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HAITI

1. ZRecent economic trends

According to preliminary data, the growth rate of the economy
appears once again to have slackened. It is estimated that in 1974
the éroéé domestic pfoduct rose by 3 per bént, which is the lowest
rate recorded in the present decade, although double the rate of
population growth.

The evolution of the product bj sector of economic activity
showed marked reductions in the growth rates of manufacturing, mining
and Services,Aexcluding basic services. In contrast, a s;ight
recovery was observable in agriculture, which accounted for nearly
half of the total product, while construction stepped up even
further its high rate of growth (see table 1).

Haiti is one of the 1"ew Latin Amcrlcan countries that has not
benefited from the fgvourable situation as regaras world prices of
primafy products. The increase in the unit value:of exports of '
15.9 per cent in 1973 and 32.7 per cent in 1974 was cancelled out
in the first of these vears and exceeded in the second by the higher
prices of iwmports. This state of affairs, cowbined with the |
stagnation .in the volume exported in 1974, led to a reduction in
the purchasing power of exports (of 14.5 per cent) and the final
result was an 0.4 per cent contraction in the volume of imports of
goods and services. .

The slower growth of total production, combined with the decrease
in the volume of imports - and despite the stagnation in the volume
of exports - was responsible for reducing the increase in the
domestic supply of goods and services from L.l per cent to barely
1.6 per cent in 1974. This was reflected, on the demand side, in
a decline in the growth of investment, and particularly of
consumption, where an increase of only 1.3 per cent was recorded in
private consunption, while general government consumption contracted

by a similar proportion (see table 2).

/Table 1
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HAI.TI:‘ GROSS DOIBSTIC PRCDUCT AT PACTOR COST, BY SICTGR OF ECOHOMIC

Table 1

ACTIVITY

1i3113ions of gourdes Structure Annual growth rate
at 1970 prices (percentages) (percentages)
wo 3 gy o g 0 s
Agriculture 1 ol1.0 1 120.7 | 1 134,0 50.8 LE.6 3ok 0.6 1.2
liining 35.0 14549 5042 1.7 241 0.l 3040 9elt
Manufacturing 201.0 25644 2664 9.8 10.9 743 10.8 369
Construction 7.0 7249 85.2 2.3 345 15.8 15.4 17,2
Subtotal goods 1 324,0 1 49s.7 1.535.8 6.6 6341 L) 3.6 247
Electrioity, gas and water 2740 3642 38.8 1.3 1.6 14,2 2.8 762
Transport and communieations  L49.0 61.0 63.6 2.4 246 9.4 3.9 4.3
Subtotal basic services 7640 972 102.4 3.7 b2 112 3.5 5.3
Commerce and finance 223,0 281.0 291.1 10.9 12,0 843 74 346
Government 9540 11343 120.9 4,6 540 246 13.3 647
Ownership of dwellings 20440 21649 219.6 10.0 9.0 L. 242 1.2
Miscellaneous services 129.0 159.5 163.9 6.3 647 8.0 6.0 2.8
Subtotal other gervices 6510 770.7 7952 3.8 3247 5e5 Gelt 32
G;_.Tt_:_;domesuc produet, 051.0 2 363.6 2 4340  100.0  100.0 5.0 4,5 3.0

Sources: 1570=1973: ECLA caleulations based on figures supplied by the Haitian Statistical Institute;

1974: HCLA estimates based on data from the same source,
&/ Preliminary figures.

/Table 2
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Table. 2

HAITI: TOTAL SUPPY AND DEMAND

‘it1lions of gourdes Structure Annual growth rate

at 1970 prices - - (percentages) (percentages)

1g70 13 1974/ 970 1974/ iZZ’ 73 7/

Total supnly 263 o zosh gk Ihd 5.3 b Lb
Imports b/ 348 L2 578" 15,4 ik 648 38 ~Belt
Gross domestle product 2 255 2 599 2 676 100.0  100.0 5.0 45 340
Totel demand 2603 3o 30k ush uha 53 b Lb
Exports b/ 265 . 308 309 " 11.8 T11.5 8.0 ~0.3 0.3
Domestic demand 2338 - . 2703 2745 _1_qg__6_ - 102.6 5_2 5.0 1.6
Gross domestic investment 157 218 T 233 7.0 8.7 £e2 9.0 6e9
Total consumption 2181 2 485 2 512 96,6 9349 bok ka6 1.1
General government 188 228 225 : 8.3 B 243 15.7 ~1.3
Private 1993 2 257 2287 90.3 85.5 i{.s 3.6 1.3

Sourcess 1970-1973, ECLA caloulations basod c¢n figures supplfod b 'the Ha,itia.n Statistical Institute:

 1974: ECLA estimates based on data from the same source. :

Note: The' figures for exports and imports of goods and services were talken from balance of payments data
expressed in dollars at current prices, which wers sonverted to constant 1970 values by deflation,
using price indaxes caleulated by ICL4 for the purpose.

&/ Preliminary figures.

b/ Goods and services, excluding faoctor paymentse

/The growth
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The growth rate of investment expenditure dropped two points
in 1974; however, it remained at the satisfactory level of nearly
7 per cent, which, together with the 1oss of momentum of the total
produdt,‘cdntributed to raising the investment coefficient; this
nevertheless, remained at extremely low levels, rising from 7 per
cent in 1970 to 8.7 per cent in 1974. Of the latter percentage,
only about one-quarter represented public investment, mainly in
the construetion of roads and the improvement of public servicese.

Ihvestment'by the private sector has increased rapidly since
1972, being used mainly for the construction of tourist
infrastructure and the establishment of some light industries. In
addition, cement production capacity was indreased to 30,000 tons
annually and work began on-the construction of a steel plant which
will use imported scrap and hydroelectric power from the FPéligre
station.

The slackening in the rate of economic growth in 1974 was
accompanied in the second half of the vear by a similar trend in
domestic prices. . Figures up to November indicate that consumer
prices rose 18.8 per cent, i.e., inflation remained at around the
previous year's rate of 20 per cent, in spite of the repercussions,
particularly in 1974, of the rise in import prices (18 per cent in
1973 and 49 per cent in 1974). The unsatisfactory and uncertain
results of agricultural production,; especially that destined for
the domestic market, accentuated the already heavy dependence on
food imports and, therefore, the effect of their high prices.
Added to this was the rise in the price of fuels.

The impact of external prices was counteracted by curtailing
the means of payment, which at the end of Sentember were still at
the December 1973 level. The only expansionist factor of monetary
liquidity appears to have been domestic credit, which up to
September had increased by 30 per cent (27 per cent of which went
to the private sector), since at that date international resecrves

showed a decrease and quasi-money rose by 4l per cent.

/2. Foreign
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2. TForeign trade and the balance of payments

- The high world mariet priges_in 1973 favoured only a few bf
Haiti's.export commocities, sucﬁ as sugar, bauxite and sisal. he
price of coffee, which represents about 4O per cent of its total
exports, increased much less. This trend was reflected in a rise
of about 33 per cent in the unit value and a slightly smaller
increase (31 per cent) in the total value of exports, .due to the
slight reduction estimated in the volume of exports during the year.

The value of imports of goods rose 4l per cent, owing to the
prevailing high prices, particularly‘of foodstuffs. - which account
for a large proportion of Haiti's imports - and of fuels, which,
for the same reason, must have absorbed about 15 per cent of total
imports. Thus, the average prices(of;imports increased 9 per cent,
while their volume decreased by about 6 per cent. .

As regards the country's nain export commodities, coffee sales
decreased in volume, so that their. value must have varied little
with respect to 1973%. The value of sugar exports is estinated to
have reached 12 million dollars,\ioea,‘over-three‘times the 1973
figure: in addition to the extréordinary increase in sugar prices,
another factor seems to have been the iecovery of around 20 per
cent in the volume exported, following a reduction of one-thirc .
in 1973. 7

Exports of sisal seem to have reached some 3% million dollars
- 85 per cent more than in 1973 - about 4O per cent of which is
attributable to an increase in volume. Bauxite exports, in contrast,
seem to have dropped.by about 10 per cent, owing to the smaller
volume of sales. 7 :

As regards.other relatively important products, exports of
essential oils and meat appear to have shown little change in volume
with respect to 1973.

Lxports to the Unitec States of light manufactures procuced
locally, mainly'from imported ;§w matériéls,:have rapi&ly heconme

more important in recent years. In 1973 they reached a value of

/some 40
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some 40 million dollars (total exports of goods amounted to

52.5 million dollars that yéar),éﬁ/ %3 million of which represented
products manufactured with around 29 million dollars' worth of
imported inputs.

These exports consisted mainly of articles of clothing, footwear,
toys and sports items, electrical apparatus and material, etc.
Unfortunately, there are no data available on the trend of these
exports in 197&4.

The uneven growth of exports and imports during the year
resulted in a trade deficit of 34 million dollars, which is 64 per
cent higher than the 1973 deficit énd nearly four times those
recorded at the beginning of the decade. Added to this is the deficit
of 14.2 million dollars resulting from the movement of services,
which is mainly attributable to the consicerable increase in
expenditure on freight and insurance, since the net income contributed
by tourism rose from 7.7 million dollars in 1973 to 13 million in 1974,

The movement of goods and services described above, added to
the net external investment income, but subtracting the large inflows
which normally accrue under the head of private transfer payments
(22 million dollars) resulted in a final current account deficit of
33 million dollars, which is equivalent to 27.4 million SDR units,
or twice that recorded in 1973 (see table 3).

The cdeficit on current account exceeded the net inflow of
non-compensatory capital of 18.7 million SDR units, which was
considerably higher than that registered in 1973. It was therefore
necessary to use international reserves to a valte of 4.8 million
SDR units, and 3.9 million dollars provided by the fund created to
compensate for balance of payments disequilibria caused by the high

prices of liguid fuels.

-

30/ This value relates to the proportion of exports produced
from local raw materials and the rest of these exports after
subtracting the cost of the imported raw material used in
their manufacture, i.e., approximately 7 million dollars
in 1973, ‘ o - ‘

/Table 3
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Table 3

Current scoount
Zyports of goods end services
Goods FCB
Services
" Transport
Travel
Imports of goods and services
Goods FOB
Services
Transport
Travel
Net external investment income
Profits
Interest
Net private transfer payments
Balance on current account

Capital account - -
Net external financing (a.+bfo+d+e)

(a) ‘Net external non-compensatory eapital 9.8

Direct investment
Long~and medium-term loans
Amortization psyments
Short-term llabilities
Official trensfer payients

(b) Domestic non-compensatory capltal
or assets

(e) Errors and omissicns
(d) Allocation of SDR units

{e) Net compensatory financing
(inorease -)
Balance~of=paynents loansjarrecrs,
IMF loans aml other lizbilities

¢f the momstary suthoritles
Amortization payments

Movements of {creign exchange
reserves {increass -)

Movements of gold reserves
{increase =)

SDR units (inoreage -)

1970 1971 1972 1973 1974
5249 €ha3 5745 6143 80,1
39.0 7.1 39.4 43,6 574
13.9 17.2 18.1 17.7 22.7
043 1.0, 0.9 0.5 1 0.7
6.6 8.7 12.4 pURE 17.3
6945 78.6 79,1 8743 120.0
Ly 5549 56,0 éo.7 . . 85.6
21,8 2247 23.1° 26,6 . Sl
9.8 1047 12.0 1347 19.1
4-3 4.5 k.8 545 6.5
-36 -39 ~ba2 o =l ~6.0
~3e2 =36 -3.8 -1 5.3
0.l «0e3 0. ~0.5" 0.7
15.0 13.1 2242 17.3 18.5
=502 =5.1 -346 -13:3 ~27.4
5e2 5el 346 13.3 27.4
10.6 1645 7.3 O
2&8 3.’4 308 7.2 !
1.2 246 1042 1.6
~1,3 <143 ~2.9 -2.8 ‘
042 0.1 1.0 Bl S 18.7
6.9 5.8 R 72 ;
-2.6 -3t -2.5 ~5e2 |
0.9 3¢9 -l4,6 0.7
25 240 240 - -
-3.6 -840 7.8 0.5 8.7
0e3 - 0e3 0.2 .
“249 ~242 <142 -
~0.9 - =248 Sl 0.3
- =2.0 0.6 045 ces
=0,1 -1.0 ~1.9 0.1

Source: Interrctional Monetary Fund (IIF), Balance of Payments Yearbool: vols 26,

&/ Bstinates based on offlisial statlstics.

