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In This Issue

Oil derricks silhouetted against the
setting sun are a fairly common sight
in Venezuela, especially in the Lake
Maracaibo area. We chose it as the
cover picture for our annual issue on
trading conditions and opportunities
in South America because oil, long the
economic mainstay in Venezuela, is
also becoming important in other parts
of the South American continent.
Colombia already sells sizable amounts
of crude petroleum abroad and is ex-
ploring additional fields; in Ecuador, a
Texas-Gulf consortium has recently
located large oil deposits and the Gov-
ernment there is looking forward to
eventually earning foreign exchange
through oil exports. And in the Chaco
region of Paraguay, three companies
are busy investigating possible oil de-
posits. Argentina and Peru are, of
course, already producers.

Turning the magazine over and looking
at the back cover, you may decide that
the issue also contains at least one
article about the Canadian Arctic. You
would be wrong. The iceberg floating
serenely on a choppy sea was photo-

graphed in the Argentine Antarctic.
They tell us that Argentina organizes
tours for tourists to this area if you
want to spend a holiday being blown
upon by polar winds. At this point,
with winter holding on here, we
wouldn’t be interested.

Many readers have told us of their
interest in the movements for economic
integration going forward in various
parts of the world. There are a number
of these in Latin America, less well
known than the EEC and EFTA. Writ-
ten by the director of the Latin Ameri-
can Division of the Departrient, our
intreductory article explains in some
detail the various regional integration
groups and deals with their progress
and problems. The author also discusses
some of the implications of these move-
ments for Canadian export trade.

Those who need a guide to the acronyms
of the various Latin American institu-
tions that impinge on the trade field
should turn to page 36. There they will
find a listing of these institutions, plus
a succinct explanation of the function

of each. Immediately preceding that
article is a summary of the import and
foreign exchange control regulations
in each of the South American coun-
tries. You will probably want to file
both these pieces for ready reference.

We confess to a weakness for “how
to” articles, because we always want
to know how things work. That is why
we included in this number an account
of how Canada Wire and Cable went
about setting up joint ventures in Latin
America. It was written by an execu-
tive of the company who is also a pro-
fessional engineer. Other firms con-
sidering taking similar action should
find it helpful.

Our April 11 number will carry articles
on how to sell abroad products as
varied as grey iron castings, women’s
and children’s wear, timber and ply-
wood, and food products. The leading
article will answer the question, “How
did Canadian export trade shape up in
the year just ended 7
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South America Begins
a New Decade

Move towards economic integration characterized the sixties

a decade that saw

Canadian sales to the area rise by 150 per cent. What will be the shape of the seventies?

G. W. GREEN

Director, Latin Amenican Division, Office of Area Relations

South America, standing as it does
midway between the developed and the
developing world, occupies a rather
unique position as a potential market
for Canadian goods. If we were to look
at these ten countries individually, we
might find them noteworthy as much
for their economic diversity as for their
similarities. Taken as a whole, how-
ever, they comprise an area which by
almost any economic measure is not
only considerably more mature than
most other parts of the developing

world, but seems determined to break
through as quickly as possible to an
even more industnalized society.

During the decade just ended most
talk of economic progress with'n Latin
America tended to revolve almost
clusively around the concept of regional
integration. In order to set the stage
for the country-by-country discussion
of market opportunities which fo ows,
therefore, it may be useful to review
the various 1nitiatives during these ten

-
e L

years and to look at some of their im-
plications for the level and content of
future Canadian trade.

The most far-ranging approach to region-
al integration is probably represented

by the Latin American Free Trade Asso-
ctation (LAFTA), which was established
by the T eaty of Montevideo on Feb-
ruary 18, 1960, and which eventually
came to nc ude all ten of the South
American republics as well as Mexico.
As 1ts name implies, 1ts princinal aim

rd

Peasants, most of whom are of Indian stock, wearing their distinctive hats, erowd inio a marketplace in ¢ Bolivian village. Like
its neighbors, Ecuador and Paraguay, Bolivia is still a relatively unde veloped couniry, unlike Brazil, Argentina or Mexico.
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was to set up a free trade area over a
twelve year period by gradually elumi-
nating all tariffs and other charges on
goods originating within the member
countries. This was to be done by estab-
lishing two separate lists: the *“‘na-
tional list” and the “‘common list”. It
was envisaged that member countries
would negotiate with one another each
year on a commodity-by-commodity
basis, each granting to the others re-
ductions in duties equivalent to at least
8 per cent of the weighted average ap-
plicable to third countries. This process
would be continued until duties had
been eliminated completely on sub-
stantially all trade moving among them.
Concessions negotiated in this way
would comprise the *national list™.
Once granted, they might be withdrawn
but only after consultation with the
other member countries and the offer of
adegquate compensation.

To establish the “‘common list”, mem-
bers were to reach agreement at the
end of the first threec vears on a list of
products on which they were to com-
mit themselves collectively to eliminate
duties completely by the end of the
twelve years. The value of such prod-
ucts in this initial list was to total at
least 25 per cent of the aggregate value
of all trade between them. Another 25
per cent would be listed three years
later and so on until substantially all
trade had been covered. Unlike the
national list method, duties on products
appearing in the common list need not
be removed or reduced immediately.
All that was reguired was a commit-
ment to eliminate them completely
before 1973, Once made, however, such
a commitment was irrevocable.

