other hand, profit re~investment in the
form of bonus stock or increase in share value does not impose texation
‘on the beneficiary, . |

Individuals or associations of persons liable to taxation under
the First Category and the Second Category (at 3.5 per cent) may deduct
a sum equal to one official annual living wage per person, with a maximum
of four deductions for associations, An individual may deduct only one
employer's selary from the group of enterprises in which he is owner,
member or partner. B _

-~ Individuals who hold no paid-up capltal ‘or whose paid-up capital
does not exceed six annual living wages, pay in the First Category at
3¢5 per"cént on taxable income which does not exceed three annual living
wagés ‘and at “20'p“ér‘ cent on amdunts in excess of that,.

(ii) In addition, :Lﬁdustrlal enterprises may be subject to additional
taxes or ‘the capital gains tax, both included in the Income Tax Laws

Foreign non-resident individuals and corporations established abroad
vwho have any klnd of permanent establishment in Chile pay a.dd:.tional taxes
of 30 per cent on the total income earned in Chlle. : -

Profits on expropriation or indemnification of damages to. capital -
assets; or ‘expropriation of Right of Usufruct or industrial property, are
- ‘liable to a.'20'per cent “ta.x. iﬁeéé 'profits‘ are determined by camparing
the expropr:lation value with’ its jnitial value, accordlng to the.Income |
Tax Iaw.

/(b) Taxation




(v) Taxation of property
(i) Fixed assets (whether by nature or by 1mplantatlon) are

subject to the land tax, whose rate is based on an appraisal by the
Internal Revenue Service, This tax is at a rate of 20 per cent per
thousand dollars annual income based on said appraisal.

The Land Tax Law excludes machinery used in industrial operations,
even when it is stationary, and does not tax buildings which house this
machinery. This is of benefit to industrial activity.

(ii) The tax on minimal presumptive income affects indivi<uals
according to their properties as of October 31, 1964. An owner, partner
or joint holder of an industrial enterprise must reckon the percentzage
value of his capital, or holding, in the enterprise in his total property.
The law defines capital, or holding, in an enterprise as the liquid property
remaining in the enterprise after current liabilities have been deducted
from assets, according to the enterprise's balance as of December 31, 1964 or
immediately before,

The liquid property of the taxpayer, including the value of his
holding in the enterprise, is presumed to give an annual income of 6 per
cents, A progressive scale of rates is applied to this income to determine
the tax due.

This tax is of a temporary nature, valid only for 1965, 1966 and 1967,
(c¢) . Taxation of sales and services

(i) The Sales Tax law (compraventa) taxes those operations designed
to deliver moveable physical goods, The tax is determined by the price
or value of the transaction., The Internal Revenue Service is empowered
to a’just it should it be much lower than normal.,

This tax is transferable as it is included in the price or value of
the transaction, but the seller is legally responsitle for its declaration
and payment to the Treasury.

This tax is determined by the nature of the transaction, averaging
6 per cent,

(ii) The Business Turnover tax (Cifra de Negocios) affects individuals
or corporations, who through dealings, services or loans of any sort, recieve

interest, bonuses, commission, or other forms of payment. This tax is

/transferable, as
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transferable, as is the sales tax, but must be entered on a separate form,
as the recipient is legally responsible for declaration and payment to the
Treasury. The general rate for this tax is 15 per cent,

(a) Fiscal rullngs concerning depreciation of assets, re—lnvestment of
profits, and revaluation of agsets,
Regulations far these matters are chiefly found in the Income Tax Law,

vwhere they help determine the amount of taxable iiquid revenue,
These regulations generally apply to all the activities in the First
Category, as there are no special rulings for this type of industry.

As there is such a scarcity of legal rulings concerning the dbove
problems, the tax administration has found it necessary to establish the
following procedures, ;

(i) Depreciation of assetst The Income Tax Law authorizes a deduction
from the gross income as an expenditure of a sum acting as émoftization
for the using up, wear and destruction of goods used in businesses or
enterprises including an appropriation for theAresidual value of the goods,
when they must remain unused or be replaced,

It is the duty of the Income Tax Bureau to set up terms of payments
and amortization percentages, based on the probable durability of the
respective goods, considering their nature or characteristics and the
conditions of work and wear to which they are subjected.

The law does not allow amortizations for the exhaustion of natural
substances in mining property. ' ’

The President of the Republic was empowered to decree a ruling
concerning accelerated‘anortization'of machines and installations, which
favours enterprises which develop certain beneficial production activities,
granting tham a higher amortization percentage than that generally fixed
by the Internal Revenue Bureau.

® (ii) Re-investment of pfofits: The Income Tax Law does not contemplate
exempting the amount of an enterpriset's profité destined to be re-~invested
in the enterprise, On the contrary, the law states that distribution of
profits or accumulated funds to stock-hélders in the form of bonus stock
or increase in stock values is not to be regarded as ihédme, as it represents

an equivalent capitalization,

/(iii) Revaluation
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(iii) Revaluation of assets: The Income Tax Law obligesltaxpayers
in the First Category who declare cash incomes, to adjust their ecapital
annually in current money, according to the difference between the
consumer price index of the calendar months previous to the date of the
balance sheet and that of the previous year. The consumer price index
is set by the National Bureau of Statistics and Census. The taxpzyor's
capital is defined as the liquid property remaining in his favour after
the demandable liabilities have been deducted from the assets in the
balance sheet, without including the profits or losses of the finsncial
year, The following must be deducted previously from the list of assets:
intangible, nominal, temporary, and other types of securities specified
by the Regional Tax Authority, which do not represent cash investments,

The personal securities of the individual entrepreneur which have
been put into the business form part of this capital, according to the
length of time they have been in use in it.

The higher valuation resulting from revaluation is not taxable and
is legally considefed’as owned capital from the day following the bslance
sheet, both as regards the taxpayer and the stockholders and pertners.,

The revalustion is applied as follows: on fixed asset real property
up to the sum resulting from its net value édjustment according to the
consuner price index variation previously specified; on transferable
securities, according to the latest market cuotation, The bzlance of these
revaluations is then credited or debited to the profits of the finanecial
year., The addition or deduction must not exceed 20 per cent of the taxable
liquid income for that year.

The law states that the total revaluztion must be used only to
increase the enterprise's working capital.

(e) Fiscel rulings affecting industrial development

There are numerous laws which provide exeptional tax rulings in
order to develop industrial activity in certain sectors or resions,

(i) Exemptions for importstions of new machinery., The importation
of new machinery and further equipment for setting up new types of industries
is exempt from the following duties: import, ac_valorem, storage, statistical,

customs, and consular providing thet such industries use at least 8C per

cent domestic raw materials,

/(ii) The



(i1) The President of the Republic can postpone the cash payment of
certain import and other duties which affect the mportatlon of new machinery
when it is for the settmg up or modemizat:.on of industries,

(iii) The new types of equipment and machinery not produced in Chile
and imported for use by enterprises which pmdﬁce exclusively for export
are exempt from all custams duties and taxes, '

(iv) The President of the Repuhlic may exempt companies which
complement each other industrially, or which share capital, patents or
technical advisory services in order to improve production methods, from
turnover and transfer taxes on the sales transactions mesde and services
rendered between these companies,

(v) An abatement of the First Category tax is granted to those
mamufacturing industries functioning without interruption from 1955~60,
which through new installations or modifications of existing ones, have
increased their real production by more than 10 per cent. This abatement
is proportional to the increase, with a maxdmum of 50 per cent of the tax.