/HONDURAS
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HONDURAS

1. Recent economic trends

In 1974 the gross domestic procduct of Honduras decreased by
0.5 per cent, thus reversing the upward trend of 1973 when it reached
5 per cent (see table 1). '

’ This unfavourable result of econonic activity may be attributed
to various factors and circumstances; the most important of these
were, of course, the consequences of the hurricane which descendec
on the country in mid-September, and whose repercussions aggravated
existing problems and alsc caused new bottlenecks in the country'’s
economy.’l/

Previous to this, there had been other phenomena which played
their part in weakening external demand, and through the decrease in
employment and income conveyed a downward trend to the rate of growth
of total demand. All this took place under circumstances in which
the trend in import prices - particularly petroleum and its products -
was putting pressure on procduction costé, and é serious deficit was:

building up in the balance of payments.

31/  Around §,000 lives lost and about- 243,000 persons affected,
plus considerable damage in the physical infrastructure, stocls
of agricultural and livestock capital and national resources,
with their consequences on income, the balance of payments and
the financial situation of the public sector, were the immediate
results of the disaster. For more details see, Informe sobre
los dafios y repercusiones del huracén Fifi en 1a econom1a
hoqdurena (L/thAL/AC°o7/2/Vev 1), October 197L, prepared by
the Mexico Office in collaooratlon with SIECA and BCIE.

/Table 1
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Table 1
HOI'DURAS: TOTal SUPPLY AND DEMAND

Millions of lempiras . Struoture Annual growth rete
at 1970 prioces (peroentages) (peroentages)
1970~

1970 w73 e/ w70 gy L7 103 1974/

Total supply 19149 2 0654 2 120.4 1339 13.6 Q.6 6.6 2.1
Imports b/ 485.3  W464 5095  33.9 36 =97 12,9 141
Gross domestic product 1 929.6 1 619.0 1 61049 100,0 100.0 349 540 ~0,5

Total demend | 19149 2065.4 21204 123.9 136 0.6 66 2.7
Exports b/ 389 W27 BOZA 26,9 253 5.0 M3 -8,0
Domestic demand 1 530,0 1 622,7 1 713.0 10740 106,3 =05 - 72 5.6
Gross domestic investment 31245 280,2 3614 21,9 22,4 13,7 205 29.0
Gross fixed investment 273.2 . 255,6 278,9 : 19,1 1743 -8.9 12,8 91

Publie ' ol 58,0 64.6' 6.6 beO =27¢3 16,2 11,k
Private 178,8 197.6 A 214¢3 12,5 13,3 =06 11,8 845
COnstruetic;n e eoe voe eee eve ese cos see
Machinery and equipment Y ase see ess  ase .es eea wee
Total consumption 1 217,5 1 3H2.5 1 351.6 55.1  83.9 2.6 4.8 0.7
General government 166,2 171 172.8 116 107  =0.2 3.3 1.0
Private | 105L.3 11714 11788 735 732 3.0 5.0 0.6

-

Sourcess 1970-1972¢ ECLA saloulations based on figures supplied by the Cen‘bra.l Bank of Eouador, 1973-1974%¢
ECLA estimates based on dete from the same sources.

Note: The figures for exports and importe of goods and services were token from balance of payments data
expressed in dollars at current prices, which were converted to sonstant 1970 values by deflation,
using price indexes ocloulcted by ECLa for the purpose.

_a/ Preliminary estimatase
y Goods and services, .excluding factor paymentse

/The effects
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The effects of the hurricane were particularly disastrous for
the country's economy, owing to the fact that floods affected an area
which prdduced around 40 per cent of the agricultural product
- particularly banana- growing - contributed substantially to generating
employment and external resources, and also had an extensive network
of roads, ports and telecommunications.32/

Under these circumstances thé current account deficit reached
a level of 85.3 million SDRs as a result of the increase of 6,8 per
cent in the value of exports of goods ana services compared with a
growth of 48 per cent in imports. This sizeable increase was the
result of a combination of higher international prices - especially
of petroleum procducts - and the additional resources required to
replace losses in national output and capital.

~ The public sector, which at the Beginning of the year had
undertalien a serious economic and social development effort by
formulating the National Plan, had to face up to new problems anc
requirenents as a result of the cisaster; these brought a change in
immediate priorities as regards expenditure and investment and also
affected the amount of expenditure parfly as a result of the decline
in the collection of tax revenue. Preliminary estimates indicate a
decline of 35 million lewpiras in current income as a direct result
of the hurricane. - In brief, the publié sector deficit was 45.5 per
cent higher than in 1973 and thus made necessary a wider use of
external credit, the contribution of which to financing the fiscal
deficit in 1974 was 58.3 per cent.

The decrease of & per cent in the expoft quantum had a decisive
influence in reducing the growth rate of total demand from 6.6 per
cent to 2.7 per cent between 1973 and 1974 (see table 1). Ixpenditure
on consumption also grew less, with a drop in the increase of
L.,8 per cent in 1973 to 0.7 per cent in 1974. A4s regards private

consumption, some of the factors which brought it down were the drop

o A At s 8

%2/ Losses in terms of national resources were estimated at
150 million dollars.

/in earnings,
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in earnings, the effect of price increases 33/ and the relative
-shortage of food products;: howeVer, these effects were partly offset
by the increase 1£WWages and the price control policy applied to some
products .of general consumptlon, and the donations received from
abroad to attend to the basic needs of flood victims. As far as
public consumption was concerned, the drop in the growth rate may

be explained in terms of the‘ﬁolicy followed by the public sector

to cut down on spending with a view to increasing the capital formation
effort. The rate of growth of public investment reached 11l.L ver
’eent, in addition to an inereaee of~8a5 per cent in private
investment. ; : '

In 1974 appreciable quaﬁtities of stocks were accumulated as
a result of the voluntary retention of coffee, the cdecrease in meat
exports, and also a fesult ofistockpiling'in commerce and industry.

As far as supply was concernec, 1mports showed =z consicerable -
increase of 1lh4.1l per cent in real terms, enabling the decrease in
local supply to be offset at least in part. This was wainly a
reflection of the need to replace the losees caused by the disaster,
But it was also due to special imports made during the first half of
the year in the expectation of new taxes being apvlied to imports,
and this in’ turn led to the application of restrictive measures to

nports of luxury goods. | ‘ .

As regards local output (see table 2), given the relative
importance of aﬂrlcultural production and in particular of banana
output in the area affectecd by the hurrlcane, losses from these.
plantatlons caused the breakdown of a large part of domestic

economic activity.

-~

2%/ With an annual increase of 13 per cent up to October 1974k in
the consuner price index, inflation in Honduras was less intensive
than in the rest of the Central American countries, although
this rate is rather higher than the increase in local prices
in October 1973 (4.1 per cent).

Table 2
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Table 2

HONDURAS: GROSS DOMESTIC PRODUCT T FLCTOR COST, BY SJCTOX OF ECOHOMIC ACTIVITY

Agrdculture
Mining
Menufacturing
Construction

Subtotal goods
Eleotricity, gas and water
Transport and communications

Subtotal basie services

Commerce and finance
Government

Ownership of dwellings
IMlsoellaneous services ‘P/

Subtotal other services

Total

Millions of lempiras Strusture Anmual grawth rete
at 1970 prices {percentages) (percentages)
1970 173 19/ 1970 17Me/ 13;2” 1973 1974e/
446,7 510,9 4731 346 32,5 M6 W5 b
2%.1 ll 39.3 45.5 243 36l 362 26,8 15,8
180.5 221.9 234.1 14,0 16,1 646 8.1 545
646 5T2 590 5.0 40 =85 57 3l
209 83 LI 59 58 Mo Gk 2
17.7 18,6 19,0 1.4 1.3 0.8 349 2.4
85.9 100,6 102,8 6.7 7.1 542 5.8 242
1036 92  Lk8 80 8K k4 35 22
208.4 224,3 227.0 16,2  15.6 1.9 245 142
46,8 50,4 50.9 346 3¢5 1,5 43 1.
98,b 14 1163 7.6 8.0 61 5.5 L7
1125  124,0 126.5 o7 8.7 4.3 14 2.1
4660 513l 5208 361 358 33 246 L&
129006 14616 14543 100,0 1000 39 5.0 <05

Sources: 1970-1972: ECL: caloulations based on figures supplied by +:e Ceniral Bank of Hondurasj 1973~1974:
ECLA estimates based on official data,

Note: is the individual activities ond the totals were salculated independently, the sum of the former does

not correspond exactly. with the latter.

_a/ Preliminary figures,

/Towards the
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Towards the middle of the vear prospetts were favourable as
regards volumes of output, where the difficulties stemming from the
application of the néw tax on banana exports had been overcome. In
addition, as a result of an improvement in prices of basic foodgrains,
more funds available from the National Development Bank and
the intensive promotion work carried out, the area sown was expanced
and the rice; bean and maize harvests promised to be substantially
'lafgef than in 1973. Production of sugar cane and other minor crops
was also stepped up and fallow land was given over to the promotion
of baéic'foodgrains and to the establishment of rural settlements.

However, because of the floods, the volumes of output of the
main crops was substantially reduced as the following figures show:
bananas 21.7 per cent; maize 29.2 per cent, sorghum 11l.2 per cent
and cotton 13.5 per-cent. Stock-breeding also suffered from
considerable damage, both in dairy and meat production, anc the
problens facing the sector were aggravated by the recduction of exports
of meat to the North American market.

Some crops situated in areas. which were not seriously affected
by the floods, however, achieved volumes of output higher than those
of the previous year. Owing’in‘éome‘casés to the extension of
the area under cultivation and in ofhers to improvéments in
productionvtechniques with the incentive of pricekleVels in the
international market the output of coffee increased by 4.1 per ceht,
sugar cane by 7 per cent, tobacco by lobper cent and beans by
2.3 per cent, among the main crops. ) ‘ |

In the first half of the year, manufacturing received impetus
from the growth of sales of foodstuff, beverages, textiles and non-
mefallic minecral products increasingly directed towards the external
market, both in Central America and the'Unifed States, and also
from readjustments in wages which contributed to increasing local
demand. This favourable development was interrupted during the
second half of the year by the{paft—paralyzation of industries

situated in the affected area and by the lack of supplies of

/agricultural raw
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agricultural raw materials. ‘All this contributed to an increase
of only 5.5 per cent in the industrial‘product°

The increase in Honduras' exports to the Central American
market, however, as a result of the special treatment granted to
Honduras by the countries of the region at the end of the year, and
also as a result of the simultaneous effort to attend to recomstruction
requirements, and to development work figuring in the plan, and the
support which the international community has undertalien to provide, -
could check this trend.34/

Of the other sectors of the economy, construction shoved a
growth rate of 3.1 per cent, vhich was dbﬁn on that of 1973, and was
affected by the performance of capital formation analysec abhove,
particularly in the private sector. The finance sector also reduced
its growth rate compared with the previous year, like the other sectors
of economic activity which in one form or another showed evidence of
the bottlenecl: caused by balance of payments problems and the

inflationary tension which appeared in 1974 (see table 2).

2. Balance of pavments anc external trade

- s

The origin of the current account deficit, which amounted to
85.3 million SDRs in 1974, may be found in the active growth of
imports of goods (52.7 per cent at current values and 17.5 per cent
at constant prices), while the value of exports of goods only increased
by 6.3 per cent and the quantum decreased by 8.4 per cent. Of special
importance in this situation was the uneven growth rate of unit
prices of imports and exports:; while in the case of imports the
increase was 30 per cent, this growth was 16 per cent in the case of
exports. In the course of the year there were problems in selling

meat to the United States with the voluntary retention of sizeable

34/  See the Report of the Ninth Extraordinary Session of the Committee
_ of the Whole of the Lconomic Commission for Latin America
(U/CEPAL/AC.67/5). This meeting was convened to analyse the
natural disaster which took place in Honduras and to decide on
the international co-operation measures required. It was held
in New Yorl: on 21-22 October 1974.

/quantities of
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quantities of coffee and also a reduction in exports of timber.
Special mention on account of its size, however, should be macde of
the drop of 27.8 per cent in the volume of bananas exported and the
decrease of 17 per cent in their value. Ixports of coffee too
decreased by 25.1 per cent in terms of volume and 11.5 per cent in
terms of value. Exports of meat decreased by 43.9 per cent in volume
and 32..4 per cent in value. Only in the case of timber was there a
growth of 17.4 per cent at current values despite a crop of 24.2 per
cent in volume. -

In the case of imports, however, the increase in prices,
especially of petroleum and its products, offset any earnings from
the increase in the prices of the exports analysed above.