In addition to these two methods of
liberalization, the Treaty of Montevi-
deo also provided for what were called
“complementarity’’ or “complementa-
tion™ agreements, It was recognized
that the reduction of tariffs alone as a
prelude to closer economic co-operation
might tend to perpetuate the domi-
nance of the larger countries. By allow-
ing particular countries to become the
exclusive producer of a given product
or component as a prior condition to
free trade in such products, it was
hoped that regional industry might be
rationalized without necessarily accen-
tuating the existing pattern of devel-
opment.

The difficulties that the LAFTA coun-
tries have experienced in carrying out
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Brazil and Argentina stand onr amiong the South American countries in degree of
industrialization. The picture above shows one of the completed Bandeirante air-
craft built in Brazil for use by the Braziliun Air Force. These planes use Canadian
turbine engines, built by United Aircraft, of the Pratt & Whimey PT6-A20 type. In
1969 Canada shipped to Brazil some $1.2 million worth of aircraft engines and parts
and abour 3250,000 worth of aircraft assemblies, equipment and parts.

these objectives are well known, As is
often true of commeodity-by-commeodity
negotiations, tariffs were easily reduced
in the first stages because concessions
were offered on products of minor
importance or on those which were not
actually produced in the countries
concerned. As they continued, however,
and the hard core of sensitive items
rose into sight, tariff reductions became
considerably less appealing. Common
list concessions proved to be even more
of a problem. During the first nego
tiations in 1964, the necessary 25 per
cent commitments were made without
too much difficulty. By 1967, however,
the point had been reached where 1t
was necessary to consider several prod-
ucts of such importance in regional
trade that they had to be included, but
of such national sensitivity that it was
almost impossible politically to do so.
Despite several postponements, this
second stage of negotiations has not
vet been concluded.

In complementarity agreements only six
have so far been signed, dealing with
data-processing equipment, radio and
television valves domestic electrical
equipment, chemical preducts, petro-
chemical products, and household ap
pliances. As one might expect, few
countries were willing at this carly
stage to waive completely their right to
produce any given product or compo-
nent, particularly when, as with the
first few agreements, the tarifl reduc-
tions were to be extended not only to
those signing the agreement but to all
other member countries as well.

It is clear that the Latin American
Free Trade Association is still a long
way from accomplishing the objectives
it set for itself so enthusiastically in the
late fifties—a judgment that appears to
be borne out by the decision late

last year to extend the original 12-year
target date from 1973 to 1980. One of
the principal reasons for this disap-
pointing performance, it has been sug-
gested, is LAFTA’s ambitious geo-
graphical scope and its attempt to
1mpose integration on economies of all
sizes and at all levels of development.
Generally speaking, the member coun-
tries may be divided into threc cate-
gories: the industrially advanced nations
Argentina, Brazil and Mexico), the
relatively backward nations (Bolivia,
Ecuador and Paraguay), and a rather
disparate middle group (Chile, Colom-
bia, Peru, Uruguay and Venezuela).
The last two groups have claimed that
they have so far gained little from
regional free trade and that they are
merely exposing themselves to the dan-
ger of becoming markets for the surplus
industrial preduction of the more ad-
vanced group. The latter countries.
preoccupied with their own national
development, have been slow to offer
the special concessions that might allay
some of these anxieties.

nder the circumstances 1t is not sur-
prising that several of the less advanced
nations were led (o seek a solution
along different lines. The agreement
establishing the so-cailed ‘*Andean
Group” was signed in Bogota on May
26, 1969, almost two years after the



pre munary discussions at Vina del
Mar The countries concerned (Bol via
Colombia, Chile, Ecuador and Peru
felt that they had sufficient common
ground to pursue a more rapid and
more closcly-knit policy of economic
integration than the general provisions
of LAFTA afforded. Their right to do
so without invalidating their member-
ship 1n the larger group was established
at a meeting of LAFTA Foreign Min-
1sters tn August 1967. Venezuela partic-
1pated n the discussions leading up

to th s agreement but withdrew at the
last moment, largely because of uneas
ness ove the possible effect on its own
high-cost and highly-protected do-
mestic industries. It still retains the
right, however, to join as a foundin
membe 1f 1t desires to do so before
the end of this year.

Under the terms of the agreement, all
non-tariff barriers affecting trade among
the five countries will be eliminated by
the end of this year, except for products
included in special regional and na
tional industnal development pro
grams to be agreed upon between
them. Tanffs on products included i
the LAFTA “common list” are gener
ally to be removed by next April, those
on products not yet produced in the
area by early 1971, and those on all
other products by 1980. Bolivia and
Ecuador, however, as less-developed
members, are 10 be allowed a slightly
more relaxed pace of liberalization.

The agreement will also, hopefuily,
involve the gradual establishment of a
common external tariff by the end of
1980; a common policy on the treat-
ment of foreign capitai; a uniform
system for multinational enterprises;
the harmonization of industrial promo-

tion leg slation; the co o dination o
monetary, financial and fiscal policies,
and the harmonizat on o agncultural
production. Finally an ag eement was
s gned on February 7, 1968, setting up
the supra-national Corporacion Andina
de Fomento Andean Development
Corporation to promote and finance
regional industr al and 1n rastructure
projects that would normally be beyond
the means of pr vate ente p 15e acting
alone.