As an incentive to the setting-up of industries in certain areas of
the country, there is an abatement favoﬁrable to factory or manufacturing
industries outside the province of Santiago. If the industry consumes
only domestic raw material, the abatement is 50 per cent of the tax; if
imported raw material forms less than 50 per cent of the total used, .
the abatement is 20 per cent of the tax; if the industry has not previously
existed in the country, the previously stated abatements are 60 per cent
and 30 per cent, respectively, '

In addition, Chilean legislation conta:l.ns exemptlons or special
tax regulations which favour certain industrial sectors, There are
special regulations for nitrates, copper, metaliurgy and steel, and
exemptions for fishing and construction, etc., which would be lengthy to
detail, ' ‘

Finally, it must be pointed out that legislation tehds io encourage
industrial development through tax exemptions rather than direct subsidies,
However, the gOVernmeht, through CORFO, has co—operated in financing
industrial installations or expansions, whether by loans or mixed |
capital partnershipa. ‘
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5. legal régime for foreign capital and enterprises

(a) General orientation of policy concerning foreign capital
The Chilean policy toward foreign capital may be considered highly

favourable and without important limitations, except for those about
to be discussed, These are justified, in most cases, by reasons of strategy
~ and economic policy.

The treatment of foreign capital is determined by legal and
constitutional rulings, currently in force, which protect investment and
domestic capital from unfavourable discrimination.

The Constitution assures equality before the law, with accompanying
guarantees, to all inhabitants of the Republic, citizens and aliens alike,

Certain laws have been laid down with a view to attracting foreign
capital to Chile, others only to regulate its entrancec.

The following is a comprehensive picture of the regulations affecting
foreign investment,

(b) General régime

(i) Customary régime without formalities

Subjsct to the ordinary regulations for exportation and intermational
exchange (Decree N° 1272 of 1961 of the Ministry of Economy, Development
and Reconstruction) snyone may bring capitnl into Chile, provided that
it is only in foreign currency. He may liguidate it in the market of
his choice, be it the Central Bank or a commercial bank, without special
formalities,

This system does not provide for any later guarantee for the
repatriation of the capital and its profits, and may present difficulties
in establishing its origin when tax problems arise,

(ii) Certificates of registration with the Central Bank of Chile

This system is established by Article 14 of the Decree N° 1272
mentioned above,

This states that individuals or corporations, domestiec or foreign,
may transfer capital in foreign exchange and liquidate it freely in the
stock exchange provided that it is registered with the Central Bank. This
organization provides a registered, non-transferable certificate, which
may be used later to return the capital and its profits in order to obtain
foreign currency in the stock exchange,

(iii) Contract
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(iii) Contract with the Central Bank of Chile

Article 16 of Decree 1272 enables the Executive Committee of the
Central Bank to arrange contracts with investors, in which the applicable
system of exchange is decided upon, The investor and the bank jointly
daecide in which foreign exchange market the investment will be liquidated
and later returned, with its profits, for its repatriation.

As in the foregoing cases, this investment channel is used only.
for inflows in foreign currency,

a

The Czntral Bank nas usually applied this system to inflows earmarked

for production and commercial activities, and has stipuiated that the
capital brought in must remain in Chile for a minimum of threce years. that
the liquidation of foreign currency be effected through the bank. itself,
and that interest rates on loans be those normally in effect in the
country of origin.

{iv) lgm;gyént pronerty N

Decree Law 69 of 1953 amtablishes the‘Immigrant Statute and is .
concerned with facilitating the entrance of immigrantt!s real property,

exempting it in certain cases from taxes and customs cuties,

(v) Investcris Statute

Decrz=e Law 258 of 1960 is the principal legal instrument affecting
foreign capital invested in Chile, It includes rules for the entrance,

stay and repatriation of the said capital.

It provides that capital may enter as currency or equipment, and
may originate as a loan, .

The Statute decrees that capital mey be used to begin, amplify,
encourage, improve or renovate production, agricultural, mining, fishing,
indvstrial, and other activities which are designated as beneficial by
the President of the Republic.

The Ctatute provides for the following privileges: _

~ For capital inflow in general: Repatriation of capital in annual
quotas, usually 10 per cent; repayment of profits or interest, without
restriction; reValuainn of the assets corresponding to the contributed
capital, according to Qariations in the rate of exchahge; amortization;
guafantee of free access to the foreign-exchange market, in order to

/liquidate the
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liquidate the investment and arrange for the rebatriation‘of‘capital and
profits or interest; the right to use foreign currencies arising from
export in order to repatriate capital, profits, or interest, Reinvestment
of profits or interest enjoys the same privileges as the original capital,

- g&gef privileges for special cases: For basic industries not as
yet in Chile: complete exemption from custom duties (provided the machinery
is new and the industry uses at least 80 per cent Chilean raw material),
For industries established abroad which move to Chile, used machinery may
bé brought in. There are guarantees that evaluations under the First
Category of the Income Tax Law will not be raised; that new special stahdards
will not be used for determining income: and that new exclusive taxes will
not be gpplied,

The President of the Republic decides whether inflows of capital are
to be accepted or refused and whether one or more exemptions is to be
granted upon recommendation by the Committee of Foreign Investment, a body
including the Ministers of State and representatives of CCRFO, the Banco
del Estado and the Central Bank of Chile. Other members are two
representatives from the Confederacién de Produccién y Comercio; a private
sector organization,

If an offer of capital is accepted, the President of the Republic
issues a Supreme Decree which authorizes the importation of capital and
which states the pertinent exemptions, In addition to being published in
the Official Gazette (Diario Oficial), the Dscree is abridged to "Escritura
Piblica", which, according to Article 25 of the Statute, is tantamount to
a contract between the government and the investor, Consequently, its
proviéions may not be modified without previous agreement of the parties,

This guarantee, recognized as a contract-law, assures the investor
of the continuity of the arrangement agreed-upon for a stipulated period,
(c) Special régime

Apart from the systems mentioned above, there ére those covering
special fields, such as copper, iron and nitrate minihg enterprises, as
well as public services such as the Telephone and Electric Companies,

/Finally it
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Finally it must be added that, wihtin Chile's policy for encouraging
foreign investment, pacts have been made with the goverrments of the
United States and the German Federal Republic which protect the investor
from inconvertibility of funds, expropriation, war, revolution, etc.

Only one of these has become law through ratification by the Congress:
the agreement with the United States concerming inconvertibility of funds,
(d) (Treatment of foreign enterprises -

It is necessary. to re~emphasize that the Chilean Constitution

guarantees non-discrimination to citizens, foreigners, individuals or

" corporations,

They may choose any type of organization recognized by Chi;eaﬁ civil
or commercial legislation: partneﬁéhips, limited or unlimited; special
partnerships; or corporations.

This does not mean that foreign enterprises may not operate as such

"1n Chile, that is, through an agency or branch in another type of permanent
.establishment,

Individuals or corporations not domiciled or resident in the country,

must pay, in place of the overall complementary tax affecting those

. domiciled or resident, an addltlonal tax whose current rate is 37 5 per cent.

'{e) Restrictions on fore;gp investment

The exceptions to the above rules are defined by certain laws whlch
require a minimum percentage of domestic capital in the exploitation of
certéin activities, Law N° 7896, concerning exemptions for Chilean steel
entérprises, requires corporations or partnerships to contain 60 per cent
of Chilean capital; Law N° 12041, concerning exemptions for éhipping,
lighterage and wharfage, states that a ship belonging to é corporation
is considered Chilean if 75 per cent of its capital belongs to Chileans;
Law N° 10645 establishes similar standards for Chilean air lines, etce.

It must be pointed out that Law N° 9618 reserves petroleum exploitation
and exploration, in any area where it is found, to the State, and prohibits
the participation of private capital, domestic or foreign.