On top of this adverse situation in the prices of the inputs
required for the evolution of economic activity, came imports of
capital goods and material for the reconstruction of the physical
infrastructure. In addition, imports of goods increased by the
52.7 per cent mentioned above and the trade balance was in deficit
by 97 million dollars, following positive balances of around
30 million dollars in the two preceding vears. Furthermore, the
uncertainty as to whether the entire banaha—producing area destroyed
could be restored in the medium—térm, and the proportions which
imports of fuels had come to acquire in the structure of imports,
in addition to the capital equipment and raw materials required to
re-establish the rate of economic growth, all in all do not offer
much encouragement as regards possibiiities>of reducing this negative’
balance with any ease in the years to come. . -

As a result of the bilateral treaties between Honduras and
Nicaragua, Guutemala anc Costa Rica,jﬁy Tonduras' exports to the
region grew substantially, reaching a total between January and

September 1974 of 18 million dollars compared with a total of

35 The trade agreement drawn up in 1974 with Panama will show
real results as from next year.

/5.8 million
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5.8 million during the same period of the »nrevious yearo‘ Tor their
part, imports from these countries increased more slowly, and
Honduras' trade deficit with the region décreased. v

At the end of July a series of measures connecfed with external
trade was put into practice, including in particular the reduction of
the credit portfolio of the banks for trade and consumption:kthe
extension of a line of rediscounts for exports:; the reduction to one
year of the maximum deadline for import trade credit; the restriction
of the authorization granted to the banks to obtain external nediunm-
and long-term finance to purchases of agricultural or industrial
machinery and equipment and in certain cases to financing inputs;
lastly, the increase of between 10 and 90 per cent in duties on
imports of vehicles.

As regards capital movement, in 1974 there was a net inflow of
non-compensatory capital of around 64 million SDRs, which although
it was twice the amount of the previous rear, was less than the
deficit recorded in the currernt account, thus producing a decrease
of 21 million SDRs in the country's net international reserves (see
table 3). .

Z T 1
5. Honey and credi

——a

As regards the external monetization of the economy, liquidity
continued to decrease, and this would offer one more explanation of
why the general level of prices did not increase more shafplyn
Money supply followed the same trend: the balance at the end of
September 1974 was only 7.3 per cent higher than in September 1973.
Private sector deposits also recorded a slight decrease during the
same period. It is, however, noteworthy that at the same time as
primary liquicity in the hands of the public decreased, savings and
term deposits increasgd, as did holdings of bonds and mortzage bonds
in the hands of private persons, all of which contributed to reducing
the pressure on prices which could have caused an increase in the

growth of the means of pavment.

/Table 3
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Table 3

HONDURAS: BALANCE OF PAYMENTS

(Mllions of SDR units)

Current scoount

Exports of goeds and services
Goods FOB
Servioes
Trensport
Travel .
Imports of goods and services
Goods FOB
Servioces
Transport
Travel
Net external investment income
Profits '
Interest
Net private transfer payments
Balance on current account '

Caeita.l account

Net external finanoing (atbt+otdte)
(a) Net external nonecompensatory ozpital
Direot investuent
Long= and medium~term loans
Amortization peyments
Short-term lichilities
Offieial trenser pasynents
(b) Domestioc nonecompensatory capital or assets
{¢) Errors and omissions
(d) Mllocation of SDR units
(e) Net compensetory. finencing (increase =)
Balanoe~o fepaymonts loans, trade arrears, IMNF
loans and other liabilities of the monetary
authorities ' o
Amortization pcyments .
Movements of foreign exchanze reserves (increase =)
Movements of gold reserves (increase =)
SDR units (inorease -)

1971

1970 1972 1973 1974/
196,5 215.6 212.4 2364 2533
178,2 14,8 1914 214,6 22847

18.3 20,8 21,0 21,8 24,6

Sel 668 6.0 6.3 7.1
4,1 4,3 4,5 6a1 647
C2H4,3 0 219.5 203.5 24,2 36249
203.4 17745 162,6 201,9 30942
40,9 42,0 40,9 42,3 5347

2045 2046 19,4 21,5 31,2

11,9 12,2 12,9 12,1 12,5
~2246  =23.3  =21,0 27,5 =240
«20,0 -18.6 ~15.8 ~20,8 647

"2.6 . "“‘07 "‘5.2 '6.7 "807

249 361 340 249 2643
6745 =2lt,1 "9.F “3244 -85.3
. 6745 ‘24,1 9.1 32,4 85.3

57.6 3340 29,2 38,6 ¢

8.4 743 0.6 St

384 3049 2746 294

-506 "708 "9-5 "‘1008 . .

12,7 ~1.1 745 11,8 6349

3.7 3.7 3.0 2.8

2,9 ~ =8.0 -14,0 o wBal

0.9 -1,5 4.0 2.1

362 2.7. 2.6 - -

8.7 “2e1 ~12,7- =0, 2 21,4

0,0 0,1 0.8 5:5 ose

~0,9 =0,3 =0e8 - oo

5-1 008 wl0el - 005 ass

L"c 7 - - '60 2 [ XX

<0, 2 ~2¢7 2.6 - 0ee

Source: Internatioral Monetary Fund (OF), Balance of Payments Yearbooks vol. 26

2/ Estimetes based on offiolal stetistics,
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As regards monetary demand, bank credit only grew mocderately,
and there was even a net reduction in bank financing utilized by the
public sector - this is consistent with the restrictive public
spending policy adopted by the Central Government in the course of
the vear ~ the net debit balance of which dropped by 25 per cent
compared with the previous year. However, credit to the private
sector increased by 20.3 per cent, which brought the growth of total
credit activity in the banking system to 13.7 per cent, which turned
~out to be lower than in 1973 (20.8 per cent).

' _AS far as the destination of credit was concerned, the
agricultural sector and industryv received smaller percentages of
total credit during the first half of the year than had traditionally
been their lot in the past, while the share of trade increased.

However,.thebmeasuresvadopted in the month of July to protect
the situation of the balance of pavments, and those aimed at slowing
down inflationary pressures, presumably modified the struéture of
credit according to destination which previously existed, towards
the end of 1974.

As regards inflationary pressures the annual rate of increase
of the consumer price index up to October had reached a level of
13 per cent, rather higher than that recorded for the period
1972-1973 (L.1 per cent). Trends running counter to each other
affected the evolution of local prices. Pressure for an increase,
the initial impetus‘for which was generated in increasing import’
prices - especially of fuels and inputs for agriculture and industry -
was partly controlled by fhe establishment of BANASUPRO, a state
agency set up precisely to regulate and control the prices of basic
foodgrains and other products of general consumption. Honey and
credit policy and the trend of public expenditure tbok this sane

direction.

/JANAICA
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JAMAICA

The impact'of world‘infiation on the Jaméican economy. uas
particularly severe in 1974.° Largely dependent as it is on imported
supplies, the level of domestlc pr1ces d1rectly reflected the
inflationary conditions prevalllng in the industrialized economles°
This situation was aggravated by the fact that Jamaica ;s auhydrocarbon
importing country. Therefore; all the economic variables experienced
sharp increases in the‘current vélues in which they are usually‘v_
measured in this country. R - .Vv m

Consumer prices in Klngston rose by 26 5 per cent during the year,
and by 32.8 per cent in rural areas. In the case of food and beverages,
the increase was 33%.8 per cent in the Kingston metropolltan area. . By
the end of the year the rate of price increases diminished, coinciding
with a bigger supply of 1mported goods thanks to the 11ft1ng of certaln
import restrictions. . ' .

These conditions create a certéin émountvof confusion regarding
the performance of the economy in 1974. It may be‘estimated; however,
that its growth was falrly slugglsh (about 3 per cent), despite the
momentum gained by export act1v1t1es°' The act1v1t1es operating on the
" basis of domestic demand, on the other hand, remalned at a standstlll

or suffered a dec1ded deterloratlon in real terms°

1. The_product by economic sector

(a) Agriculture

The growth of. the agricultural:sector was minimal in 1974; The
sugar cane harvest, which remained at'a depressed level in 1973, recorded
a substantial increase which, to judge from the final products
manufactured from it, was over 30 per cent.36/ Output of citrus-fruit
and pimentos also increased in volume. 'In contrast, the production of

cocoa, coffee and bananas, among the export crops, declined.

36/ It is estimated that the unit yields of saccharose did not change
significantly.

/With regard
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With regard to crops for domestic consumption, the supply of
tubers and other. similar products increased, and no change was noted in
that of vegetables' in spite of adverse weather conditions. As regards
livestock production, there were evident reductions in sales of meat,
but poultry sales continued to increase.

(b)  Mining

The gross mining product rose by over 10 per cent in real terms.
‘This activity benefited in 1974 from the rapid and, to some extent,
persistent increase in world prices.

On the basis of part-year data, it is estimated that the
production of bauxite rose by 12 per cent; output of alumina, Jamaica's
other main export commodity, increased at a lower rate but still by
over 9 per cent (see table 1).

The production of lime, on the other hand, declined owing to the
contraction of domestic demand. The same situation arose in quarrying,
~in connexion with the production of cement.

(¢) Manufacturing

. The trends of the various branches of manufacturing varied
‘greatly’in 1974°‘ Séveral of them faced difficulties in obtaining
imported inputs, and others a weakened demand owing to the increase in
prices. Yet others took advantage of the external or domestic market
conditions to expand production. The sector as a whole grew by
3 per cent in 197h4. |

Among the sectors in which there was a drop in real'supplj are
petroleum refining, fats and soaps, detergents, cement, chemical
products, flour and animal feeds. There were increases, on the other
hand, in products obtained from sugar cane, canned milk, beer,
fertilizers, oluminium sulphate and bagasse board. It will be noted

that there was no general pattern accountiﬁg for these variations.

/Table 1



Joll.ICA: OUTPUT OF SOME IMPORT.T PROSUCTS

Product

L ppap——

Unit

Bauxite
Alumina,

Gypsum
Petroleoum products
Sugar

Rum and alcohol
Molasses

Beer and stout
Edible oil
Edible fat s‘
Soap

Detergents
Condensed milk
Textiles

Cement

Flour
Sulphurio acid
Painsts

Steel

Tyres

Bagasse board
Fertilizers
Aluminium sulphate
Salt

Ardimal feeds .

s eeaee

Thousands of long tons
Thousands of long tons
Thousends of long tons

Millicns of imperial gallons

Thousands of tons
Thousands of gallons
Thousands of gallons
Thousends of gallons
Thousands of gallons
Short tons

Tons

Tons

Thousends of pounds

Thousands of square yards

Thouscnds of tons

Thousands of pounds

- Tons

Thouscnds of imperial gallons

Tons

Thousands of pounds

Thousands of square feet

Tons
Tons
Short tous

Millions of pounds

1972

12‘784 |
2 o
E7
425
373
3 657
22 448
1113
2 725
MSZ
960
716
54% 830
8 365
" holy

N NN

111 905 i

13 18
1571
16 747
5 089
12 433
W 386
4183
15 313
35H.2

J&nuany-
1973 September
S /.
13 276 1 167
2 466 2 033
365 130
462 - 33 8/
326 367
4 o34 2 969 b/
19 773 25 711
12 G4 9 522
' 2 664 1 549
& 247 4 781
5 921 3 964
5 240 3 863
56 392 45 700
7 574 9 063 of
413 283
97 715 36 955 b/
12 615 8 297
1 6% 506 b/
17 824 e
5 996 oo
10 190 .
50 003 38 035
4 755 4 874
13 669 con
220.2 85,76/

D

Sources: National Plenning igency, tconomle and Social Survgz,'1973§ Departinent df’StatistiOS, Statistical

Abstract, 1972; end dato in ZCLi's possession,

E/ Data for Janruy to Ootober,

e

Data for Jarary to June.
Data for full year 1974,

/(d) Construction
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(d) Construction

There is no real assessment of this activity in Jamaica. Its
current value was boosted in 1974 by the rise in the price of
construction materials and in wage costs. |

On the other hand, building is known to have declined, not only
because of the higher prices of the units constructed, but also because
the private progremme for the construction of hotels and other tourist
accomodation was completed at the beginning of the year. This
programme has not been continued because the situation in the
developed economies, particularly the United States, has discouraged
tourism abroad. In Jamaica it has adversely affected the hotel
industry, whose indexes of activity are declining steadily.

The factor which has prevented a definite contraction in this
activity and, it might be added, in urban employment is the construction
programme undertaken by the Government, which has stepped up its
activities in connexion with the construction of infrastructure and

low=cost housing projects.

2. Evolution of external transactions

Increase of around 60 per cent in the value of exports of
bauxite and alumina and of over 90 per cent in that of exports of
sugar, rum and molasses largely account (in a proportion of 90 per cent)
for the 53 per cent increase in the total value of exports of goods
in 1974.