Almost simultaneous  on April 23
1969, the ground was broken for stil
another kind of econom ¢ co operatio
when the foreign m nister of Argen-
tina, Bolivia, Brazil Paraguay and
Uruguay signed a treaty in Brasilia for
the economic integration and joint devel-
opment of the River Plate Basin, which
will become effect ve after atification
by the five countries. This treaty has as
its primary object ve the geographical
integration o the region on an infra
structure basis. This includes plans for
building port installations; the im
provement of rail road, water and air
transport, and of electnicity and com-
munications systems - the development
of complementary regional industry;
the preservation and development of
amimal and vegetable ife; the promo-
tion of advances 1n education and
health, and the inventory, evaluation
and development of the natural re-
sources in the area. As a freaty, t s
fa from inflexible Members may pui
sue whateve projects they p ease with
in their own boundaries or n co-oper
ation with other ndiv dual members
They may w thdraw from the agree-
ment If they so desire 0 other Latin
American nations may jon. Its dura
tion is unlimited

Another development might be men-
tioned the LAFTA complementarify
agreement on petrochemicals which, as
noted above, was signed 1n July 1968
by Bolivia, Chile, Colombia and Peru
Unlike the other agreements of this
sort which prov ded for little more th
the elmination of tariff barriers, the
petrochemicals agreement contain-

ed a complete plan for the develop-
ment of those branches of the industry
concerned through the planning of
investment, the co-ordination of pro-
duct on policies, and the location of
plants in the varous countries. It estab-
lished in addition an automatic and
‘rrevocable prog am of liberalization
and a common external tariff which
varies according to the degree of pro-
cessing of the products. It demonstrat-
ed, in short, the special potential of
this kind of agreement as an instrument
for integration and development.

It has often been suggested in the

light of all this past experience that
South America is not yet ready for
economic integration in any meaning-
ful sense and that economic nationalism
and political instability are still too
powerful to allow close co-operation
between them. This would appear to be
looking at the problem from a rather

1 mited viewpoint. In the enthusiasm of
the moment, many things may have
been attempted which had little chance
of fulfilment during the time allowed.
A more striking aspect of these at-
tempts, however, has been the willing-
ness of the nations concerned, when
thwarted in one direction, to seek sol
t'ons a ong othe lines. It may be a b
too early to judge the practicality of
these later initiatives: the formation
the Andean Group, the co-operative
ventures of the River Plate countries,

CANADIAN EXPORTS TO SOUTH AMERICA 1960-1969

Cdn.$ million

1960 1961 1962 1963 1964 1965 1966 1967 1968 1969
Argenlina 19.4 30.9 22.5 37.0 26.9 32.7 395 33.4 48.0 62.3
Bolivia .3 .4 .4 .6 1.0 1.7 2.1 2.2 3.5 21
Brazil 19.8 30.1 28.5 29.4 23.0 1.5 21.2 27.5 48 2 50.2
Chile 66 82 13.3 12.3 12.9 105 12 3 17.7 20. 22.8
Colombia 16.6 19.5 19.9 23.3 21.3 1 4 25 4 18.2 18.6 18.8
Ecuador 3.9 3.9 38 3.9 5.7 4 3.0 3 35 2.6
Paraguay 1 -1 - .2 .5 2 N .1 R .4
Peru 8.9 8.2 8.1 11.6 10.7 21.9 36 3 32.3 22.2 26.2
Uruguay 2.4 3.0 32 3.0 5.7 3.3 4.8 3.0 24 34
Venezuela 35.3 35.0 42.3 46.3 64 1 73.0 76.0 820 102 5 92.9
Total 113.3 139.4 142.1 167.8 171.8 182.8 220.8 219.5 270.3 281.7
4 FOREIGN TR



and the more bioadly-based comple
mentarity agreements. It 1s not too
early to suggest, however, that the
Latin American drive towards balanced
industriabization is bound to triumph
over any short-term or institutional
obstacles, particularly when supported
by effective financing bodies like the
Inter-American Development Bank.

The implications of all these develop-
ments for Canada’s export trade remain
to be worked out. The development of
new industrics within South America,
the substitution of regional products for
those which were previously imported,
and the establishment of tariff pref-
erences against outside suppliers are
almost certain to affect some of our
traditional sales to the area. Industrial-
rzation as such, however, offers a wide
range of other opportunities. A num-
ber of development sectors which rate a
high priority 1n the area are those in
which Canadian industry has displayed
particular competence. These include
telecommunications; consulting engi-
neering services; airport construction;
mining, forestry and fishing equipment;
hydroelectric equipment; grain storage
facilities; port handling equipment;
forest fire fighting equipment; pulp and
paper machinery; aerial surveys and
specialized aircraft; nuclear reactors;
subway equipment and road and rail-
way equipment, and educational equip-
ment. This list provides an excellent
indication of the degree of complemen-
tarity which exists between the Cana-
dian and South American economics,
not only in the traditional sense that
geography, climate and resources pro-
vide obvious areas where we can fill
each other’s needs, but in the sense
that these sectors are also those on
which Canada concentrated in the
process of its own industrialization.

In the longer term, of course, both the
growth and nationalization of industry
in South America are bound to bring
about a higher standard of living and a
consequent demand for a wider range
and greater number of imported goods.
Canada may therefore expect to see
increasingly larger markets, not only
for many of our traditional foodstuffs
and raw materials but for industrial
plant and equipment and consumer goods
as well. [t may be instructive to glance
at the accompanying table which
illustrates the growth of our export
trade to South America during the
past ten years.
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Recently Northiern Electric Company won a $2 million conrract in Chile for a inicro-
wave systemn berween Puerto Montt and Temuco. The picture shows, left ro right,
Mr. Santiago Astrain, general manager of Chile’s telecommunications corporation,
and Mr. Walter Godbehere, director of international marketing for Northern, shaking
hands after signing the contract. This is being financed by a CIDA soft loan.