The above sums up the limitations indirectly affecting investment of
foreign capital in Chile,

/(f) Piscal




-132 -

(f) [Fiscal treatment accorded to foreign capital
Table 63 explains how the income tax affects an enterprise with

forelgn financing, excluding the varied range of indirect taxes which affect
both citigens and foreigners,

Table 63

COHILEs COMPARATIVE PICTURE OF TAXES ON PROFITS DERIVED PROM
COMMEROIAL, INDUSTRIAL, MINING AND FISHING ACTIVITIES

Lirited or
fexable income Stook oompanies &:ﬁmn agency abroad
For sent 100 escudos Per vent 100 osoudes For cent 100 esoudos

Inoome tax

First Category tax 30 30400 20 20400 20 20,00

Housing 5 5400 5 - 5400 5 5.00

Additional tax - - 30a/ = 30,00b/ 308/ 30,00
otal jnoome tax 1 35,00 55 35200 55 55:00

4vaileble for digtributien 65,00 45,00 45,00

Additional tax en profit withdrawnl of 50a/ 19,50 - - - -

hvellable for net distribution - L5450 - 45,00 - 45,00
hotual rate of tax 54450 54,504/ 55 55,008/ 55 55.00£/

Sources "Business in Chile", Sectlon II, chapter 10; Priee Waterhouse Peat & Co, 1965.

a/ With 25 per cent surtax on fiscal years 1965, 1966 and 1967, i.ee 37 per oent, since non-resident
strookholders in stook oompanies psy an edditioenal tax only on distributed profits; and in erder te
mako the 745 por eent surtax applicable to non-resident stockholders under all circumstances, with
or without a profit distribution, the law demands that this 7.5 per cent be pald in advance by theas

stookholders on their share of profits not distributed as dividendse

later, when a real dividend

is deaclared, the amounts peld in advance by the non~resident stookholders toward the 7.5 per oent
surtax will be oredited t6 the 37.5 per sent tax then dues

e 1g

alter the tax on profit distributien,
Tax arfecting nen-resident stook-holderse
Tax affeoting non-resident partner,

e .

Inoeme tax,

/6.

This tax 1s oaleulated on the non-resident partner's share of the company's taxable inceme,
Reserved profits placed in legal reserva or working oapital requirements will, in sertain cases,

Regulations
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6o Regulations affecting small-scale industry .

(a) Definition- -

| There is not,-as yet, a legal definition of what-cohstitutes a small-
scale industrial enterprise, In the credit programme of CORFO and the*
- Technical Assistance Servite the follow1ng deflnltlons are uSed, to limit

the number of borrowers:

Small-scale indust

(i) Between 10 and 30 personsy apprOXimatEIyﬁ"

(ii) Between 10 and 50 official “annual 11v1ng wages as fixed 1nveshnent
in machinery, equipment and tools.* . .

(iii) Annual sales between 20 and 200 annual 11ving wages.

Artisan industrv , R R

(1) From 1 to 10 persons, approximately.ﬂ

(ii) Up to 10 annual 11v1ng,wages as. fixed investment in machlnery,
equipment and tools,*

As general ad hoc definltlons the followlng may be used.

H;”Small industrial enterprlSes are those whlch. ;

~ On their own ﬂccount, produce and/or transform, Ln an establishment
or industrial plan, substances or forces in & naturil or

prepared state, with or without mechanical means, for profit,
and/or provide manual or mechanical serV1ces, w1th the excludion of

transports and

~ Permanently employ up te 50 persons;‘inoluding’their~owners, joint
holders or partners and their families, employees, .workers: and
apprentices, and

-~ Have a fixed investment in machlnery, equlpment and tools worth
~up to 50 annual living wages,

(h)t Jiconomic and soc¢ial impdrtance of artlsan and small—scale industry

in Chile
The importance of artisan and small-scale industry is much greater

than might be supposeds _ . i
In the first place, the number of establishments is extraordlnarlly

,large. There are about 60,000 artlsan unlts or workshops and more than’
5,000 amall-scale industries throughout Chlle. Those two figures give an
adequate idea of what both sectors signify. ' o

#* - Bscala A of the Department of Santiago ‘
T /Secondly, they
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Secondly, they empioy a considerable part (about 60 per cent) of
the population working in manufacturing industry, and 11 per cent of the
total population, with a considerably larger percentage partially dependent
on them, _

Thus, more than 1.1 in 10 Chileans livekthrough this sector, whether
as owner, partner, skilled workmaﬁ, clerk, worker, employee or relation of
these, . :
According to CORFO estimates, about 41 per cent of the gross
manufacturing value added is accounted for by artisan and small-scale
industry, R
(e¢) Present situation and problems of small-scale enterprises

Two studies made by the Technical Assistance Service on artisan and
small-scale industry provide a complete picture of their situation and

problems, which are briefly as followss

(1) Each type of industry, and the enterprises themselves, classified
according to size, type and location, present an individual
cases Development policy, in consequence, must consider these
differences, as sufficient resources and other méans for helping
all enterprises dé not exist. Preference must be given to those
in urgent need, and measures must be applied toward their
fullest and speediest success,

(ii) The enterprises! technical and economic problems are similar
to those of other countries,

(iii) There is an inefficient use of production, capital and manpower,
There are difficulties in financing, production methods, raw
materials supplies, product marketing and administration in
general, The owners and their workmen need better training and
professional guidance, Apprenticeship in the enterprises
themselves must be developed,

(d) ggggggmme'carried out by the Technical Assistance Service (Servicio
de Cooperacidn Técnica
The Service concerns itself with the small entrepreneurs’ most urgent

broblems, particularly administrative, technical, technologizal, financial

and commercial ones. Defining the general situation of the sector and finding

the most efficient means toward its developmente.

/The Service
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Sl o

The Service advises the sector through 1ts Snall-Scale Industry ’
and Artisar Bepartment, created late in 1962, whlch works through four basic
programmes:” Technical and Technoloclcal Assistance, Financial Assistance,
Studies and Projects; and Information and Co—operatlon.

(1) Technical and Technological Ass1stance , b

Under this programme small—scale 1ndustr1es are adv1sed in technical

adninistrative and technological matters, in order to increase their
productivity by rationalizing their administration and processeSo

' Up to December 31, 1965, technlcal adminlstratlve assistance was
given to 316 small-scale industries of various types located in the
country's prlnclpal areas, The majorlty of these industrles have now
received reports containlng pertlnent recommendatlons chiefly concernlng
production planning and control, costs, control of materials, plant and
equipment layout, methods, etc,

122 small-scale enterprises of various sorts received technological
“advice during the‘samevperiOd,:from three,Specialist groups;;the mechanical
‘group, concerned with mechanical'projects,“productidesign, the\oorrect use
of cutting tools, matrix design, thennal treatments, etc., the chemlcal
group, concerned with the food industry, product finlshes (palnt, chrome
and nickel) and chemlcal problems in’ general and the metallurglc group,
concerned with mouldlng processes, the correct use of foundry sand,
smeltlng processes, de31gn, oonstructlon estimates for furnaces and ovens

used by ferrous and non—ferrous metallurglc 1ndustries, etc.
(ii) Financlal assistance
The object of this programme is to promote, study and report on

medium and long-tenm loans for purchasing equipment and/or raw material
to artisan and small-scale industry, which are then granted by CCRFO.
Artisan loans have the follow1ng characteristics: ‘ -

They are not re—adgustable. Their interest rates are based on
percentages of the bank rate 1n effect during the previous 31x:months=
during the first and second years, 70 per cent; the third year, 80 per
cent; the fourth year, 90 per cent} and the fifth year, 100 per cent.