From the moment that international quotations for bauxite and
alumina were related to those for aluminium in bars, their prices rose
rapidly. Sugar and related products also experienced considerable
price increauns. Accordingly, it is estimated that the unit value of
exports rose by 39 per cent and the volume by 10 per cent, taking the
main export commodities, since the volume of banana, cocoa and coffee

sales declined.

/The Government
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The Government adopted various measures to curb imports, mainly
of consumer goods and fuels. As a result, the volume of imports of
goods fell slightly and the 27 Pef cent increase in value was
exclusively due to the higher prices. Already in 1973 the volume of
imports had contracted somewhat. -

Notwithstanding the fact that exports of goods expanded more -
rapidly than importis, the trade deficit rose slightly. Moreover, the
income from tourism, which is an important item in Jamaica since it
represehts a little ofer one~quarter of total exports of goods,
increased far less than ‘exports (25.7 per cent). In addition, there
was a larger net outflow under the head of frecight, and remittances
of profits and interest abroad were a third higher than in 1972
(see table 2)°,; '

This whole nmovement of current transactions resulted in a.
deficit of 238.5 million SDR units, or 20 per cent moré than in 1973.
However, a tonsiderable net inflow of non-compensatory cabital, which
was double the flow in the previous year, pushed up international

reserves by 50 million SDR units.

/Table 2
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Table 2

JLMAICA: BALANCE OF PAVIEITS

(Millions of SDR units)

Current account

Exports of goods and servicesg
Goods FOB
Services
Transport
Travel
Imports of goods and services
Goods FOB
Services
Trancport
Travel
Net external investment income
Profits
Interest
Net private transfer payments
Balanes on current account

Ca.Eital account

Net external financing (atbtotdie)

(e) Net external non-compensatory cepital
Direct investment
Long-and mediumetern loans
Amortizetion payments
Short-term liabilities
0fficial transfer payments

(b) Domestic non-comr msatory cepital or assets

{¢) Errors and omigs’ons

(d) Allocation of SDRs

(e) Net compensatory rinancing (increase =)
Balance=of=payments loans, trade arrears,
INF loans and other liabilities of the
monetary authorities
Amortization pey.rents

Movements of for. ign exchange reserves (increase =)

Movements of gold reserves (increase =)
SDRs (inorense =)

1970 1971 1972 1973 1974/
521,6 545,2 567 1 527.8 755.8
342,1 345.6 347.8 3285 503.0
179.5 199.6 219.6 199.3 252.8
2746 29,0 3Ll 30,1 bo.7
955 109.0 124,1 106,.5 133.9
598.1 631.5 658,8 639.6 868.9
4Lg,0 173,1 486,9 47647 65649
49,1 1534 171.9 162.9 212,0
87.8 88,4 93.7 91,7 1247
15.5 16.3 19.0 16.6 19,1
~98,2 ~102,8 ~115.5 -115.0 ~154,5
~10349  =105.9  =113.9  «105,3  -140,6
5¢7 3e1 -1.6 =9.7 -13. §
26,2 26.2 31,9 - 27.8 29,1
~148,5 -162,9  =175.0 -199,0  ~238,5
148,5 162,9 175.0 199.,0 238.5
191.0 17449 7.2 188,3
162,1 174.7 89,8 61.2
a3 27.5 37.3 129.0
4.3 -8,1 “5eb -12,6 5 2884
2345 -13.7 31.9 16.9
4 ~5¢5 ~642 ~642
~35.1 ~7.9 39 -23.8
7.4 16,1 7 -18,7
6ot 5.7 5.6 - -
-21,2 ~2549 23.0 5342 49,9
- - 1302 1808 Xy}
- - - -5.5 oo
-1,'".6 "15'7 3.9 39."" see
-0,2 -3.8 - - see
64 6kt 5¢9 0.5 eos

Source: IMF, Balance of Payments Yearbool, vol 26.

y Estimates based on official siatistics.
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CMEXICO

1. A general appraisal

The growth rate of the Mexican ecoﬁomy was 5.9 per cént in 1974,
which compares unfavourably with thét of the year before (7.5 per cent)
but is higher than the avsrage for the period 1970-1672. On the other
hand, the increase in prices accelerated, at rates which are unusually
high for what is considered to be one of the most stab‘e econonies in
Latin America Lastly, the rate of increase in gross fixed iavestment
dropved in reWatlon to 1973, with o more pronounced decrease in the
public than in the private sector.

(2)  Imported inflation and its internal links

These data on the evolution of the Hexican econony in 1974 cannot
be properly evaluated unless they are considered w1tnla the context of
the international situation. Imported inflation was a decisive factor
in a number of aspects which affected the development of production and,
particularly, the social situation. Consequently, goverumeant policy
was necessarlly more concerned w1th softening or preventing those effects
than w1th'pursu1ng tne course and objectives laid down previously.

As in all the other countries of the region, the external situation
had a serious impact, through different channels, on the level and
system of prices. Up to 1971-1972, lexico had somehow‘managed te contain
the inflationary pressures generated abroad and its own or related
pressures. As from l973,\however, the surge of rising prices was
overwhelming and the rates of increase, which had been less than 6 per
cent in the ahove twé-year period, doubled in 1973 and redoubled in 1974
(12.2 and 2k.2 per cent in the consumer price index). lioreover, as in
other countrles, but mainly thougih not ex clus:.velv as a result of the
evolution of the agricultural sector, food prices rose cbove the average
index in 1973 and 1974. The same situation occurred in the transport
and communications sector (an increase of nearly 30 per ceat in 197k,
which was over 0 per ceat for Mexico City), owing to the need to adjust
prices in line with the new oil quotations and the financing requirements
of the national petroleum enterprise.

/The rise
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The rise in imports and exports was the most direct channel of
transmission of imported inflation. In the case of imports, suffice
it to say that they increased 58 per ceant in value and only 23 per
cent in volume. As regards exports, compared with an insignificant
increase (3.2 per cent) in volume, their value in dollars at current
prices rose by approximately 45 per cent.

It will be readily understood that these changes merely reflect
the initial or direct impact of the rise in external prices. This was
followed by often more intensive repercussions on the wide range of
similar, competitive or substitute domestic goods and services, and
multiplier effects in other areas (fiscal, monetaxry, and wages and
salaries). Some principal links can be identified on the basis of the
available data.

The fiscal projections are obvious. he most visible effect
seems to have been the considerable increase in transfer expenditure
(40 per cent in 1974) aimed in one way or another at mitigating the
social implications of the rise in the prices of essential goods. In
1974, the result was an insignificant increment in fiscal - though not
financial - investment, which must also involve compensatory transfers
to enterprises with « view to containing increases in their prices and
rates.

In the wages area, the developments analysed above caused the
Government to decree a general adjustument and to establish the
principle of annual reviews, as detailed in the appropriate section.

A study of monetary trends immediately reveals the very moderate
rate of expansion of the means of payment (19 per cent), which was very
little higher than in 1973 (17 per ceant) and the immediately preceding
years. This factor may conceivably have been considered as the line
of resistaince in slowing down the propagation and multiplication of
inflationary pressures. On the other hand, there was an evicdent
tendency to alter the distribution of monetary resources in fzvour of
the public sector, to finance the growing deficit incurred 1in meeting

the aforementioned requirements.

/However successful
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However successful those specific aims may have been, there is
no doubt that this policy created a situation of scarce liqguidity
vis-a-vis tlre increases in prices, especiaily in the private sectors’
This, however, was in some degree offset by funds frbm external sources,
a greater proportion of which also went to the public sector.

It is not possible to estimate the exact effect of those financial
flows on production activity, although it seems obvious that it could
nmot have been encouraging. In any caéé, if there is any reason to think
that the effect was negative, it mu;t'be regarded as another
unfortunate by~-product of the efforts to moderate inflationary pressures.

The shortage of funds in the private sector did not, however, set
in motion a vicious circle leading to widespread deterioration. Although
many enterprises individually suflfered liquidity cfises, the leading
companies hod recourse to the ﬁse of private external capital, insoiar
os other factors made this advisable. It should be recalled here that
since the mil-1960s Mexico's econonic policy has linked certain financial
parameters with those of the leading industrialized marlket economies.
While keeping the rate of the peso to the United States dollar coanstant,
Mexico has participated in a number of swap agreements with those
economnies. At the same time, the public sector has sold bhonds on the
international capital market, a resource also used independently and
repeatedly by the private sector. Lastly,‘intérest'rates have been
nodified in the past few years, not only in accordance with internal
financial parameters, but also with the'aim of régulating international
capital flows; this is a unique case in the region. Therefore, in
liexico,the concept of licuidity has acquired a-broader dimension than it
usually has in Latin America, which must be kept in mind in examining
the relationsiips between the financial and material aspects of its
econonmy . ' "

(b)  Impact of inflation on the production sector

Viewving the problem from a different standpoint, it is necesseary
to analysz the reactions of the production sectors to these substantial
éhanges in the levels and system of prices, or in the scale and
composition of nominal cdemand.

- /It has
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It has, of course, already been observed that the changes and
distortions inherent in the situation caused a slight drop in what
night be termed liexico's ‘historical” rate of growthe A more detailed
examination reveals a widely varying spectrum of reactions which shows
the strength and versatiiity of the system as well as its weak poiants.

As noted in the previous section, the agricultural sector was a
particularly weal: ccmponent of the producer complex. Incidentally, the
same situation occurred in several Latin American countries, although
it did not affect the other major economies (Argentina and Brazil, and
especially the latter). The most important factors here, as shown
in detail later in this Survey, are long-standing structural questions,
as well as clearly indentified weaknesses of economic policy. lMoreover,
natural disasters affected the supply of such vital products as maize
and beans, counteracting important goverament promotion measures and
leading, in the case of maize, to onerous imports. This also occurred
in the case of wheat, in spite of & considerable increase (about Lo per
cent) in the crop. /

Furthermore, incentives in the shape of higher external prices led

i

o an increase in the proportion of cutput exported and to a change in
the use of available land with this end in view. Thus, while exports
of agricultural products rose 4.7 pér cent, those destined for the
domestic market went up by only 0.5 per cent. In other‘cases, such as
that of sugar, a typical dilemma arising from this situation was brought
into focus: the need to guarantee domestic supply at reasonable prices
against the possibility of increasing exports at the high prices paid
abroad. In placing the emphasis on the former objective, it was found
that it was nct possible to increase supply owing to the changeover in
the use of land to other crops. _

lNor was manufacturing able to react flexibly to the new situation,
although its rate of expansion (5.8 per cent) conceals many disparities
due to different causes. Generally speaking, the traditional consumer
industries such as foodstuffs, textiles and clothing grew by less than
the averase rate. Thais trend seems to have been due both to the limited

supply of agricultural inputs and to the low level of demand, owing no

doubt to relatively higher prices of staple food items referred to above.

/Some key
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Some key industries, on the other hand, managed to exceed the
average rate, but failed to regain their impetus of the previous year.
A conspicuous exception was the performdﬁce*of transport equipment,
which grew by 25 per cent, following an expansion of 13 per cent in
1973. Estimates up to October 1974 put the increase in thé number of
vehicles sold at 27 per cent. These figures, in addition to others for
durable consumer goods, are proof at once of the redistribution of.
income resulting from the changes in the price system, and the possible
transfer to consumption of part of the income not used for private
investment.

Lastly, and reaffirming the importance of the demand incentive, it
must not be forgotten that the engineering industries maintained high
rates of increase for their exports. These had been 50 .per cent in
1972 and 57 per cent in 1973, and, according to data for January to
October, they reached nearly 71 per cent in 1974, which in absolute
figures is a little over 1,200 million dollars, or, it should be noted,
nearly 60 per cent of the declared exports of goods in those 10 months.
Whatever corrections may be made in these figures, the change that has
‘taken place in the composition of exports of goods and this evidence of
the Mexican econony's adjustments to the new patterns of the.
international division of labour cannot be overlooked. ,

The potential and flexibility of the system is confirmed by the
performance of other major sectors, such as petroleum, petrochemicals
and mining. Not only was the growth rates of mining quite satisfactory,
" but there was an appreciable improvement in the proportion of refined
products in total exports of metals. As regards petroleun, although
the 1974 transactions meant an onerous increase in the proportion of
imports, it is nonetheless true that the discovery of new sources of
production opened .up for Mexico another promising basis for its -

economic developnente.
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2. lajor sectors of activity

As nentioned above, total production rose at a slower rate
(5.9 per cent compared with 7.6 per cent in 1973), owing to the weaker
expansion of the manufocturing and construction sectors, as well as
the scant increase in agricultural activity. Turthermore, the greater
inpetus of mining, petroleun and the petrochemical iandustry was not
enough to ofiset the deceleration of the above-mentioned sectors.
Services in general followed the pattera of growth of thé goods~producing
sectors (see tables 1 and 2). "

() Agriculture

Decause of its slow expaasion, the agricultural sector is becoming
& bottleneck for the economy, because of its role in the development of

“

ther productive activities, tlhe satisfaction of the population's basic

o)

consudption needs and the elimination of external disequilibrium.
lioreover, approximately half the employed population works in the rural
crea. v

Thus, before reviewing the developments in 1974, it is useful to
recall briefly the verious factors which have led to the gredual
deterioration of cgricultural production. Up to the end of the 1950s,
its dynemisn (5.0 per cent anaually) was associcted with the combined
stinulus of exports and of the support provided by the public sector
in the form of financial resources and, in particular, irrigatioa works.
As from the 1960s, however, public investment - especially in irrigation
projects - declines (see table 3).