In relative terms, our exports to this
area still account for a very small
proportion (3 per cent) of Canadian
sales to the world as a whole and for
only a very slightly larger proportion
of South American imports. In abso-
lute terms, however, our shipments have
risen from just over 5113 million at the
beginning of the decade to nearly $282
million at its end, an increase of some
150 per cent. 1t is equally interesting to
note the breakdown of these sales
among the various countries. Vene-
zuela, Argentina and Brazil accounted
for total purchases last year of over
$205 million, or nearly three-quarters
of the total. Paraguay, Ecuador and
Bolivia, at the least developed end of
the economic spectrum, bought Cana-
dian goods to the value of only $5
million, less than §1 million more than
they had purchased ten years previous-
ly. Sales to the four remaining coun-
tries Chile, Colombia, Peru and Uru-
guay rose by $36 million in absolute
terms and by just over 103 per cent in
relative terms, placing these nations in
roughly the same in-between category
in trade as on the cconomic develop-
ment scale.

Canadian exporters would do well to
keep a close watch on progress in this
part of the world and not only for

the shorter-term opportunities provided
by its current drive towards indus-
trialization. They should also observe
the effect of such industrialization on
an increasingly prosperous and egal-
itarian socicty which by the end of the
decade may well provide a potential
market of a quarter of a billion people.

Financing for Farming

Venezuela has recently eslablished an
Agricultural Development Bank 1o provide
financing for large-scale farming and live-
stock breeding. Its capilal of 100 million
bolivars {Cdn.$25 million) has been pro-
vided half by the Government and half

by the privale sector. The new bank will
permit the existing Banco Agricola Pe-
cuario (BAP) 1o concentrate on the financ-
ing of the small-scale farmer. It will also
absorb aciivities formerly carried on by
the credit department of the Ministry

of Agriculture,




Argentina

Government plans to expand exports to increase exchange reserves;
is encouraging investment, making use of foreign loans.
Raw materials, capital equipment offer best prospects for Canadian suppliers.

L. D. BURKE
Commercial Counsellor Buenos Air

These Argentine gauchos are rounding up cattle for shipping to customers. Livestock and livestock products broughr in about
5630 million in foreign exchange earnings lust year and further gains in this trade are expected during the current year.

In 1970 the Ongania Governiment in
Argentina will be faced with two main
problems. One is continuing with its
program to achieve sustained and
stable economic development. The
second is devising means to meet the
labor and social problems that will
probably appear during the current
year. Even if the Government is not
able to achieve all its economic and
social goals, 1970 should still be a
good year for Argentina. It should
also be a year when Canadian ex-
porters should make even greater ef-
forts to sell in this market—efforts

6

which have been successful, especially
during the past two years.

Economically 1969 started off well,

with output and exports rising and
prices stable. Confidence in the Govern-
ment’s capacity to maintain the policies
that had created these conditions was
shaken, however, when labor and stu-
dent riots erupted and finally culmi-
nated in a general but not completely
successful strike. These disturbances
affected the foreign exchange reserves,
which began to decline immediately,
and the peso, which for a time came

under pressure. To meet some of la-
bor’s demands, the authorities in Oc-
tober announced a general wage
increase of 6 per cent and a further
increase of 7 per cent effective in March
1970. Private firms were not to be
allowed to pass these wage increases

on in the form of higher prices unless
they qualified as labor-intensive indus-
tries.

Notwithstanding these social diffi-
culties the Argentine economy per-
formed well throughout 1969. The
GNP rose by 7 per cent compared with

FOREIGN TRADE



4 per cent in 1968. Expansion was

also more general in nearly all sectors
of industry. Unemployment was at a
low of approximately 4 per cent. There
was record production in steel (1.7
million tons, up nearly 10 per cent
over 1968), vehicles (219,000 units
compared with 180 000 in 1968}, ce-
ment, petroleum and many other fields,

The greater activity in the country,
however, meant that imports rose by
nearly 40 per cent to approximately
$1,520 million. Exports also rose but
by a smaller amount to reach $1,620
million, the highest figure in 30 years.
The result was a favorable balance of
trade of only $100 million compared
with $200 million in 1968. Signs of
inflation once again became apparent,
The Government’s goal was to hold
the increase in prices to 5 per cent but
this did not prove possible. According
to official statistics, the cost of living
last year rose by 6.7 per cent. This
index, however, is computed for a
working class family living in Buenos
Aires in accommodation with a rent
ceiling. Other organizations set the
actual price increase at closer to 10
per cent.

The main economic problems to be
tackled by the authorities this year are
the control of prices and the balance-
of-payments position. Inflation is already
causing concern. In January prices

of a number of products rose and the
Government responded with a threat
of price controls. The question now

is whether a relative degree of price
stability can be maintained through
1970. The Government has shown a
willingness to tackle this problem. In
its budget for 1970 the deficit (which
still amounts to approximately $120
million) is slightly below that of 1969,
To give a new sense of the value of
money, to dampen inflationary ex-
pectations, and to provide accounting
benefits, the Government introduced
a new peso effective January 1, 1970,
the value of which is arrived at by mul-
tiplying the value of the former peso
by 100. The previous rate of exchange
for the Canadian dollar, for example,
was 320 pesos to the dollar; now it

is 3.2 pesos. In announcing its eco-
nomic plans for 1970 the Government
also indicated its determination to
protect the present rate of exchange
for the peso (which has remained stable
for almost three years), t0 control
prices, and not to consider wage in-

MARCH 28, 1970
$1539—3

creases beyond those already author-
ized during 1970.