For fixed capital investments (installations, equipment, machinery or storage
sheds) the maximum term is five years, and for working capital (raw materials
only), two years,

/The regulations
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The regulations for small-scale industry are substantially the same.
Ioans of wp to five years, are not re-adjustable. Those for between five
and eight years have a 6 per cent interest rate and are re-adjustable
according to the index of wholesale domestic industrial products. The
term for working cepital loans is 12 months. In special cases, small~
scale industry may import equipment directly, and payment of customs
duties and the loan itself may be deferred,

In this credit assistance, CORFO supplies the funds, fixes the
rates, approves, and carries out the banking procedures of drawing-up,
paying-out and recovering each loan., The Service prepares the technical
and economic report and lends technical assistance to the borrower and
supervises him. '

As resources are limited, principles of selectivity are used, based
on such aspects of the country!s economic development as: generation or
saving of foreign currency; sub~contracting; and lending of specialized
services, )

A list of priorities has been set up, according to CORFO standards,
which favours enterprises important to regional development and folk and
artistic crafts,

The credit programme is in effect throughout the country, and is
adninistered by personnel permanently stationed in the provinces.

The work accomplished in financial assistance may be appreciated
when it is considered that in two years of effective operation, 807 artisans
have been granted a total of 3,482,000 escudos, and in one year loans to
small-scale industrialists totalled 1,700,000 escudoss

This does not show the total work of the Technical Assistance Service,
as the requests made and the reports prepared were considerably more,

Part of the loans were for reconstruction in the area affected by
the earthquake of March, 1965,

Loan supervision is directed toward evaluating the results of this
assistances It has shown that the workshops benefited increased sales by
an average of 39 per cent, personnel by an average of 20 per cent, and
productivity by an average of 16 per cent,

/More and
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Mote and more interested partiéé, ihﬁééhﬁiagb'and.éhe provinces have
been receiving information concernlng the Credlt A551stance Programme of
CORFO and the Technical Assistance Service,  With details on the programme's
objectives, terms and advantages, ‘ i :

(ii1) StudlesggL“prggects o ‘ . :

The aim of this prograirme is to carry out studles of a general

nature with the view of guidlng the develunment of smai_—scale and artisan

industry and encouraging specific proaects for settlng up new small—scale
industries,
The studies completed 1hc1ude‘ -

Marketing studies: - Several studies of markets and marketlng, according
to sectors and products, have been made in order to clarify the =
prospects of small-scale 1ndustr1al and artisan enterprlses, and
determine most” effiClent means of dlstrlbutlon for them.

Basic small-business law: A rough draft has been made of. a basic

law for small-scale industrial enterprises. It consists of two parts.
"The first gives provisions relative to definitien, registration,
statistics and institutional bases; the second present measures for
pramotion through a Development Fund for Small-Scale Enterprises,
facilities and exemptions from importation and internsl taxes (income
tax; inheritance, appropriations and donations ‘taxes; sales tax, etc.)

Integral development project for small and medium-scale industries
4n Chile: This project considers an.expansion and intensification
of promotion of small and medium=—scale industries “throughout the
country, by means of studies and research, preparation and starting
of new individual industrles and-complexes, ‘advisory services and
technical and technologlcal_asslstance, credit assistance, professional
training, information and guidance, and development of co-~operation,
marketing, design and quality.

The United Nations Special Fund has been approached for ‘technical
assistance by experts, equipment for technical asslstance to
enterprises, and grants for profe351onal training of the Serv1ce's
staff members,

Preliminary study for an 1ndustrie; complex in Osornos A prellmimary

study has been made of a.small-scale, ;ndustrlal complex in the city

" of Osorno, envisioning the establishment of 15 small-scale industries
with common industrial services and four common development services
(office of technical advice and assistance, service workshop,
laboratories for experiments and quality control,{1nstruct10n rooms ),

These last would serve not only the industries of the coﬁplex but
would advise and assist other small-scale industries in southern Chile,
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Project for increasing the credit line through foreign loans and
the establishment of a Development Bank: This project plans to give

broader scope to the current credit aid programme of CORFO and the
Technical Assistance Service, It would enable a larger number of
artisan workshops and small-scale industries to modernlze and
improve their operation.

Preliminary study for a Savings and Guarantee Co-operative: This
preliminary study is under oonsideration., It would partially

guarantee the loans made to small entrepreneurs, should they not have
sufficient bank guarantees, It would be a self-help organization,
with a membership of artisans and smallwscale industrialists. The
funds for this co-operative are lacking, as the members! contributions
would be insufficient, at first, Govermment or international
assistance is necessary, ' '

Project for a supply distribution society for small-scale and
artisan industry: This project would help these industries with

problems of raw material purchasing and product sales, as follows:

~ By  supplying commercial aid in buying raW'materialé,.intenmediate
- products, capital goods, machines, tools; accesories and parts,

-~ By incbeasing the sale and export of their products, whether in
goods or services,

~ By supplying pertinent information and technical assistance.
-« By encouraging participation in fairs énd éxpositions°

~ By assisting the formation of other co-operatlves and societies
for supply and distribution, ) .

The co=operative would not buy or sell on its own account, but only
as a commission merchant, agent or representative of the members in
purchasing raw materials and selling the finished products,

Project for setting-up artisan workshops: An econamic study was made
concerning the setting-up of artisan workshops in the fields of
plumbing, electrical apparatus, heating, refrigeration, and electronics
in the cities of Santiago, Valparaiso and Concepcién.

Brochures were prepared with instructions for setting-up this kind
of workshop. These are being distributed and support is being sought
from the Prcmocién Popular for development.,

Help has been given by I.C.E.M. an organization intérested in
bringing in highly-qualified European artisans in these fields,

Specific geasabilitz studies by the Technical Assistance Service:
Their object is to determine the need for new industries or the

feasability -of new products, up to the level of projections or
technicel and economic feasability studies, They include studies
concerning agricultural machinery repairs, agricultural machinery
parts, automotive parts and roller bearings,

/Feasability studies
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Loed

Feasability studies for third.gartles' These studles are commissioned

by interested parties, and are carried out, if warranteds Among these
studies are those concerning castor oil, pressed brick, activated
clay, electrical hand drills, magnesium hydroxide, a wool washer in
Coyhaique, tire valves.

Reg;onal gro;ects A sectorial empha31s was given. to Studies for
Regional Projects in August, 1965, when, with the technical assistance
of the Chile-California Programme, ‘a2 regional development plan,
designed to use fully the natural resources of each area was started.
Accordingly, the Osorno-Llanquihue project was studied, as well as

the econanic development preliminary gstudies for the Comuna de Palena
and for the Comuna de Navarino e Isla Grande ‘de 'Tierra del Fuego.

Information and co-operations  This programme aims, t9 increase the:

participation of small-scale businesses in the country's economy,
by improving their resources for dealing w1th domestic or forelgn
factors, :

The work accomplished since March, 1964, when the Office of Information
and Co—operation was started, includes various activities,

Up to October 31, 1965, 2,200 consultations were held with smalle.
scale industrialists and artisans in Santiago and 800 in the provinces,
and 8,000 copies of publications were handed out (3,000 in Santiage -
and 5,000 in the prov1nces) which dealt with verious matters
relating to co~operatives, associations, budgets, sub-contracting,
credit assistance; establishment of new businesses, -taxation, etc,.

40 courses, attended by 670 small=-scale industrialisbs and artisans, -
were given in Santiago, Valparafso, Talca, Concepcién, Temuco, :
Valdivia, Osorno and Punta Arenas, on subjects especially linked
with commerce and administration.