Since the end of the 1930s, the full magaitude of the gradual
deterioration of agriculture has been apparent. Since investment in
agricultural infrastruciure was not sufficiently dyanamic, the expansion
of production toolr plece on dry farm land, where a heavy dependence on
netural phenomena is combined with far less organizational and

entrepreneurial capacity than that found in irrigation agriculture.

ble 1
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Teble 1

MEXICO: TOTAL SUPPLY AND DEMAND

Total supply

Imports b/
Gross domestic preduct

Tetal demand

Experts b/

Domestic demend
Gross domestic invesiment
‘ Gross {ixed investment
. Public
Private
Construction
‘l‘hohinery and equipment
Total consumption
General government

Private

Millions of peses at Structure Annue,l growth rate
1970 prices (percentages) (persentages)

_ : 1974 1970~ 1974 -
1970 1973 1974/ 1970 o/ 172 1973 o/
459 904  sl9 341 586 o6  109.8 110.8 5.2 8.0 647
41 204 49 611 57 192 948 10,8 3.1 1342 1543
418 700 499 730 529 214  100.0 100,0 5ot 746 549
459 9ol 549 M1 586 Ho6  109.,8 110.8 5.2 8.0 647
34 312 45516 Lk 2uB 8.2 8kt et 10,9 -248
25 592 503 825 542 158 101.6  102.4 4.8 748 ya
90 200 113 847 125 188 2145 2347 42 16,2 10,0

82 200 104 221 114 151 1946 2146 be2 1647 945 -
31 269 45 955 52 389 75 949 5e5 32,0 ¢ g0
50 931 58 266 61762 12,1 117 3at 740 €40
Lm 362 LN ] (XX ] 10.6 (XX eve LXR ] LR ]
37 838 ane vee 9.0 e (X2} (XX see

335 392 389 978 416 970 . 80,1 78.8 4e9 ‘5e6 6.9
32575 41311 Uk 203 748 Bt 849 649 740
302 817 348 667 372 767 7243 7044 He5 5 et 6e9

Source: 1970=1973: CLA ealcula*tions based on figures
estimates based on daeta from the same source.

Nete: The figures for exports and inmperis of goods and services were taken from balance of payments data
expressed in dollecrs at current prices, which were oonverted to constant 1970 walues by deflation,

using price jindexes galoulated by ECLA for the purpossse

g./ Pre liminary fizures.

b/ Goods and services, exsluding factor payments.

supplied by the Banco de México; 197L4s ECLA
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Table 2

MEXICO¢ GROSS DOMESTE ‘PRODUCT 4T FACTOR
COST, BY SECTOR OF ECONOHMIC ACTIVITY

Agricuiture
| Mining' ‘
l‘hnufaotvx-ing
Construction '

Subtstal goods
Elsctricity, g:aa and wat;r
Transpert and ;ommnioations

Subtetal basic services

Commeroce and fﬁxa.noe
Governn;a.nt -
Oumership of dwellings
l“ﬂ.scellaﬁeous services

Subtotal other servisces

Subtotal services

Total

Millions of pesos at

Structure Annual growth rate

o 1970 prices {perocentages) (percentages)
1970 1973 j197ug/' 1970 1973 iz,’ _2“ 1973 1:7
Cwysa 6 ek 1;5 By 1B 102 12 . 0.6 24
‘,,16 18442 18 111 20-611.1 4.1 387 ka3 T30 13,8
. 93 51845 113 798,3 120 171,01 234  23.9 548 . . 848 . 546
21 401,028 133.4 z9’§o§.8 54l 5¢9 740 | Wed - 643
178 282.7- 208 67,5 2205097 MM 3.8 4e6  7s0 T 5
54528 7 '121+.6' 7 826 14 1.5 Bt 11.2v 1045
10 36344 13 72142 .es 246 249 8.6“ 12427 ..
15 816,220 845.8 - o B0 bl 85 119 ees
115 248.8 137 80140 o 289 2.9 W9 86 e
25 971,035 05448 6e5 7.4 112 - 942
30 11540 3 493.0° ces 746 743 Hao 509 aee
33 584.1 ‘39 30148 84 843 549 u.u con
zou 918.9 ;-2u6 65045 . sss 5;:5 T 51e8 58 - Ze6  ses
220735.1 2674963 2837795 554 562 60 | 7u9  6sd
399 017.9 W76 2945 50k 3358 100.0 - 1000 5

Sourcess 1970-1973: ECLA oaloulations based on figures supplied by the Banoo da lVKxico, 1974: ECLA estime.tes
based on data from the same source.
Note? As the individual astivities and the totals were ocaloulated independently, the sum of the former dees

not correspond exaotly with the latters

&/ Preliminary figures.
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Table 3

MEXICO: AREA IRRIGATED BY MEANS OF
FEDERAL GOVERNMENT WATER PROJECTS

Annual
Year Heotares grewth
rate
(perocentages)
1946 827 Los
9,8
1952 1452 937
743
1958 2 211 037 -
. . 1.8
1964 2 455 895
245
1970 2 849 100
3.1
1972 &/ 3 028 590

Source: Nacional Financiera, Se de, Le economfe mexicana en cifras, Mexisco

1974,
&/ Preliminery figures,

/In addition
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In addition, the domestic agricultural price policy became increasingly
complex and oanerous and, worse still, failed to take duly iato account
the competition between land uvsed for crops destined for export and for
the coniestic marl:et. Yhenvfhe‘prices of'expdﬁt crops dropped, this
policy was successful in that the domestic. supply of agricultural
products indrgased; but when export prices were favourable -~ which
occurred in soue years of the presént decade -~ the magnitude of the
resources required to orient sowings and part of the export crops towards
the domestic narliet rendered it inoperative. v

In 197%, for the third consecutive year, the performance of
egriculture was uasatisfactory, since it grew at very low rates. In
addition to the above-mentioned causes, this was due to natural Tfactors
which affected the products forwdomestic consumption. O the other hand,
the higher international prices once again stimulated production for the
external marlet.

Thus, export cgriculture increased by 4.7 per cent, compared with
a negative rate of 2.0 per cent in 1973, while the increase in production
for domestic consumption was nuch smaller.

The favourchble evolution of production for the external mariet was
basically due to the bigger outpu%ydf éot%bﬁ, strawberfiéé and tonatoes;
he coffee crop, on the other hand, declined slightly. As regards
cotton - lexico's mein export crop - sowings increased conéiderably and
production rose by about 20 per cent (from 365,000 to 438,000 tons in
197k).  The slight decline in coffee production, from 200,000 to
192,000 tons, was due to a reduction in cultivated area as a result of
Mexico's undertaking to hold back 10 per cent of the crop.

ilaize contributed o good deal to the stagnation of agricultural
products for domestic consumption, with a decrease of about 15 per ceat
in the amount harvested. In spite of the authorities! efforts to

increase maize output - in perticular by raising the support prices QZ/ -

37/ In 1973 they were raised from 900 to 1,200 pesos per tomn, and by
April 1974 to 1,500 pesos.

/large areas
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large areas were affected by natural phenomena (droughts, floods and
frosts),éﬁ/ so that about 1,115,000 tons had to be imported to satisfy
GComestic cemend. The production of béans, another of the populatioan's
staple food itens, rose by oﬁly 3.1 per cent owing to the adverse
effect of those natural phenomena.

The'govefnment programies aind higher support prices were the
basic factors uaderlying the increase of about L0 per cent in wheat
production.ég/ This increase'was due not only to the expansion of the
area sown (from 602,000 to 777;000 hectares), but also to the high
avefage vielcs, which reached 3,600 l:ilegrammes per hectare (an
increase of 20 per cent). Even.so, 023,000 toas had to be iuported
to meet domestic demand.

As rezards row materials for the manufacture fodils, the
production of salflower end soya was affected (the negative rates
wvere 2 and 23 pér cen%, respectively) by the expansion‘of land sown
to cotton, while output of sésdme remnained at the same level. This
contraction was partly offset by the larger production of cottonseed,
which increased from 650,000 to 000,000 tons.

() liiaing . |

» The higher intefnationai prices, the greater demand for
intermediatefproducts and the dévelopmeht policy designed to pronote
production intreased the supply of nining products which, without
considering petroleun and natural gas output, grew at a rate of about
10 per cent, i.e., faster than in 1973.

Except in the case ol .precious metals, mining in general grew
et an accelerated pace. Cutput of metals increased far above the
levels reached in 1973, and non-metallic ninerals pursued their risiug

trend zlthough not quite so intensively (see table k).

8/ Approxinately 1 million tons were lost owing to the late Irosts

alone.
39/  The support price was raised from 1,200 to 1,500 pesos ian April
l 9 71{' ]

/Teable b
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Table 4

MEXICO: VARIATION IN MINING OUTPUT

{Metal oontent)

Precious metals

Gold
Silver

Non-ferrous metals for industry

Zing
Lead
Copper
Antimony
Cadmium

Mercury
Bismuth
Tin

HMetals and mineral produsts for
the steel Industry

Coal
Iron
Manganese

Non-metellic mineral products

Sulphur
Fluorite
Barite
Graphite

Growth rate (percentoges)

1971 1972 1973 1974a/
=153 1.9 245 . Ol
=23,.9 =342 =942 =33
"1'4 lu‘ 242 30”‘ 003

"3 09 7 n3 0.1 11 -8

~045 245 45 5.6
~11.2 249 1.1 2744

345 2446 262 647
-2‘4‘08 -11 J‘l’ "'19 08 006
~15.45 5.7 =1549 1.5

17.0 ~364 o6 20442

~0e2 1044 740 16
=10.1 ~2641 =175 10247

5 8.3 5¢9 1944
=11 o0 "1!"‘ 05 2.8 28.6
79 8.3 240 2046
~246 10.8 2342 el

~1e2 w1l ol 3245 28 42
~1l4.7 ~1948 7043 4942

2007 "11 08 !4‘02 206
=123 ~6¢6 =2e3 18

=845 - Be2 18.7 ~349

Source: ECLA, on the basis of official statistios.

8/ Estimates,

/The production
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The production of mercury grew at the fastest rate (204 per cent),
followed by output of tin (103 per ceant), sulphur (49 per cent), coal
(29 per cent), lead (27 per cent), iron (21 per cent), bismuth
(15 per cent) and manganese (14 per cent). The external demand for
zinc and lead wes reflected in a rise in international priceé which
stinulated exports; together, exporcs of both these metals amounted to
71 million dollars, representing an increase of 77 per cent over 19737,

The development policy for mining activities resulted in an
increase in the proportion of refined products in total exports of
ry into oneration of the
.

y of 105,000 tons annually,

netals. In the case of zinc, the ent
liet-llex Pefloles plant, with a capacit
helped to increcse the slhare of refined zinc in external sales from

5 per cent in 1973 to 22 per cent in 1974. The proportion of refined
lead exported rose from 07 to 95 per cent. The expansion of the
production of copper and of metals and minerals used in the steel
industry (11.9 per cent) was linked with the growth of domestic demand.
Another factor in the case of the latter products was the increase in
the ceiling price of coal (from 325 to 530 pesos per ton) which did
rmuch to encourage its production. ZLastly, the supply of sulphur
responded to the incentive of greater domestic demand and the rise

in external prices deriving from the requirements for the production
ol fertilizers.

(¢)  Petroleum and petrochemicals

he petroleum industry showed a dynamic trend in 1974, with

i

¥

e production increases of 19.3 per cent for crude and 15.4 per cent
or refining. These compare very favourably with the rates of

3.1 and =0.2 per cent recorded in 19735 (see table 5). Two Tactors

=

nad a significeat influence on these trends: the increase ian the
prices to the public put into effect on § December 1973 and the

development of new »roducing areas in south-east liexico.