At the beginning of 1969 Argentina
had foreign exchange reserves of $810
million (gross reserves, IMF basis), By
the end of the year these had dropped
to $580 million. One of the major tasks
of the Government in 1979 is thus to
expand exports; it has set a target of
$1,800 million for the year, or an 11
per cent increase over last year. The
bulk of these exports will still have to
be agricultural, especially wheat, maize
and livestock and livestock products,
Argentina is hoping this year to ob-
tain $106 million through the sale of
two million tons of wheat, $188 mil-
lion through the export of four million
tons of maize, and approximately $650
million through sales of livestock and
livestock products. These estimates
were enhanced by a sudden change

in production estimates for the 1969
70 wheat crop, which is now expected
to reach 6.4 million tons, providing

an exportable surplus of two million
tons. In maize, a bumper crop of be-
tween 8 and 814 million tons is ex-
pected. The meat trade did well in
1969 Beef exports during the year
increased by 38.7 per cent and 1970
should show further gains. Frozen
cooked beef sales, for example, are
being aggressively pursued in both

the United States and Canada. Con-
sidering all these factors, total exports
of agricultural products at approx-
imately $1,200 million for this year
should be possible.

Exporters of manufactured goods will
face a greater problem in trying to
increase their foreign sales to approxi-
mately $600 million if the over-all goal
of $1,800 million is to be reached, To
assist them (and in fact all exporters}
the Government has decided on an
aggressive trade promotion program
beginning this year. 1t includes a reduc-
tion in export taxes on meats; removal
of special taxes formerly paid on ex-
ports of wheat, oats, barley, maize

and sorghum; increase in drawbacks
payable on exports of industrial goods;
the creation of an autonomous organ-
ization to promote exports, and im-
provements in the exports insurance
coverage.

It is estimated that imports in 1970 will
amount to approximately $1,550 million;
this would mean a favorable balance
of trade of $2350 million if the export

goal is achieved. From this and from
reserves if necessary, Argentina ust
pay for the usual invisible items and
also service charges on a substantial
external debt. The consensus is that
Argentina has the basic strength to
continue its economic recovery through
1970, but the Government must pro-
vide firm and effective management.

The year 1970 promises to be a good
one for investment, botb domestic and
foreign, in this country, especially in
the petrochemical, steel and automotive
industries. Indicative of this are Dow
Chemical’s plans for the establish-
ment of a large petrochemical project
with a total investment of nearly $100
million. PASA, another chemical or-
ganization, is awaiting approval for
its investment of $30 million for a
new naphtha steam cracking plant
and ancillary production facilities.
General Motors has submitted a pro-
posal for a new automobile plant in
Tucuman. FIAT expects to invest $98
million by 1971 and Renault will pro-
bably channel an additional $35 mil-
lion into the Cordoba factory of
IKA-Renault. In steel, Propulsora
Siderurgica is in the process of adding
a blast furnace, steel mill and hot roll-
ing mill to its present cold rolling
facilities.

The international lending agencies also
have active programs planned for 1970
in Argentina, especialiy the IADB and
the World Bank. The [ADB has just
agreed to a $25.5 million loan to fi-
nance the dredging of a canal between
the port of Buenos Aires and the
mouth of the Parana de las Palmas
River. Because the funds for this come
from the Bank’s Ordinary Resources,
Canadian companies can compete

for this work. In addition, the Bank

is considering financing projects for
this year totalling $170 million. These
include the following: hydroelectric
generating and transmission facilities
for a proposed aluminum industry

at Puerto Madryn in the south of
Argentina; mining and transportation
facilities and pelletizing plant to de-
velop iron ore deposits at Sierra Grande;
ports, including the deepening of and
improvements to the port of Bahia
Blanca and other ports, and a program
designed to increase production and
distribution of natural gas by the Na-
tional Gas Company. Until the lend-
ing contracts are signed it will not be
known what type of funds the IADB



will use for the above projects, but
because of their nature it will prob-
ably be Ordinary Resources, allowing
Canadian companies to compete. As
actual loans are approved, our office
will advise the Department so that it
can contact interested Canadian firms.

The World Bank has granted credits
to SEGBA, the largest private elec-
tricity producer in Argentina, amount-
ing currently to $74 million, to improve
transmission and distribution facilities.
A considerable amount of imported
equipment is needed and Canadian
firms have and are continuing to bid
on these requirernents. The huge $500
million hydroclectric scheme at El
Chocon, partly financed by the World
Bank, is making good progress and
international tenders for equipment
and supplies are continually being
called. Tenders will soon be issued

for consulting services (involving both
foreign and local firms) for the Bank’s
$25 million highway construction loan
to Argentina. Other loans to the
Argentine Railways and to the meat-
processing industry are being studied
by the Bank.

Most of the projects initiated under
the River Plate Agreement are either
being carried out by experts of various
international organizations or by firms
within the individual countries. How-
ever a Canadian consulting company
was recently awarded a contract for a
hydroelectric and navigation study for
the Salto Grande project on the Uru-
guay River. (For further information
on the River Plate Agreement and
how Canadian firms may participate
in projects sponsored under it see
Foreign Trade, September 27, 1969.)