Advisory services to associations of small-scale industriallsts,
producing in various headings, continued in Santiago and other
cities,

The promotion of co—operatives is being carried out through educational
courses, socio~economic studies, and advisory serv1ces to existing
co~operatives or those in formation. : :

Information and adv1sory services to associations end co—operatives,
in matters of budgeting, sub-contracting and de51gn, are being
maintained, ) ‘

Special emphasis has been given to sub~contract1ng activities since
these and limited productions of high~quality goods which, frém

their nature, cannot be produced profitably by large-scale industries,
offer the best economic prospects for small-scale 1ndustry in Chile.

By efficient sub~contract1ng, the Verticallzation of large—scale

. industry will bé avoided. This now happens in many large enterprises

which are obliged to manufacture innumerable components of their

principal product, :
: Lon /Furthermore, high-quality,



Furthermore, high~cquality, high-styles; limited production articles,
which follow certain fluctuations due to fashion trends or
specialization, give great scope for the development of small-scale
industry. In many cases, large-scale industry benefits from the
fact that its exports contain a high manpower component.,

Another important objective of this programme is the organizing of

a Design Centre for small-scale and artisan industry, In the first
stages, modular and functional furniture has been designed for lower
incame housing, In addition, designs for furnishings to be used in
govermment constructed buildings have been studied and devei.oped,

and have been presented to co~operatives of small-scale industrialists,

7« Manpower training programmes
(a) Development of professional industrial tfaigigg

Professional industrial training is carried out through two basic
programmes: regular industrial instruction and programmes of professional
adult education,

(1) Regular instruction is through the national system of
education in industrial schools,~~ with selected pupils, with a minimum of
sixth year primary education and between 12 and 17 years old.

The studies conﬁinue from three to five years, The graduates of the
three~year course, after a six-month professional training-period in
industry, are given the title of Prictico in one of the following specialized
fields:

lLathe mechanic Cooper

Milling machine mechanic Shoemaker

Tuning mechanic Saddler-leather worker
Typewriter repairman Typographer-linotypist
Dental technician Bookbinder

Body finisher Line engraver
Electrician Press operator
Electrical coil winder : Lithographer
Automobile electrician Photo-engraver

Lathe carpenter Weaver

Welder Spinner
Locksmith~tinker Sizer-dyer
Upholsterer~varnisher Tailorts operative
Tinsmith-plumber Watchmaker

33/ As set forth in the General Law of Fiscal Scholastic Establishments,
under the direction of the Department of Professional Education,
The educational reform now under way will change these regulations
considerably,
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Agricultural machinery operator Jeweller

Tractor driver Barman
Fizherman Chef
Cast-maker ' " Pastry-cook
Building carpenter Waiter
Coachmaker

The graduates of the five~year course, aftgr‘ﬁihe months p:ofessional
experience in industry, receive the title‘of_Sﬁbtécniqo in one of the

following specialized fields:

Industrial mechanic _ Machine and automoblle mechanic
Agricultural mechanic - Forester

Die-maker 7 Furniture maker

Electrician , Founder

Shipwright ; Textile Qperatlve .

Sanitary installer Processer of fish and shellfish
Pattern maker : Fishing boat.master-

In-addition, there are two specialized schools: the National School
of Graphic Arts and the National School of Tailoring; which offer, the degrees
of Industrial Technician in Graphic Arts, and Tailofing Cuttef,,after nine
months professional practice 1n~industry and a board examination,

The study planslfof industrial professional education include 41 class
hours weekly in two different areas: general education and specialized
professional training, which is gradually being gxtended to the upper
level courses, ' “ a

The entire system of professional industrial education is currently
under revision., The govermment's Decree N° 21628, of December 10, 1964,
has set up a Permanent Commission to advise on the planning and co-ordination
of the various aspecté of technical professional education at the scholastic
and adult levels,

(ii) The Technical Aésistance Service directs a far-reaching prOgramme
of adult professional industrial education.

In the organization of all its programmés, the Service uses manpower
studies made by a group of.engiﬁeeré and ecbnoﬁists to determine the need
for qualified personnel in various'éconoﬁic éectors of the country,.
Specialists in work analysis, prepare methodlcal work procedures and the
International Labour Organisation provides adv1sors. The latter introduced
in 1960 the intensive teaching methodology now in uses

The Service's professionalitrainingvp;ogrammes are closely allied
with industry, Agreements have been made for the purpose of developing
basié and advanced manpower training with certain private industries and

/industrialists associations
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¢ndustrialists associations such as the Association of Metallurgical
Industrialists (ASIMET), the Chilean Chamber of Construction, the
Industrialits' Association of Valparaiso and Aconcagua (ASIVA), the Chilean
Small Industrialists! Association (AMPICH), the Chilean Electrical Company,
the National Electricity Corporation, etc.

Three basic types of programmes are carried out in factories, several
institutions with which the Service has special agreements (viz. the
Ministry of Education and the Army), or in the training centres,

The latter give intensive professional training courses of three types:

~ Basic Training (600-800 hours), for workers without previous training
in the particular occupation, usually given during the day,

~ Advanced Training (150-200 hours), given in the evening, for workers
in a particular field who wish to increase their technical knowledge
of all its aspects; and

~ Specialization (50-100 hours), given in the evening, for those who
wish to concentrate on a particular aspect of their field and
increase their knowledge and skill in it,

The Service has three professional training centres, located and
specializing as follows: ‘

location Number Specialization

Valparaiso 1 Electricity

Valparalso 1l Mechanics

Santiago 1l Construction, electricity

Santiago 3 Mechanics

Santiago 1 Industrial sewing

Santiago 1 Electricity

Talca 1 Construction, electricity

Concepcibn 1 Construction, mechanios

Temuco 1 Construction

Valdivia 1 Construction, electricity
and mechanics

Iota 1 Construction

Soon these centres will be diversified to meet the needs of the various
economic sectors, and seven new centres will be added,

The Training Centre for Instructors and Supervisors (CENFIS) is of
importance. Its functions are, among others, to train instructors and
supervisors necessary for the operation of the Service!s programmes, and those o
other institutions and businesses in general, regardless of size; constantly to
study teaching techniques and procedures, in order to obtain the best methodolog
for adult professional treining; to spread the best.teaching methods, etc,

/The Service



The Service has signed an agreement with the Ministry of Education,
through which CENFIS participates in the training and accreditation of technical
teachers in industrial schools. .

(b) Financing of industrial educatlon -

Chilean industrial educatlon is carrled out by government and private
schools. In both instances, the Ministry of Education supervises and
dictates the various courses given in industrial training programmes,

Private schoole which follow the Ministry's programmes can receive a
partial subsidy from the government. o .

The promotlon of new schools may. be effected by both the Minlstry or
private initiative, However, the Ministry alone may formulate new teaching
programmes.,

The Mlntstry of Educatlon's 196h budget was 2654 mllllon escudos, or )
'18.9 per cent of Chile's total budgets. 115 milllon were allocated to. 1ndustrial
edncation, out of the total of 27 million for profe351onal instruction,.

The financ1ng of the Techmical Assistance Service's adult tralning
programme is provided by the government through CORFO, Thls organization has
received full international collaboration in matters of equipment and experts,
The Service's l965_professional edncation budget was 10 million escudos. In
the last two years international contributions of equipment worth -

1,128,000 dollars have been received,

The country s two technical universities have branches offering
professional instruction on an intermediate level, The State Technical
University has six of these schools and the Federico Santa Marfa Technical
University has one.