/Table 5
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Table 5

MEXICO: VARIATION IN OUPPUT (F PETROLEWM AND PETROLEUM PRODUCTS

Crude petroleum (extraction) .
Refining b/

Natural gas

Propane and Pcmex gases
Mexoliné. ’
Supermexolina

Gasolmex

Pemex gasoline 100 octane

Avgas

"Didfano" and colourless petroloum

Turbosina ‘
Tractomex
Diesel o1l

Fuel oils and residues

Growth rate (percentages)

1971

1972 1973 1974a/

~1e3 343 361 193
242 11,0 ~042 15.4
~345 248 245 1149
343 1542 943 11.5-
=33 ~3.8 ~1047 2647
549 045 130 .
=248 254 “545 see
1.3 =164 045 sen
6 ~2747 -3147 ~3147
247 14 =245 1949
547 1349 1946 5241
=249 4e2. 264l 1743
2.1 1246 9e2 . 31.0
=346 1440 ~0e6 3643

Source: Banoco de México, S. A,

s/ Estimates,

b/ Input of processed orude and 1iquids.

/In the
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In the first case, Petrdleos lexicanos (PEMEX) wes able to
increase its financial resources and thus facilitate the implementation
oi investment programnmes without incurring loans. In the second case
~ although the 0il reserves of Tabasco and Chiapas have not yet bheen
accurately quantified -~ conservative estimate indicate that these
exploretions have raised the country's reserves by 11 per dent, to a
total of 3,150 million barrels. The increase in production has
strengthened lexico's external position, converting it into a crude
exporter in 1974, However, the value of external purchases of
petroleun and petroleun products'was far above that of exports, since
in the early montias of <the year it was still necessary to import crude
aad, in addition, some ovrcnases of petroleur products were nade
because of the snort"“e of production capacity. Imoorcs of netroleurni
and petroleun products rose f{rom 2,370 million pesos in 1973
3,671 million in 1974 (figures for January to October), while exports
increased from 229 to 709 nillion.

In 197L, the petrochemical sector grew at a rate of 13.7 per
cent, or slightly faster than in 1973 (12 per cent). The increases
vere basically in the production of vinyl, dichloro-ethane and
paraxylene, as a result of the expansion of the existing installed
capacity under the ianvestment programme in course of executions. It
is hoped that once PINEX consolidates its financial position this
prograume will be expedited and lHexico will beconme self-sufficient in
basic petrochemical products within the medium term.

(¢) Hanufacturing

llanufacturing grew at a rate of 5. § per cent in 1974, compared
with average rates of over O per cent in the years 1972-1973. Tae
performance of the various sectors differed widely, since the
industries processing paper and products thereof, printing and
publishing industries and industries producing transport equipment
crew more rapidly than in 1973, while the industries producing textiles,
rubber products, wood and cork recorded negative growth rates. Tae
rest of the manufacturing activities grew at lower rates than the

nrevious year (see table 6).
/Table 6
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Table- 6

MEXICO: VARIATION IN VALUE ADDED IN MANUFACTURING

). et e Mt Mt Se et b s m—b i oo Ao p——————— ———

Growth rate (percenteges)

~1971

Mamufaoturing - o3
Food, beverages and tobacco - 1.0
Textiles - - - - - R

“'Footwear and olothing - E 76

- Wood and cork preducts B2
Paper and paper products ~741
Printing end publishing - -l
Rubber products - T 1.0¢
Chenical products znd plastio
material) ) . 10.1»»
vNon‘-metallic mm;ral produots ’ 8.§
Basic metal industries 247 .
Machinery o N | 0.l
Tre.ngpért eqﬁipmen‘b_ ' ‘ 6._é

’ Othgr industries a/ | ~645

et o ke e 6 & e B e e P A A A BS A Mo S——— n ey Y4 S e e i e e St . B a0

Source: ECLA, on the besis of official statistios,

'g_/ incl_\kding leather end leather products and metal products.

a5

" 1972

———— . . St M 2 ectin

8.5 !
545
8.2

Calt
7.2

134
10,9

1.0
11.5 o

12.4

646,
949

L1973 1974
8.8 546
540 bl

:”7..5 ~248

8.3 1,2
8.0 842
945 130

065 13.7

1002 - 8,6
) 10;2 - 6al

- 1545 545 .

8 67

| 10,7 ,8.1ﬂ»

18.2v; 251
901 9a8

./Ihe evolution
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The evolution of this sector was influeaced by the shortage and
high prices not only of domestic raw materials - owing to the
saturation of installed production capacity - but also, to a lesser
dezree, of those purchased abroad. On the other hand, the uneven

trend of demand stimulated some branches of activity and wealkened

others. TFactors such os increases in costs and the higher cost of
credit basically affected the small and medium~scele enterprises,
although the first factor olso affected industries subject to price
coatrols.

The limited installed capacity of the steel and petrochemical
industries resulted in insufficieat output, which cdversely affected
the branches of industry wiich they supply. This occurred in the
case of industries producing fertilizers,40/ chemiccl fibres,
cetergents, metal manufactures and construction items 41/ (see table 7).
Iastclled capacitr for the production of aluminium and electrolytic
copper products was also insufficient, resulting in bigger inports of
the former and the elimination of exports oi the 1atter.ﬁ§/v

he insufficient increcse in tle supply of agricultural inputs
was responsible for o 3.7 per ceat drop ia the production of oils and
ts. Sugar outnut increased by about 3 per cent, or less than half
the 197% rate. lioreover, the weaker demand basically affected the
production of natural fibre textiles and clothing, the output of which

fell below the normal levels reached in previous periods.

59/ The production of fertilizers zrew at a rate of 2.5 per ceat in
197L ond ot a negative rate of 2.7 per cent 1973, in coatrast
with a growtlh of over 14 per cent in the two Jeh“s 1971-1972.
This deceleration sove rise to a shortoge, which should be covered
in 1976.

L1 Construction activity was also cffected by the deceleratioa of
total ianvestment.

42/ They were sold only in the form of impure bars.

/Table 7
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Teble 7

IEAICOs VARTATION IN MANUFACTURING PRODUCTION INDEX

e et s 6 A e

Growth rate (percentages)

1975e/

—— e

1971 1972 1973
Sugar plants end refineries 2.8 5.1 6.9 -~ 246
Beer ~12.8 170 1741 15,8
Refreshments and non-alcoholic o ‘
bevereges ’ ~13.8 1040 114 ~343
Cigarettes and cigars =046 54 ~9d 12,0
Artificial fibre yarns and fabrics 27.8 2541 272 1.0
Tyres end inner tubes 10;5 123 53 045
Fertilizers 13;;6 15.2 , v-2.7 2.6
Basic chemicel products | 84 V 5.3 11.8 11.4
| Artificlal fibre 2545 2149 19.5 8.2
Cement o 246 16.8 13.8 7.8
Motor cars : ' 1240 | 248 2149 24.’4.
Lorries ' © 243 17.6 255 245
0l1s end fats s/ , 30 945 1.0

=37

Source: Bance de ilxlco, Se A,, Indicadores econfuicos, ilovember. 1974«

Note: These indisators represent 235 per cent of the total value of manufacturing

production in 1970.

8/ Lstinctes,

/The industries -



- 655 =

The industries which continued to grow at a vigorous pace were
those producing transport equipment, paper:and products thereof;
and printing and. publishing industries. The bigger expansion of the
transport ecquinment industry (25 per cent in 1974 as against 22 per
cent in 1973) was largely due to the increase in expenditure on :
durable counsuiler goods.43/ Output of paper and products thereof rose
by 9.5 per cent in 1973 and 13 per cent in-197L, owing to the greater
activity of the printing and publishing sector, the need to increase
stoclzs and. the import substitution process.

(e) Cosntruction

——— onrt

The gross comestic product generated by construction activities
reflected an uasatisfactory real growth in 1974 (6.3 per ceat) compared
with the rates in 1972 (17.6 per cent) and 1973 (14.0 per cent). This
trend wes due to factors which are only too well lmown in Latin America.

In the first place, the prices of completed dwellings, like
those of construction materials, have increased coasiderably and, as
from October 1974, so also have wages and salaries paid by this
industry. Therefore, fewer people are in a position to purchase these
dwellings. AdCed to this are the greater financing difficulties, since
the system of compulsory cash reserves was extended to the housing
financing sector during the year, thereby maliing the credit it provides
more expensive and reducing the resources available for loans.

Secondly, the rest of the public sector's coastruction activity
was affected by tihe reduction (in real terms) of central government
copital expenditure, Although the public works in process of execution
were continued, a smaller aumber seem to have been initiated during
the year.

Lastly, the production of cement and steel reached a limit which
did not allow construction to expand more rapidly in 1974. Although
the necessary investuents are being made to eliminate this restriction,

it may continue to have counsiderable influence in the immediate future.

43/ This is o typical trend in periods of inflation. When the real
rate of interest drops, the non-entrepreneurial private sector
increases its purchases of real assets which tend to keep their
value.

/3. Balance
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3. Dalance of payments

The deficit on current account coantinued to increase appreciably,
in 1974 reaching about 2,400 millioa SDR units, or practically double
the 1973 figure. On the other hand, net capital inflows agzain
exceeded the previous balance, once again permitting an increase in
internetional reserves (see table 8).

Exports of goods rose by 3.2 per ceat in real terms and k1l per
cent in unit value. According to available data for the period
Janucry~October, sales of agricultural commodities ~ both primary and
processed - rose to 718 million dollars (from 611 million over the
sane period in 1973), partly owing to deficiencies in domestic
procduction ond weaker demand in the second half of tle year. In
terms of .current prices, the export value of primary agricultural
commodities dropped 2.9 per ceat, while that of processed products
rose 23 per cent (see table 9).

In the ccse of the extractive industiries, production increases
and higher world prices combined to raise the value of exports from
75 million to 12k million dollars between the first 10 months of 1973
and the same period in 1974. There was a total increase of 27 per cent
in volumé, consisting mainly of non-metallic minerals (38 per cent)
and non~-ferrous metals (20 per cent).

The Goverament's economic policy designed to step up exports of
menufactures, together with tue improved conditions for processed
netals, permitied au increase of about 71 per ceat ih sales by tae
engineering industries, which reached 1,220 million dollars in the

period Januvary-October 1974 (see table 9).

/Table &
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Table 8

MEXICO: BALANCE OF PAYMENTS

(i1lions of SDR units)

Current aocount
Exports of goods and services

Goods FOB
Services
Transport
Travel
Imports of goo
Goods FOB
Services
Transport
Travel

ds and services

Net external investment ineonme

Profits
Interest
Net private tr
Balance on cur

ansfer peyments
rent account

Capital account

Net externa] [
(a) Net ext

inaneing (atb+o+d+e)
ernal non-coupensatory

. capital

Direct in
Long- and

vestment
medium=~tern loans

Amortization payments

Short-ter
Officilal

m liabilities
transfer poyments

(b) Domestic non~compensctory eapitel

or ass
(¢) EZrrors
(d) Allocat

ets
and omissions
ion of SDR units

(s) Net compensatory fineneing

(inere
ilovements
reserves
lMovements
SDR units

ase ~)

of foreign exchonge

(incrsese =)

of gold reserves {increase -)
(increzse -)

1970 1971 1972 1973 1974a/
2 868,40 3 106,0 3 41,0 3 91845 5 16746
1 42940 1 51240 1 73340 2 clilt.2 2 97647
1 439.0 1 59440 1 70840 1 874.3 2 19049
L7.0 61.0 7340 7143 8743
1 1710 1 317.0 1 37540 1 46849 1 #4641
3 29640 3 263.0 3 549.0 L 27645 6 35245
2 25940 2 181.0 2 4oy.0 3 10944 4 91645
1 037.0 1 08240 1 142,0 1 167.1 1 43640
15640 155.0 170.0 198 .9 296.8
75540 78540 801.0 990,40 9313
~£95 40 73540 ~790,0. =954 .2 ~1 26349
~480.0. 49,0 ~546,0 ~630,0 ~789.9
21540 ~o2hit.0 -2k .0 ~324,2 k.0
4840 5040 5040 53¢l 62414
-1 075.0 -845.0 ~848,0 -1 259%.1 ~2 38644
1 07540 845.0 848.0 1 2591 2 38644
76940 810.0 111540 1 76940
32340 307.0 277 40 3090
89340 978,0 1 113.0 1 86340
=573+0 =51540 ~56140 ~563:0 % 2 533
11940 330 27740 15340
7.0 740 940 740
~89.0 =550 ~252.0 22,0 “
425,0 23240 149,0 ~3549
45.0 40.0 3940 - -
~7540 ~10240 ~203.0 ~5240 ~14740
440 ~171.0 -175.0 ~6340
~31.0 29.0 11.0 11.0
48,40 Jo.0 -3940 -

Source: International lionetory Pund (DF ), Balance of Payments Yearbook, vol. 264

a/ Estimates based on official statistics.
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Ta,blls‘ 9
MEXICO: COMPOSITION OF EXPORTS OF GOODS

(January = October)

Millions of Percentages In

dollars orease

1973 1974 1973 7% gk
Declared exports o 1 ’41{»1.3 2 128.8 100,0 100,0 l*7.7
Aerioultural sector 610.5 717.8 Yot 33.7 o i7-6
Primary agrioultgral ) R L
products . : 118.6 115.2 842 Selt -2 49
Processed agricultural . , g :
products : _ 49149 - 60246 3442 2843 2245
Extractive industries 753 123.8 502 ) 568 §l+.h
Engineering industries 21542 12204 4946 5743 7046

Products not elsewhere - .

classified » , 4043 66.8 248 342 6548

Sourses: Ministry of Industey and Trads, and Statistios Departmnt.