In the first ten months of 1969, Argen-
tina exported goods to Canada valued
at nearly 36 million. (In this section of
the report all dollars are Canadian;

in the remainder they are U.8.) This
compares with $3.7 million for the
same period in 1968. Total Argentine
sales to Canada in 1969 are estimated
at $8.5 muillion, or a 60 per cent in-
crease over 1968. Traditional items
such as canned corn beef, cheese, tea,
wool and quebracho still constitute
the bulk of this trade. A number of
new items have appeared, however;
the most notable is precooked frozen
beef. This trade began late in the year
but in a few months amounted to
nearly $500,000. Precooked frozen
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beef is used in Canada for TV dinners,
soups and other prepared foods.

Canadian sales to Argentina in 1969
totalled $62.3 million, an increase of
$14 million or 30 per cent over 1968.
In 1969 we were able to diversify our
trade with Argentina, but most of our
exports are still concentrated on in-
dustrial raw materials and equipment.
The following were the major exports
to Argentina last year with the value
shown in millions of dollars for the
first ten months of 1969 and in brackets
for the similar period of 1968: news-
print $11.4 ($8.3); automotive parts
$10.5 (37.5); aluminum ingots $7.0
(34.3); construction machinery $4.5
($1.4); tinplate $4.4 (3$5.3); wood pulp
$2.6 (82.3); asbestos fibers $1.1 (§1.3).

Sales of Canadian goods to Argentina
in 1970 should reach a figure of be-
tween 370 and $75 million, because of
the emphasis on increased industrial
activity. This should mean improved
sales of many of our traditional
exports, such as asbestos, nickel, lead,
automotive parts, etc. Active invest-
ment programs will also require sig-
nificant imports of equipment and
materials. It is reported that duties
may be substantially reduced, perhaps
down to 20 per cent from the prevail-
ing rates of 90 and 100 per cent. for
capital equipment of a type not manu-
factured in Argentina. As a member
of GATT, Argentina grants m.f.n.
tariff treatment to imports from Can-
ada and ts virtually free from import
licensing controls.

We have already suggested some of
the types of Canadian products for
which opportunities are most promis-
ing at the present time in Argentina.
To these could be added transporta-
tion and port equipment, space prod-
ucts, scientific equipment and instru-
ments, defence products, consulting
services and process machinery for
primary industry.

Argentina already has a well-developed
and diversified industrial sector. As a
result, even for the lines which we have
mentioned, the general rule is that if

an item is made here, it is usually diffi-
cult to import a similar product for any
length of time. This rules out most
consumer goods and makes it necessary
to know what is produced locally and
to concentrate on those items which
are not. In many instances, to secure
orders or contracts here it is becom-
ing increasingly necessary for Cana-
dian companies to join forces with
Argentine firms, with each partner
supplying the equipment or services
which he can provide best.

To develop sales, Canadian firms must
normally have an active agent, must
stay in contact with him, must know
the market well and, because an im-
portant and growing share of sales is
made to government entities, must have
patience. The net result could be well
worth the effort—as a growing num-
ber of Canadian companies have al-
ready learned. Their success is appar-
ent from the trade figures that have
been quoted in this article.

EDC Provides Credit for Mexico

To help the smaller Canadian producer
of sophisticated goods the producer
who finds it difficult to put together a
transaction to meet the normal $1 million
minimum required for direct financing—
the Export Development Corporation has
granted a $5 million re-lending credit to
Mexico. This loan, the first of its kind
made by EDC, 1s tied to the purchase of
Canadian-made goods and services. Na-
cional Financiera $.A., the Mexican Gov-
ernment agency responsible for handling
it, will re-lend the proceeds of the credit
to Mexican buyers, providing them with a
source of financing at competitive rates

to buy Canadian goods for cash. It will

be up to the Canadian producers to seek
out the Mexican buyers themselves, but
the buyer will negotiate the financing
terms with Nacional Financiera. Sub-
loans may be made for transactions 1hat,
except for dollar value, would otherwise
qualify for EDC exporl financing. Credit
terms offered to the Mexican buyers will
be in accord with those usually granted by
internaticnal lenders for similar equipment
and services. The signing of this loan puits
Canadian exporters in a favorable position
to compete for 1he supply of smaller
amounts of capital equipment and services.
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Bolivia

Sales to Bolivia will be sharply curtailed until government
policies are worked out and exchange reserves recover.

DEAN J. BROWNE
Assistant Commercial Secretary, Lima

Bolivia’s period of sustained economic
and political stability came to a violent
end in April 1969 with the death of
President Barrientos in a tragic air
crash. The interim government of
Acting President Siles was subsequent-
ly replaced in September by a military
Jjunta led by General Ovando, who
became President. Recent government
legislation and statements have given
rise to a serious loss of confidence in
the economy. International trade is
today at a virtual standstill, except

on a cash basis or under terms of
previously negotiated commitments.

Demonstrating strong nationalistic
tendencies, Bolivia soon followed the
pattern of Peru by suddenly national-
izing in October the entire operations
of the Gulf Oil subsidiary. Its activ-
1ties accounted for a growing share
of Bolivian exports and constituted
an important diversification from
metals, which have traditienally con-
tributed more than 90 per cent of
export earnings. This action has been
followed by further statements from
General Ovando indicating that addi-
tional ‘“‘revolutionary™ legislation can
be expected.

These policies have brought Bolivia
into conflict with the United States,
the major supplier of aid. Pending
clarification of government policy on
this expropniation, foreign and local
investment has been halted and foreign
aid programs are under review.