(c¢) Need for skilled worker training during 1960-1970

Studies by the Technical Assistance Service on the need for skilled
worker training during 1960-1970 present the following figures:

(i) Skilled industrial manpower 1960: 371,900 persons and 1970z 559,300,

(ii) Training needs during the ten-year period: expansion, 117,000 persons;
retirement and replacement, 70,100; raising of skill standard, 117,700;
totalling 304,800 persons,

(iii) Means to.be used for training during the ten—-year period: informal
on—the-job training,VZOO,OOO personsl; training in industrial schools, 15,0003
and other systems (principally Formacién Profe81onal Accelerada o de Adultos
FPA) 89,800 totalling 304,800 personse

/(d) Graduates



(d) Graduates of various institutions engaged in manﬁower training

(1) Regular schools of professional training l

From 1955-1961, industrial schools averaged 22,25 graduates per school,
This average rose to 32,68 during the period of 1962-1964,

A total of 39 industrial schools produced 1,275 graduates in 1965 (an
average of 32,68), which adding pramotions from the fourth year of
specialization, gives a total of nearly 1,350, This figure should reach .
1,500 in 1966 and 1,600 in 1967, when recently created schools will add their
graduates,

Govermment edhcation is responsible for‘the above figures. To these must
be added the contributions of other educational agencies: private schools
affiliated with Féderacién.de Escuelas Técnicas Particulares 340 graduates;
other private industrial schools, 90 graduates; State Technical University 35/
schools, 70; Federico Santa Maria Technical University zé/school, 30;
totalling 530 greaduates. ' |

5 per cent of the govermment school graduates, and 2 per cent of private
school graduates go on to university studies, rather than joining the working
population.

About 1,900 graduates are expected in 1966, and 2,000 in 1967,

(ii) Adult professional training centres.

The'largest adult training centre programme is carried out by the
Technical Assistance Service. At present, after five years of functioning,
this institufion has 13 professional training centres throughout Chile, for
the purpose of adult (18 years or over) basic and'advanced traihing for jobs
in manufacturing, construction and mining,

In 1965 these centres and other Service programmes graduated
14,000 persons,

Table 64 prescnts the results achieved in basic and advanced manpower

traini.ng .

34/ Proyecto para una racionalizacién integral de la educacién industrial.
Permanent Advisory Commission of Industrial Education, December 1965,

22/ This figure is arrived at by substracting the number of graduates who
continue their education on the technician level from the total who finish
the five-year trade school course. The figure is slightly increased by
adding the number cf drop-outs from the first—year technical course,

éé/ Estimated figure.
31

May 31, 196k, statistics of DeIs0.P.E. (Departamento de Investigaciones
¥y Orientacién Profesional y Educacional)
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Table &4

. .

CHIIE: RESUME OF WORK ACCOMPLISHED BY THE TECHNICAL
"ASSISTANCE SERVICE AS OF OCTOBER 31, 1965

Centers

1. CENFIS

2« Construction Samtiago

3s Concepecifn

Lo Valdivia

5 Talca

6e Metallurgic

7e¢ Needle Trades ,

8« Franco~Chilean Santiago

9« Anglo-Chilean Valparaiso
10, Iota C
11l Franco-Chilean Valparaiso
12, Temmco -
13. Chiliean~Danish
Programmes

le  Arieca

2, Iquique

3. Artefagasta

Le Atzcama

5« Industrial School

6e Army

7e Agricultural machinery

8.

Busihesses

Special programmes

1.
24

3e

Operation Techo

Franco—Chilean Instruetional

Santiago af

. Franco=Chilean Instructional

Valparaiso a/

Total graduated in 1965
Total in training

N . h Gra&ué.ﬁes " Gi-édu'at‘..es

© Total

In

L 196061, 1965 graduates training Total

232 553 785 . 130 975

1 276" 460 1 736 34 1770

1129 238 1 367 211 1 578

720 349 1 069 33 1 102

510 . 131 6,1 58 699

1118 645 1 763 208 1971

333 148 481 72 - 553

101 725 1 756 168 1 924

27 69 96 116 212

- 83 83 L6 129

- 163 163 190 353

- 134 134 57 191

- - - R/ R4 |

6376 3 698 10 074 L 454 11 528

- 21, 2L, 152 . 366

1 278 373 1 651 216 1 867

175 171 - 346 137 483

10 87 97 69 166

663 586 12,9 543 1179

953 339 1 292 1041 2 333

398 295 693 211 904

6 759 2 036 9 065 425 9 490

10236 4371 14 607 2:79h 17 401

- 498 498 - 4,98

715 719 1 434 - 1434

- L66 L66 - 466

715 1683 2 398 - 22398

17 327 9 1752 27 079 L 248 31 327
9 752
L 248
14 000

Total

&

Basic Electricity

/The following
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The following,ta.i:le shov}s the results produced by the Department of
Professional Training during 1965, according to specialized activities, as
of October 31. ‘

Table 65
CHIIE ; INDUSTRIAL ZDUCATION RESULTS BY SPECIALIZED ACTIVITIES

oo et peclausion g
Mechanics 1 036 2 232 | 325 3 593
Construction 1 706 861 103 2 670
Electricity 412 920 26 1 358
Needle Trades : 191 62 - 253
Agriculture 168 439 - 607
Fishing 91 248 - 339
Mining 79 b - 123
Shoemaking 23 - - 23
Teacher Training 351 - - 351
Seminars - 257 12 269
Businesses programme - 2 731 - 2731
Special programes a/ 498 1185 - 1 683

Total b5z 891 ko 14000

a/ Operation Techo, Caja de Informacién y Autoayuda (Instruction and
Self-Help Fundj

/8« Productivity




8. Productivity services

The Technical Assistance Service'!s Chilean Productivity Institute
was injtiated in l95l, when the Cha.lean government approved a Basic
Technical Assistance agreement with the United States government. Both
governments agreed to exchange technlcal lmowledge in order to assn.st
Chile's development of her. econouric resources ‘and productlon capaclt ]r.

In 1952, CORFO signed a Co~operative Technical Assistance agreement
with the Institute.of Inter-Amer:Lcan Affalrs which set up the Technlcal
Assistance Ser\rlce.v In 1960, this. became an autonomous organlzat ion
associated with CORFO. Since then, it has received technical assistance
from the United Nations, 1nternat10nal organizatlons, and the governments
of various countries. This essistanoe has been centred on profess:.onal
training and other programmes.

The creation of this organlza.tlon met the country's need for
productivity promotion in all its economic act1v1t1es. '

Since its initiation, the Chilean Productivity Instltute has
accomplished important werk in its f:Leld. ’

It has gone through three stages in its thirteenuyear existence:
experimental or demonstrative,.direct and indirect technicel assistance,
and technical assisteonce to spec1f1c sectorse

(a) Experimental or demonstrative stage. Dur:.ng this period the
Technical Assistance Service made its first contacts with large-scale
industry: and began its productivity studiess Important mdustries in’

various sectors- were chosen as "pilot plants" and the Instltute‘s
technicians, advised by urternat:.onal experts, stud:.ed the problems of
these mdustrles and suogested solutions for them on the basis of modern
concepts of ratlonal dmmstratlon. ;

The impact of these first efforts may be sumned up as follows.

(i) Because the Serv:.ce gave concrete results, some entrepreneurs
realized for the first time this and the conviction was strengthened in
others that productivity Was a need of country-wide importances

(ii) Ma.ny_large-,-scale'entrepreneure were so impressed by the results
of rational admini;stration:in various fields that they attempted to convince
others of the need to apply these techniques, )

/(iii) The
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{11i) The Teahnical Assistance Service concerned itself with giving its
technicians theoretical and practical training in ratjional administration.
It used the collaboration of international experts, study grants in foreign
universities, and pjlot plants; The technicians gained experience through
on-the~job training, as well, Several of them later opened their own
consultation services.

(iv) Specizlists of the Tecnincal Assistance Service were able to
attest to the scarcity of technicians with knowledge of rationzl business
administration. .