/The increase
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The increase in imports from 3,751 million dollars ia 1973 to
5,913 million in 1974 was due to the need to maintain stocks of some
naterials above the normal levels in view of their relative scarcity
in the world markets, and to the poor agricultural output, which made
it necessary to increase imports ol basic grains. In addition, there
were vottleneclis in the production capacity of certain key branches of
industry.

The deterioration in domestic agricultural production was
reflected in the increased share of consumer goods in total imports
(from 10.56 to 11.6 per cent, accumulated figures up to October). This
increase was due to the more accelerated growth of output of non-durable
consumer zoods ﬁ&/ in terms of both volume and value (owing to the
significaat rise in their prices), since the production of durcble
poods remained ot practically the same level.h5/

On the other hand, iuports of basic inputs rose by 75 per cent in
value at current prices (see table 10), increcsing their share of the
total from L4 to 49 per cent os o result of the rise in world prices,
and possibly élso because of buying ahead to forestall a future world
shortage. here were bigger.imports of oilseeds, paper, plastic
neterials and nproducts of the steelmaking industry. In certain cases,
imports might hove been even higher (scrap iron and petrochemical
products) had it not been for the shortage on the world marketse.

Lastly, apart from durable consumer goods, imports of capital
goods constituted the component that showed the lowest rate of growth
(27 per cent) owing to the fewer resources devoted to increasing

capital assets.

LL s Cereals and conlensed, aad evaporated and powdered nill:, among
other products.
L5/  Their share dropped from 2.8 to 1.0 per cent, since their output
zrew by only 3 per cent.
/Table 10
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‘ Table 10
MEXICO: COMPOSITION (F LMPORTS OF GOODS

(Jenuary«Ootober )

Mill;ons of dollars _ . Percentages Increase
1973 1974 1973 174 174
Total af 30290 4 629.8 1000 1000 595
‘ Cénsumer goods ' v 321.3 55748 1046 1146 o 7346
Non-d,urabla? v 24040 47348 | | 79 | 9.8 9744
Dﬁrabie ) 81.3 84,0 | 247 - 1.8 343
 Produser goods 2 422.8 3 721.1 8040 7740 5346.
Non~durable (rew rx;ateria,ls) 1 34343 .  2 354.2 , 44,3 LS . 75.3
Dursble (investment goods)‘(b 1 07945 1 366.9 35.7 2843 2646
Products no elsewhers | . . | | o | S
classified : 2849 55049 9alt - 14 9344

Mequila ' 2654 382.8 - ' - L, 2

Sources: Ministry of Industry andl'rrade, and Sta’bistics"Depertmenf- )

_e_./ Excluding export industries using imported inputs (993_\;}}3).

/The effort
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e

The effort made by the public sector to maintain the levels of

total demand is evident i1 the creater acceleration of its external

G
purchases conpared with those made by private eaterprise. According
to available dcota up to November, sovernment activity absorbed about
L3 per cent of the total increase in imports. Thus its share in total
imports rose from 29 to 34 per cent between 1973 and 197k.

In the curreant account, factor paymeants coantinued to coatribute,

althoush in a somevhat lesser degree, to the increasing external

lisequilibrium. The hish level of external indebtedness pusihed up
e

se poyments to 1,264 million SDR units, which represents an increase

cr

of 33 per cent over 1973. In particular, interest payments on official
debts rose 0 ner ceut, as a result of the high levels of public
indebtedness (see table C).

In tourism, waiclh has always contributed greatly towards
stebilizing the current account, net income rose to 815 million SDI
units. DBxpenditure grew ot much the scme rate as income, altihough
the number of tourists, which had increased 10 per ceat in 1973, weat
up by only &4 per cent in 1974. In order to arrest this trend, the
Goverament zdopted measures desisned to enlarge and improve the tourist
infrastructure, increase the funds for its developmeunt and establisa
closer co-ordinction between the relevant ianstitutions.

Under the head of border transactioas, the foreign excaange
obtained rose at the same rate as the year before (approximately
15 per cent).

The capitael account reflected the main economic development and
trends. Direct external investmeant (accordiag to data for January
to Sentember) remained ot lower levels than in 1973 in line with the
slower rate of private investment. On the other hand, aet externa
credit to the nrivate sector very probably increased so as to
alleviate the licuidity problem it had to face during the year. IExternal
credit obtained by tihe public sector also increased, reaching a total
of 1,146 million SDR units compared with 575 million in 1973. The
large proportion of exterﬁal redources obtained by the public sector
is evident from the fact that by September 1974 the amount received
in 1973 had already been exceeded

/%. Prices
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L. Prices and wages aand salaries

he accelerated increase in prices continued in 197k for the
second consecutive year. The consumer price index at the national
level rose by 12.2 per cent in 1973 and 24.2 per ceat in 1974. Other
indexes also reflect this trend.

A fact of prime significance is that, of the three major lines
ol coansunption which in developing countries usually absorb two-thirds
to four-fifthe of the expeanditure of the lower-income sectors, two

registered increases well above the average. The index for food,

veverages and tobacco rose 30.0 per cent in 19743 the cost of transport

end communicationg, another indispensadle iteri of consumption, increased

37.0 per ceat; while the index for the third group - articles of

clothing ~ rose by less than the average, i.e.y 17.9 per ceant
(see table 11).
The rise in food prices would lhave been even greater had it not

been for the subsidies accorded by the central goverament for the main
food itens. The items which most seriously affect the liexican family
vudget are cereals, e.g., maize and wheat. They are both produced
locally, but, as explained in the section on agriculture, large
crmounts had to be imported in 197k. Sales of these imports, as in the
case of production, were subsidized. The subsidies partly account for
the 0 per ceant increase in payments under the head of current
transfers effected by the central government between Januvary-September
1973 and the sane period in l974.ﬁ§/» Zven so, at the level of the
consumer tiieir prices rose considerably. X

The impact of the above-mentioned increases on the family dbudget

has been Talrly severe. In view of the tradition of price stability
in the liexicon econony, the normcl practice was to review the jeneral

wege and salary contracts every two years.. In 1974 the situation

changed, and since then they have been reviewed annually.

Eé/ As noted in the country stuales included in tnls Survey the
"situation described here is found practlcallv throushout
Latin Anericea. ( :

/Table 11



MEXICO: VARTATION IN CONSUMER PRICE INDEX

- 663 -

Table 11

(Percentages)

Total
Food, beverages and tobaeso
Clothing

Transport and communications
Furniture and household goods
Health

Education and entertainment

Cther goods and services

1973 1g7ke/
1242 P2
15.8 3046
17.1 179
5e7 3748
11.3 2242
747 1340
845 19.6
9e1 1647

Source: Banco de México, S.Aey Indicadores cconfmicos, vole III, N® II,

1974,

&/ Annual estimate on the basis of 1l monthse
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Precisely in September of that year a general increase in wages
ond salaries was granted. Those below 5,000 pesos (400 dollars) a
* were raised 22 per cent, and those over that sum were adjusted
by a fixed amouat of 1,100 pesos (83 dollars), which represeats a
Ciminishing adjustnent dé the wage‘scale fiseé.

In additioa to this adjusfmént; the Government established the
Hetional Consumer Fund for Werkers (Fondo~Nacional -del Consuiio para
los Travajadores - FONACOT) walch is used to guarantee baxnl: credit

extenced to wage~earners for purchases of coasumer £00CS.

5. Public finance. -

Ia 1974, the objectives of the central goverament expenditure
policy changed radically. An austerity policy hod beea adopted in
1973, since its aim was to coﬁtain inflationary pressures that had
existed in the econony since the beginning of the vear and which made
thenselves felt intensively in the last three months. This position
graduelly lost ground in 1974 and, by the middle of the year, had been
replaced by more decisive action desizned to support and streungthen the
countr;'s economic and social development. )

This chaﬁgé qu'héééésérf,‘nof énly fb}ébmpéﬁsdte.fér_the slower
growth of private investment and demand;bbut also to raise the Tfiscal
woriers' nominal woges in a similar proporiion to the loss of purchasing

4

power Illey hod sustained. While the measures acopted in the first case

effected public expenditure during the whole of 197k, the latter
neasure did so meinly in the last quarter, tlie increase laving been
granted 1n September.

Totel central jovernment expenditure underwen: a sharp increase,
reaching ¢ figure estimated ot 99,900 million pesos. In relation to
1973, this represents a rise of 31.3 per cent, which, although higher
than thet recorded in 1973, is still below the 1972 increase of

L3 per cent (see tzble 12).

/Table 12
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Table 12

Current account
Expenciture
Income

Saving

Capital aceount
Expenditure
Income

Deficit

Global ascount
Expenditure ¢/
Income

Deficit

1970 1971 1972 1973 197ub/
2542 2842 3649 47,0 659
3340 3547 41.7 51s3 6547
7-8 7.2 ’4.8 ,‘4‘.3 -002
12,3 1040 177 21,0 24,0
0.8 008 0‘7 0'8 008
11.5 942 1740 2042 232
Lo.2 41.3 59.1 758 29.9
3349 3645 2.3 52,1 65645
6e3 4,8 16,8 2347 3344

Sourse: ECLA, on the basis of data supplied by the Banco de México, Ssle
E/ In a consolidated tulance sheet for the publie sector, total government expenditure

amounts to between 40 and 50 per cent of the totals
b/ Estimate on the basis of nine months.

2/ Including expenditure in respect of indebtedness in previous financial periodse

/A major
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A major factor contributing to the above increase was the rise
in the level of current expenditure, which totalled 65,900 million
pesos in 197%4. Nearly half of this amouant ()l OOO million) was
cebsorbed by adninistration e: nen01ture, wnlcn rose as a result not
only of the higher prices of goods purcnased by the central goverament,
but also of the wage and salary adjustments in September. Current
transfer expenditure amouanted to\25,000-milli6n nesos, wiich includes
the higher subsidies cccorded for mass consumption food items. ~Lastly,
the increase in the domestic debt wes reflectad in a 37.1 per cent
increment in the pe ayment of interest and comnissions, which totalled
2,500 willion pesos in 1974,

Aveilable date up to September 197L show only & slight increase
in capital expenditure. Estimates for the year would seem to indicate
that it rose from 21,000 million peéos in 1973 to 24,000 million in
1974%. This variation (1.2 per cent) is less -than the 24.2 per cent
increase in cousurer prices.

Incone showed less dynamism thag expenditure. Alunou sh tax
reform and inflatioan in 1974 had ude effect of pushiag up 1ts various
components, there were facbors which acted 1n the opposite seise. These

include the relatively slow_growth of sales of consuner goods (except
motor cars) the increase in the proportion of duty~free imports in
total purcaases, and the 6ecllne in export prices in the second half
of the year. These factors caused iuncome to fise by only 27.03 per

ent in 1974 to a total of 66,500 millio: pesos. In view of the.
variations in the nominal gross domestic product, it is probable that
the tax burden may have decreased during the year.

The fax reform led to a sharp rise in revenue under the head of
income tox, i.e., 36.7 per cent over the rise in prices. For the first
time in the present decade, it represented over half of totcl incone,

il.e.y 35,000 million pesos. Other components of incoiie snowed snaller
variaztions.

In view of the performznce of Ifisczl income and expenditure in
1974, the saving on current account in previous years was swallowed
up aad, according to provisional data, there was a small deficit of

/approximately 200
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approximately 200 million pesos. Although net capital expenditure
was very restricted, it nevertheless totalled 23,200 million pesos,
resulting in an overall deficit of 33,400 million pesos or the
ecuivaleat of 50 per cent of total income.