IMF reports indicate that Bolivia’s
gold and foreign exchange reserves fell
from U.S.$35.2 million on June 30 to
only U.S.$31.5 million at the end of
September, as a result of a steady
third-quarter drainage Trade figur
are not available but 1t seems unlik

This is the centrol ploza in the heort of Lo Paz, capitol of Bolivia, situated of on cltitude of 12,500 feet. Business visitors find
that it tokes time to get occustomed to this altitude and try to toke things eosy for the first few days of their stoy.

MARCH 28, 1970
9153931



that this drop resulted from worsening
of the trade position.

The problem was aggravated in October
when Bolivia lost one-tenth of its
reserves in a single day following the
Gulf Onl nationalization, To safeguard
the official parity of the peso, the
Government suspended all banking
activities between October 22 and
October 27 while measures were taken
to stop the outflow, When the banks
were officially reopened, their em-
ployees went on strike to aid in stop
ping the drain on reserves,

It would appear that strict exchange
controls are not contemplated, at least
for the time being. The Government
has decreed, however, that all proceeds
from exports by the public and pri-
vate sectors must be surrendered to
the Central Bank at the official ex-
change rate and that the public sector
must henceforth pay full export and
mport duties. No further concessions
will be granted. Prices of all basic

services and essential goods have been
frozen, hoarding is prohibited, and
increases in wages and salaries have
been temporarily suspended.

All private companies must now place
all declared dividends or profit dis-
tributions, after payment of taxes, in
tirne deposits with national banks, for
at least one year, In addition, they
must deposit with pational banks, for
at least one year, 2 per cent of their
paid-up capital and reserves as of
December 31, 1968, The mining sector
is an exception to the latter ruling,
although it too must make one-year
deposits with national banks calcu-
lated as a percentage of the gross value
of its sales.

It is said that these time deposits in
national banks will be channelled into
highly productive activities but, in
fact, there seems to be scant hope for
new investment when profits and divi-
dends are frozen. Undoubtedly the
main intention 1s to reduce liquidity

il if
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and over the short term the effect will
be severe. The Government has also
committed itself to a sharp reductton
in public expenditure and to cutting
the size of the armed forces. Such
spending cutbacks will be necessary
to compensate for the income nor-
mally received from Gulf Qil.

Until government policy is clarified,
international trade will be severely
curtailed, with reductions in trade with
Canada. Although demand for many
products continues, Canadian ex-
porters would be well advised to con-
fine their activities at present to
maintaining their contacts in the cou
try and to the negotiation of contrac
either on a cash basis or with suitabl
financial guarantees.

The Trade Commissioners in Lima

are studying Bolivian developments
closely and will be pleased to advise
interested exporters about changing
conditions there. Write to us at the

Lima office.

Subsistence agriculture and mining used to be the main Bolivian ways of earning a living. Now, with the help of foreign lo
industries are appearing. This bus-body plant received a 51.5 million loan from the IADB’s Canadian resources.
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Brazil

Fight against inflation is succeeding; exports are rising; foreign aid is coming in.
Continued buildup of industry, capital projects open doors to Canadian suppliers.

J. R. BROCKLEBANK

Assistant Commercial Secretary, Rio de Janeiro

J. H. TRELEAVEN

Vice Consul and Assistant Trade Commissioner, Sac Paulo

The year 1968 was a banner one for
the Brazilian economy, and reports
indicate that 1969 was even better.
But there is a cloud forming on the
horizon.

Most economic comparisons start with
1963, just before the new government
took power. It was a time of extreme
inflation, declining investment, and
virtually no economic growth. Since
1964 conditions have been improving
and 1969 saw a continuation of this
process. The first published estimates
of economic growth in 1969 show a
rate of 9 per cent, up from 8.4 per cent
in 1968. The rate of inflation, which in
1963 exceeded 100 per cent, fell in 1969
to 21 per cent from 25 per cent in
1968. The Brazilian Government has
clearly indicated that controlling infla-
tion is one of its top priorities and its
budget for 1970 reflects its determi-
nation to bring the rate down to less
than 20 per cent per year. In the early
sixties the government deficit was
covered by borrowing from the bank-
ing system and this produced much

of the inflationary pressure. In 1963
the government deficit represented

5.3 per cent of the gross national pro-
duct, For 1970, the Ministry of Finance
has predicted, the deficit will be only
0.5 per cent of the GNP, down from
0.6 per cent in 1969.

Brazil remains an agricultural coun-
try with most of its population still
on the land, but industry has been
developing rapidly since the depres-
sion. Heavy restrictions were imposed
on imports in the 1930’s and local
industry, particularly textiles and food
products, received a big boost.

Since the Second World War, much of

the Brazilian Government’s effort has
been directed toward building the
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infrastructure to allow for industrial
development. Roads have been cut
through the wilderness and the rivers
have begun to be harnessed to produce
hydroelectric power. The investment

in infrastructure has both laid the base
for further industrialization and stimu-
lated foreign investment in plants to
produce transformers for the power
plants and cement for the highways.

Today in the area arcund Sao Paulo
there are companies turning out every-
thing from automobiles to zippers,
from popcorn to railway locomotives.
Although the Sao Paulo region is the
most heavily industrialized in South
America, there are also factories
throughout the country processing
local raw materials or supplying man-
ufactured goods to the local market.

Brazil’s exports, it is reported, rose
from U.5.$1,950 million in 1968 to
U.5.$2,250 million in 1969. Foreign
reserves at the beginning of 1970 are
estimated at about U.8.$600 million.
Firm year-end figures have not yet
been received, but it is known that
the reserves rose 47 per cent over the
period January to mid-June 1969—
or from U.8.$257 million to U.8.$377
million.