The schools of Engineering, Economics and Business Administration
in the various universities rarely included courses in this field, and
those available were insufficlently developed to keep abreast with industrial
technical progreés;' Specialists reported this anomaly to the administrations
of the various schools, who realized that the universtities could not neglect
this new trend and accepted the curriculum changes suggested by the Technical
Assistance Service experts.

The Service's specialists not only supplied advice, but taught courses
in administration in most of the universities.

Thus the schools of engineering, economics and business administration
were the source of new technicians for the Technical Assistance Service and
industry'itself.

(b) Direct and indirect technical assistance stage. In this stage
the Technical Assistance Service provided direct technical assistance to
more than 400 Chilean enterprises in all economic sectors, in matters of
rational administration such as general organization, production planning
and control, plant and equipment layout, materials control, work methods
and procedures, work and job evaluation, accounting and cost control,
economic and financial analysis, étc.

'A programme of indirect technical assistance was carried out through

courses and seminars. These were designed to prepare enterprises personnel
as realization specialists and inform executives on various levels about
administration methods. '

/The Technical
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The Technical Assistance Service worked on such a scale that its

technical personnel were able to profit fully from its instruction in
- administrative methods, and most of those instructed became private -
consultants in rational business administratione .

The new policy of technical assistance according to 1ndustr1al
branches (which led up to the sectoral approach) increased industry!'s
demand for advisory services which gave increasing scope for the development
of private consultants.

(c) Stage of technical asisstance to specific sectors, .The Technlcal
Assistance Service is continuing its direct technical assistance, btut. on a
smaller scale, leaving most of this work to private consultents.

_In the two earlier stages, the Technical Assistance:Service:based its
strategy for increasing productivity on the two traditional systems: increase
of efficiency in individual enterprises by concentration on methods such' .as
quality control, preventive maintenance, etc,,-and encouragement of industry
as a whole to use these methods, | , - ,

A third means, somevhere between the tradltlonal.ones, is the..
concentratlop‘on specific sectorse A complete branch of industrial activity,
such as furniture or shoe mamifacturing, is used as a basis for a thorough
experiment in increasing its efficiency, By cencentrating on a relatively
small economic sector it is possible to use a wider range of methods and
achieve a larger and deeper effect in the country!s economye

.Each sector, in addition to development help on a government policy
level, needs to use techniques which will increase productivitys This is the
province of a Productivity Institute, which acts in the following areas:

“the design and installation of rational administrative systems and procedures
(production planning snd control, maintenance, personnel administration, etc.),
new techniques for improving work methods, administrative operation
demonstrations on all levels, productivity measurement of the sector to

guide and control its development,

In order that the Institute and the sectors and sub-sectors may
co~ordinate efficiemtly, productivity committees have been set up in each

sectors

/The Technical
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The Technical Assistance Service assigns specialists to their respective
gectors in order to prepare studies aimed at increasing productivitye

In poorly-developed sectors recommendations of a general nature are
put into practice by the Service's own technicians, More developoed sectors
contract their own technicians, wha constitute the nucleus for a Productivity
Centre for the sector. ‘

Specific recommendations by the Productivity Committees are put into
practice by special departments in the enterprises themselves and by private
consultation services. "

The Technical Assistance Service's sectoral action spreads ideas on
productivity, encourzages technician -training, and supplies a new market for
private consultation, all of which fulfil its basic objectivess

Productivity incresse activities by sectors have dealt with construction,
transport, textiles and wearing apparel, foreign trade, metallurgy, food
industries, ctc. '

The construction sector provides an example of this sectoral 'activity;
Productivity committees have been formed for various construction
activities (metal ccistinga, masonry, ironwork, planning and control, municipal

transactions, work methods) as parts of the Construction Productivity
Commission which consists of members of the Chilean Chamber of Construction,
the Chilean Institubte of Rational Business Administration and the Techincal
Assistance Servicee.

In order to demonstrate these productivity techniques, the Technical
Assistance Service has supported the Construction Productivity Commissionts
project for building a nucleus of 230 houses with funds from CORVI, advised
by the Productivity Committees and the Servicefs own staff,

(d) Econom’c resourcege The Technical Assistance Service carries out
its productivity development work 1ith fuuds chiefly supplied by CORFO,

During the last two years, these funde totalled 24 million escudos
(at 1965 valuation) and financed the Technical Assistance, Sectoral,
Smali-3cale Industry Assistance, and Adult Professional Training programmess
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Agreements have been made with the United Nations ~*/and various
c¢ountries and internctional organlzatlons éz/concernlng equipment, experts
and grants, totalliﬁg 5,571,296 dollars, for use in professional training
Progranmes,

9 Direct governament;l Dromotlon through<publlc
or mixed ocnterprisis

The governamental sector is involved in industry through stete or
mlxed enterarlses, generally in projects not of interest to the private’
sector for eeonomic recsons (profit potential or the investment requ;red);
production of materials importent to the country's economy which, due to
merket cohditions, can only be set up as single lines of production; and‘ -
those which open new fields of activity. '

These industrial Hrojects are designed to realize objectives such
as the full use of natural resources. They must be effective in regional
development, or play a socielly important role, or be of basic importance in
developing production of final consumption goods or lead to an economically
sound industrial sector in the country, etec, S

The government's narticipation in the flnaEC1ng of a particular
project or of an enter:rise varies according to its value and the interest
shown by the privaie investora , ] |

In general a government—initiated‘ihdustry loses State support only
when it proves to be of a non-essential character.

On the other hond the State tckes over the operation of industries
which are no longer of interest to the private sector, yet are necessary
to regionzl or national economy.

Teble 66 shows verious industrial enterprises with ;overmment

participation and in full operation,

38/ United Nations Special Fund and ILO.

22/ France, Denmark, 3elgium, Ingland, International Bank for Reconstruction
and Development (IBRD),
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Table 66

CHILE: PRINCIPAL MANUPACTURING INDUSTRIES WITH
GOVERNMENT PARTICIPATION

Heme

Partener-

ship
Produeting heading

of

oapital
(millions

Percent-
age of
government

Notes

dollars) oapitalization

Compafifa de Acero del
Pacffioo (CAP)

Corporavién de Radio
de Chile {RCA Vfetor)

Imprognodors do Madsres SeAs
{ PREGMA)

Industria Azuoarers
Neolonal SeA. {IANSA)

Empresa. Necional da
Petréleo (ENAP)

Zmpresa Pesquera
Tarapasd Sels

_Beet~sugar

Steel industry
(rolled steel,
tubing, indus=
trial ehapes)

67 979

Production and
distribution of
scund, television
and oinema equip~
ment

2 066

Development of 629
wood impregna=
tion industry

24 553

011 deposits,
refineries of
petroleun deriva-
tives and by~producis

Development of
combined fisheries
industry (meal, oil
tinned and frozen
fish)

1 1k

91 Y430 -

2349

333

975

947

100.0

9348

Supplies about
90 per cent of
Chilean production

Other enterprises

to be added as part
of the national elec~
tronios programme

First industry ef
its types Supplies
about 80 per oent of
the market

Produces 40 per cent
of the country’s sugar
consunptions The rest
is imported raw, and
refined by privatae
enterprises

Ouns all the countryts
o1l deposits. Will

partioipate in Chile's
petrochenical industry

One of the first
fisharies industries
oreated by CORFO's
fisheries plan
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Chapter VI
OUTSIDE ASSISTENCE TO INDUSTRIAL DEVEI.OPMENT

1. Financial assistance

In the last 25 years (1940-1965), Chile has received various kinds
of loans from abroad for her industrial development projects, fram both
the public and private sectors. These may be listed as follows:

(&) Eximbank

Has helped finance many industrial projects, such as the Compafila de
Acero del Pacifico (CAP) (seven loans totalling 115 million dollars),
MADECO, 2 rayon plants, ﬁood, textile, metal-processing, fishing and
other industries. o

Eximbank's industrial loans‘total 140 million dollars. .If electric
power generation is considered an industrial activity, the total is
195 million. ‘

(b) Inter—American Development Bank

Hes given help to industry either by direct loans or loans granted

through government organizations. Recipients of direct loans have included:
ENAP; Tarapaca Fisheries; Pinihue Paper, Cardboard and Pressed Woode Others
have been supplied'through the three loans received by CORFO which totalled
20 million dollars. »

In all, the Intev—Amerlcan Development Bank has loaned 56 mllllon dollars
to the industrial sector,

(c) Other international organizations

The International Bank for Reconstruction and Development and the

International Finance Corporation have supplied loans to the public sestor
(CORFO, dairy and meat slaughtering and packing plants) and to the private
sector (Pinihue Paper, Carozzi Noodles, Bio-Bio Cement), totalling
30 million dollars.