AMlready in 1973, the financing of this deficit had repercussions
on the distribution of credit available in the domestic finanecing
system. The institutions of this system grouped in the banking systen
increased their credit to the private sector by 8.2 per cent in 1973
and by 1h.7 per cent in the 12 months ending in.Septeﬁber of the some
year. The increcses in credit to the general joveranment were
32.5 and 32.0 per ceat, respectively. In the 12 months ending in
September 1974, the cmount received by the private sector rose by
15.7 per cent, and thet received by the general goverument by 12 per
cent (see table 13). ,

In 1973, the hizh rates of expansion of credit to the general
soverament were nade vnossible by the banlzing systen's rapid tapping
of resources, which increased 17.1 per cent during the year. Another
factor was the raising of the level of compulsory cash reserves. ZYae
drop in these rates in 1974 is accounted for by the smaller proportion
o cdomestic financisl resources tapped, and the fact that during the
early months of the yveer Lthe aforementioned austerity public

expenditure policy was naintained.
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Table 13
FEXICO: ALLOCATION OF CREDIT GRANTED BY THE BANKING svs'rm‘—”/
“”".E/Iillions of pesos Growth rate
balance at pecember T December September
1970 %73 . THgn 1972 1973 1973 T
Total 130 100.2 192 49640 18 ¢ 1246 110 1646 13.5
Private enterprises 117 01340 186 68042 18,9 . 1046 8.2 7 130
Agricul-i;ure‘, mining, forestry . :
and fishing - : 18 81944 28 63 2042 10,1 13.0 11,5 . 249
Grop farrinz and stoek raising 17 71043 26 16547 20,1 1047 11.2 940 2347
tilning : 793¢3 . 1 16648 2241 =1145 3641 1849 " 2642
Other 315 o8 813 .8 21 .7 31 08 60 06 87 o2 62 05
Energy 9 91345 17 760.2 39.1 2945 ~0.6 124 ~11.0
Petroloum 2.15743 . 5 353.5 93.6 .9 ~11.4 =245 164
Eleotric energy 7 75642 12 o1,y 24,0 228 540 2048 =845
Industries L4 ghli,9g 60 87044 15.3 947 7.1 1543 2041
Engineering industries 33 267.0 Y2 60247 157 . 3+9 646 1249 23.4
Nanufactured products 23 151.1 31 343.6 . 165 9.3 6.4 1642 23.1
Manufacture of non-metellie : ‘
minsral products ; 2 57947 2 125.8 =649 241 ~945 -Jj&.9 4.3
Steelmaking and metal products 5 305.1 5 98943 15.0 =104 945 -2.8 3240
Menufacture ard repair of N
machinery and slectrical ] ) )
appliances 2 2311 3 13940 3540 ~10.8 16.8 2047 2545
Construction industry 11 67749 18 26747 M2 2645 8e2 2049 1249
Services and other sctivities 22 99,7 32 Oh2.4 114 5l 19.0 | 20,4 845
Services b/ _ 5 U8l 7 65441 2745 4.8 15.1 2645 3.8
Transport 5 428 ¢y % 89243 1542 7.2 - 1727 2242 1614
Conmunications : 17.8 502 20141 - . 540 o 3 9elt o 2744
Film and other industries 1 06846 1 5010 4.8 3740 6ot 742 2640
Housing programmes 3 68041 © 5 77249 1194 104 . 1943 211t 1049
Other activities 7 54 9 16449 “0s2 8.2 2641 14,8 045
Commerce 20 10,5 27 85949 2l 84 1.6 1201 1146
Government o/ 13 087.2 25 815.8 13.3 315 325 3248 1240
Federal 10 359.0 20 491.8 945 2740 Yo,.2 3549 1342
State and municipal 2 72842 5 324,0 2745 46.0 4.8 2249 746

Source: Banco de Héxico, S 1., Indicedores sconémicos.

5/ In addition to national end private institutions, the suppliers of eredit are considered to include credit
unions, bonded warehouses and trust funds of the Federal Government. The oredit- includes that extended by
trust departments (cv. tehzlf of bailors), and credit from oomuon funds of share curtificates in Nacional
Financiera Se Aes The Banco de México, 5. Ae 18 not considered as = direot suppiier of oredit.

g/ Excluding credit between subsidiary institutions and organizations of the lMexican banking system.

_c_/ This figure does not colncide with that in the annual report, since the latter does not include portfolie
trensferred by endorsement, or credit extended on behalf of bailors.
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NICARAGUA

1. Overall economic trends

The process of reconstruction consequent upon the damage done by
the earthqualke at the end of 1972 was in full swing during 197k, both
at the public and at the private level, and largely determined the rate
of expansion of economic activity ia that year.

The growth rate of 7.7 per cent attained by the gross domestic
product renresenteq a marked recovery in relatlon to 1973 (2. 2 per cent)
and a return to tae dynamlsm that has characterlzed this rate over the
long term (see table 1). v .

hus, the activities of the public sector was invigorated by the
intensification of the worl: of rehabilitating the disaster area. Public
1nvestment 1acreosed by about 30 per cent and general government ‘
consumption by 1l.5 per ceat prlvate investment, in its turn, agaln
recorded a high rete of growth.

These stimuli of demand, supported by a greater inflow of ex cternal
capltal (returns on privete reinsurance in 1973 and official external
loans in 1974), as well as by the expansion of domestic credit that
took place in 1973 and early in 197k, boosted income, employment and
private consumption; and this upswing was combined, moreover, with
highly favourable treads in certain basic lines of agricultural
production and plenty of response‘on the part of the manufacturing and
construction sectors. All these factors prevented the contractionist
effects of the fall in the quantum of exports of goods and services
from affecting total demand, but their influence partly accounted for
the incresse in the external deficit on current account.

The growth rate of the gross internal product was determined
nainly by agriculture, industrial production and construction, plus
the restoration and expansion of the electricity and piped water

services and the increase in general government services (see table 2).
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Tabls 1

NICARAGUL: TOTAL SUPPLY AND DEMAND

Total supply

Imports _b_/

Gross domsstic product
Total demand

Exports 2/

Internal demand

Gross domestic investment

Gross fixed investment
Publio
Private

Construstion

Maohinery and equipment

Tota.l oonsumntion
Gen’eral govemmant

Private

Millions of oérdobas . Strusture Annual growth rate
at 1970 prices {percentages ) (percentages)
1970 1973 g7/ 1970 1g7he/ i;gg“ 1973 19748/
74994 88087 97288 126,8 135.9 M2 83 104
15869 2 159.5 2°567.6 26.8 35,9 1.6 31,8 18,9
5912,5 6649,2 7 16l.2 100,0 1000 © %9 22 7.7
74994 8 8087 9 728.8 126,8 1359 M2 81 10k
14532 1959.0 '188.8 246 257 106 102 6,1
6 462 6 397 7.890.0 102:2 107:6  2:6  J.6  12.5
1 025.1 vee eee 17,3 234 <118 see aee
895.0 1 075.1 '1412,7 15.1 197 4,3 311 3L.b
230,0 321,8  L13,3 39 5.8 13.3 9,0 28,4
665.0 7533 © 9994 1.2 13.9 -ll.2  43.5 2.7
3584 see - 6,1 ses " ees
53646 oo e 9.0 oo vee ses
§ 0211 5 708.9 62166 B9 86.8 5.3 2.5 . 89
496,8° 521,0  580.9 ¢ B 8 Ll 2,6 1.5
b 5243 5187.9 56357 765 787 5.8 8.6

245

Soursess 1970-1972, ECL4 caliulations bared on figures supplied by the Central Bank of Nicaragus;

1973-1974, ECLi estimatss based on off‘ieial data,

Note: The figures for exports and imorts of goods and services were taken from balance of payinents
data expressed in dollars at current pmaes, ‘which were oorxverted to constant 1970 values by
deflatior, using prioe indexes calculated by ECLA for the purposes .

g/ Provisional figures,

2/ Goods and services, exoluding factor paymerts,
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Table 2
NICaRAGUA: GROSS DOMESTIC PRODUCT AT FACTOR GOST, BY SECTORS OF ECONOMIC ACTIVITY

Millions of odrdobas Structure Annval growth rote
at 1970 prioces (peroentages) {percentages)

1970 1973 194 e/ 150 1974/ iz;" 1973 19742/

Agriculture ‘ 1 432,5 1 640.2 1 803.5 2643 27,3 61 1.7 10,0
Mining 3346 '37.6 '+1.é 0.6 0.6 =03 12,6 946
x»xanufaétupirg 954.3 1 0B4.9 1 175.0 17.5 17.8 5.7 1.8 8.3
Construction 175.1 209.8 27649 302 4.2 o2 6e2 32,0

Subtotel goods 25985 29025 32966 M6 a9 59 22 10w
Electricity, gas and water 121.1 10947 1H0.4 2,2 2.1 0. =11.0 28.0
Transport and communications 29942 3599 379e2 5.5 567 6.3 6alt Solt

Subtotal basig services Y420.3 469.6  519.6 7.7  Z.3 4.8 1.8 10.6
Commerce and finance 1062,7 1 275.5 1 M2 19,5 2043 b.9 9a1 5alt
Government 4074 40842 438,8 765 6,6  =l.2 246 745
Ovmership of dwellings 369.6 287.2 291.2 6.8 4,4 2.6 «26.2 1.4
Misoellansous services 5968  688.6 7165 11.0 103 4.8 5.0 k1

Subtotal other services 2436.5 26595 27900 M7 Moz 3.6 L8 4

Totel gross domestis prodict 5 452.3 61304 6 606.9 1000 100.0 4.9 262 7.7

Sourses: 1970-1971, ECL4 calculations based on figures supplied by the Central Bank of Nicaraguaj
1572-1974, ECLA estim:tes based on official data.
Note: As the general method of e~lculation applied comsisted in extrapolaring the individual activities
and the totals independertly, the sum of the former does not correcpond exactly with the latter,

g/ Provisional flgures

/Diverging significantly
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Diverging significantly from the trend followed in the past two
years, agriculture expanded:by 1O per cent, under -the aegis of
auspices weather conditions, policy measures to support specific lines
of~production, and, in certain cases, favourable world market prices.

In partlcular, cotton productlon flourlshed~ not only did yields improve,
but in addition the areas under cultivation were enlarged, thanks in
part to the elimination of the credit restrictions that had been in
force for agricultural enterpriaes whose yieids fell short of a-given
mininum. Levels of production also‘rose ccusiderably in the case of

sone of the staple 1tems of domestlc consumptlon, such as rice and beans
(l) per cent and lu per cent) Apart from the fact that wcather
conditions were more favourable, these trénds reflect greatcr credit
.facilities and the establishment of renuneratlve guaranteed prices, which
‘cshowed increases of almost 70 per cent for best-ouallty rice and over

'50 per' cent for beans.

The same was not true of meat‘broduction, which underwnet a further
contraction, owing to the persistence of the adverse effects on Stpck
farming produced by the severe‘drought of i972, and the decline cf‘both
prices offered by local 1ndustry and world market nrlces, in the second
half of the year.

The growth of industrial act1v1ty (at & rate of C. 3 per cent) Was
esce01ally encouraged by the expansion of local and Central Amerlcan
Qemand in partlcular the former, this dynamlc 1mpulse being most
mark ed in the case of lextiles and clothing, wood manufactures, plastics,
chemical products and construction materials. The meagre increase in
private consumption in 1973 was succeeded by a phase of bucyancy in
expenditure, resultant upon the restoration of employment and income
levels. Furthermore, the secondary effects of the boom in construction

activities made themselves felt in the manufacturing sector.

/The stability
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The stability of the Nicaraguan economy was exposed to powerful
adverse pressures during the year, especially as inflation gathered
momentum.ﬁZ/ In the first place, the more rapid rise in prices of
imported goods was bound .to have profound internal repercussions on an
econony as highly dependent upon imports as that of Nicaragua. Influence
was also exerted by the increase in the prices of those goods that were
produced partly for domestic consumption as well as for expcrts, and,
in addition, by other internal factors deriving from the very process
of physical reconstruction, started in 1973 and strengthened in 1974,
This brought to the fore, in certain branches of production,
inelasticities and bhottleneciks wich wiil be difficult to eiiminate over
the short term.

' Various factors acting in op?osite directions malze their appearance
on the future economic scene. On the oane hand, it is estimated that the
dynamic impulses generated by the rehebilitation of the areas affected

by the earthguake will continue to operate, as well as, in general,

those stemming from the investment contemplated in the national
development plan. These positive factors, however, are offset by the
uncertain or unpromising outlook for the principal export products,

which might continue to aggravate the country's precarious external
payments situation, and also by the prospects deriving from the

intenzification of inflationary pressures.

,EZ/ An iandication that prices rose faster than in the preceding year
is given 'y a comparison of the increment in revenue f