(d) Foreign private banks

Have contributed to financing of such projects as CAP, Polpaico
Cement, fisheries; The industrial sector has received 11l million dollars,
in addition to 7 million dollars loaned to Chilectra for electric power
generation,

/(e) Foreign
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(e) Foreign governments loans

Various governments have grirted special credit lines through CORFO
or the Banco Central, for the purpose of financing industrial projects in
both the public and the private secztorses These include the governments
of the German Federal Republic, England, Switzerland, Finland, Sweden,
Norway, Denmark, Canada and Spain. Their loans total 50 million dollars.

2. Forei rivate investment

In recent years, Chile has received mosﬁ of the foreign capital
investments in her industrial development under the provisions of
Decree Law N° 258, known as the "Investor's Statute',

The distribution of these investments according to industrial activities
is shown in table 67, ]

In addition to the mentioned Decree, there are other investment
channels by which Chile's industry receives capital in foreign currency.

In 1961, the Ministry of Economic Affairs? Decree 1272 set up the
mechanism through which the foreign investor can change his foreign currency
to the Chilean equivalent for investment purposes, including industry, At
the same time, he is guaranted the right to convert the profits of this |
invesztment back into foreign eurrency, in order to send them abroade
In ad<ition, the Executive Committee of the Banco Central (through its
1963 circular N° 332) set up a procedure designed to favour investments
of foreign capital which are to favour export industries,

However, most of foreign capital inflows enter under the provisions
of Decree Law N 258,

/Table 67
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Table 47

CHILE: DIST“IBUTION OF FOREIGN INVESTMENT ACCORDING TO
INDUSTRIAL HEADING IN 1954-1964

Industries. . . . Number  Millions of dollars
Food industries : 10 23
Beverages 1 0.0
Textiles 16 ‘ 12,2
Footwear, clothing and other articles | l,: . 0.2
Wood and cork 2 0.1
Paper and paper products 6 28,0
Printing and allied industries 2 0.1
Leather and leather products, - ;
excent footwear 7 0.9
Rubber products L .3 _ 0.9
Chemical substance and prqducié . BQM . ‘9u9
Petroleum and coal produqfs | - 3 0.8
Non-metallic minerals |
(except petroleum and coal) L .13 3.6
Basic metals 5 : 2.0
Factories for metal products, except ' I
Machinery and transport equipment 9 2.2
_Machinery, except electrical machinery  W‘5*‘ 1.8
Eleqtrical mé.chinery s i
accesories and articles 1 0.1
Transport materials 6 2.8
Miscellaneans manufactures L Ouk
Construction 3 0.9 -
Transport -9 0ok -
Warehousing a1 - 0.5
Communications .l ©0al
Services v oL Ry

/3« Technical
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3+ Technical assistance

Among the multilateral technical assistance programmes in operation
in 1965 are the following:

(a) Projects of the United Nations Fxpanded Technical Assistance Programme

Number of Experts Project Number of months during 1965
1 Financing and market 12

problems of small-scale
industry (Technical
hasistance Service)
(scT)

1 Maintenance of 12
machinery and equipment
in small-gcele industry
(sct)

2 Technology of steel 3 months each
industry

A 10,000 dollar marketing study for the smallwscale leather industry with
a view to exportation to the United States,

(b) Projects of the United Nations International Labour Organisation

Number of Experts Project Number of months during 1965
2 Training in metallurgic 4 months each
industry (SCT)
1 Industrial Productivity
(SCT and CORFO)
1 Formation of co-operatives 7

(e) Projects of the United Nations Special Fund
Through an agreement between the Internstionational Labour Organisation

(110) and the Chilean government agency, The Technical Assistance Service
(SCT), the United Nations Special Fund (with a contribution of

1,120,000 dollars) and the Chilean govermment (421,000 dollars) undertook
the financing of a training cemtre in Santiago. This is to prepare
instructors, supervisors and foremen for the following trades, both in the
public and private industrial sectors: Technical design, agricultural
machinery, electricity, welding, carpentry, metallurgy, lathe operation
diesel motor wvehicle mechanicse The necessary equipment is valued at
300,000 dollarse.

/(d) Projects
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{d) Projects of the Inter-American Development Bank -

Project

Fisheries development

Financing of fisheries
enterprises

Financing of pulp
industry expansion

Fimancing of a saw
mill DA

Development of enter-
prises in industry,
mining, fishery,
lumber and small-
scale industry
Financing of
expansion of the pulp
plant at Laja

(private)

‘Amount spent
User Date Amount until February
. of appreved 1965
Approval (dsllars) (dollars)
CORFO 49,61 6 0C0 000 5 655 902
CORFO" 12,7,61 4 750 00O 4 530 294
Compaﬁia
Manufacturera
de Papeles y
Cartones o
(private) 11.8.62 16:C0O CCO 12 090 904
Maderas
Aglameradas
Pinihue . L .o
(CORFO) . . 2.7.63 1235000 1027 937 -
' CORFO " 3.12.64 6000 000 2 484 137
Compafiia
Manufacturera
de Papeles y
Cartones _ o : h
10.8,64 1 400 000 - -

/(e) Projects
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e) Projects of the Inter-Governmental Committee for Buropean Migration

Fishing masters brought over in 1963 for the fisheries industry.

15,000 dollars.
15,000 dollars.
-+ 15,000 dollars.

Total

Tractor repsair workshop in San Felipe.

Tractor repzir workshop in Chillan,

~and Concepcicne Five Spaniards,
Technical assistance to be provided during 1966 and 1967 by the
United Nations Special Funds

3 000 dollars in equipment

216 000 dollars in experts
29 000 dollars in grants

258 000

Two Belgians.

Five plumcing workshops in Santiago, Valparaiso

Finally, among the bilateral technical assitance projects in the
industrial sector are the following:

Country Project Contribution Year
in dollars
Belgium Labour Pramotion Institute 180 000 1965
Belgium Technical Assistance Service
(5CT) Copiapd 110 000 1965
England Technical Assistance Ssrvice
Equipment 42 000 1965
France Technical Assistance Service
Equipmsnt 115 000 1965
United States Co-operative Financing Institute 1 650 000 1965
United States Labour Promotion Institute 523 000 1961~66
Denmark Technical Assistance Service
Equipment ’ 100 000 1965

/Denmark
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Country Number of experts Project Number of months Year
at work
Denmark 2 MAT?U METALLURGIC
CENTRE August 1965
Holland 1 Pulp industry
Sweden 1 Industrial marketing
of meat 3 1964
France Technical Assistance
Service (SCT)
30 000 dollars
Derm-=rk Technicel Assistance
Service (SCT)
3 000 dollars
Country Number of grants Project Months
Germany 8 Enrineering specialists
and technicians 9
Holland 1 Small-scale industry