Of this export total, coffee beans made
up only about 31 per cent, compared
with 50 per cent in some recent years.
Coffee is, in fact, a rather difficult
prohlem in Brazil. It has declined some-
what in importance but it is still the
largest foreign exchange earner, far
ahead of iron ore and cotton. 1t seems
only a short time ago that Brazilians
were burning coffee; today the pro-
blem is not a surplus but a shortage.
From 1962 to 1968 over 1.7 billion
coffee trees were destroyed, with the
aim of eliminating over-production

and switching inefficient coffee plant-
ations to other crops. The crop year
1965 66 was the last to produce a
surplus. Both the 66 67 and 67 68
crops were affected by dry weather
and coffee stocks were run down to
supply foreign and domestic markets.

In July 1969 below freezing weather
hit the states of Parana and Sac Paulo,
the most fertile coffee-producing areas.
This affected 68 69 production which
is estimated at only 17 million bags
(of 60 kilos each) compared with an
expected consumption of 27.8 million.
More seriously, the frost has damaged
many trees so severely that harvests
will be down for the next three years.
In response to this, world coffee prices
have risen to new highs (to the benefit
of other coffee exporters) while Brazil
attempts to restore its production.

In general, the foundations have been
laid for continuing economic develop-
ment in Brazil. Though the problems
of the coffee industry may mean a
brief pause, this is a rapidly growing
market for Canadian exporters, par-
ticularly of capital goods.

Much of Brazil’s industrial develop-
ment has been carried out with gov-
ernment capital assistance or tax ex-
emptions, All such industries have
their imports controlled by the “Law
of National Similars”. Briefly this
means that a firm or government or-
ganization cannot import anything
similar to a product made in Brazil.

A similar product is described at length
in Brazilian law, but it means basic-
ally that a Canadian firm can only

get the business if the landed price

of the Canadian item is 15 per cent
below that of a similar locally made pro-
duct, or delivery time is crucial and the
local firm cannot match the Canadian
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This is a rather unusual view of downtown Rio de Janeiro, with its mosaic pavements and its traffic-crowded streets. Rio and
its competitor, Sao Paulo, are the two Brazilian cities through which pass most of the country's imports and exporis.

delivery date, or the Canadian product
can be clearly shown to be substanti-
ally superior to the domestically pro-
duced one for the specific application
for which it 1s intended. The Law of
National Similars gives more favor-
able treatment to goods for which
more than 15 years' financing is of-
fered by partially freeing the import
of such commodities from control by
the Customs Policy Council and in
some cases allowing exemption from
duty. In brief, selling industrial equip-
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ment in Brazil means sharpening pen-
cils as fine as possible and concentrat-
ing the sales effort on lines which are
etther not produced in Brazil or in
which Canadian producers have de-
monstrable superiority

Some Canadian companies have already
found opportunities by a detailed study
of Brazilian industrialization. Turbine
engines made in Montreal are used

in a new light aircraft made by the

big state-owned aircraft plant. A Cana-

dian manufacturer of meters has re-
cently won a contract from one of
the electricity authorities, even though
some of the world’s largest electrical
firms, such as Brown Boveri and
Siemens, have subsidiaries operating
in Brazil.

Canada and Brazil have a long-estab-
lished trade in raw materials. Cana-
dians sales of non-ferrous metals and
asbestos will continue to increase with
the needs of Brazilian industry as long

FOREIGN TRADE



as Canadian firms keep up their con
tacts. Aluminum continues to be 1m-
ported for processing but local alum-
inum production is growing. Brazil

is a large importer of sulphur because
its oil and gas finds have not contained
much of this element. There may be
possibilities for sulphur sales in the
short run but considerable investments
ar¢ planned to reduce dependence on
imported sulphur over the next decade

Consumption of fertilizer is increasing
and farmers now receive assistance
from the Government to improve farm
land. There is a potential market for
Canadian exporters of bulk chemicals
for local fertilizer plants, as much of
the nitrogen and potash fertilizer must
be imported by processors. Local
production of plastics, synthetic resins,
chemical fibers and synthetic rubber
reduces potential sales somewhat, but
there are still opportunitics in the
construction, paint, metal and other
industries.

Brazil's forest industry is undergoing
rapid expansion, with government
incentives. Canadian experience in
mechanized logging could be applied
here. Brazilian sawmills require con-
solidation and modernization, pro-
viding an opportunity for equipment
suppliers. The pulp and paper industry
is also expanding but Black Clawson
and Voigt both have manufacturing
plants in Brazil. Exporters of equip-
ment for pulp and paper mills will
have to look for the gaps in local
production to take advantage of new
projects.

Development of mining and metal-
lurgy similarly offers scope for new
sales. A new program has been an-
nounced to encourage mineral explo-
ration and this suggests sales of drilling
and prospecting equipment. Brazilian
iron ore deposits are sufficient to kecp
the local steel mills operating for 2,000
years at present rates of consumption.
Concentrating and pelletizing plants
arc being built and steel mills are be-
ing expanded.

Canadian materials handling equip-
ment has found a market in Brazilian
mineral plants and other applications
are possible in ports with the devel-
opment of containerization. In the
specialized field of grain storage and
handling, the Brazilian transportation
authorities might find Canadian ex-
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pertise and equipment useful in coping
with the increasing wheat crops. Other
projects 1n the transportation field of
interest to Canadian exporters include
the new international airport to be
built in Rio de Janeiro, the subway
systems for Sao Paulo and Rio de
Janeiro, and the possibility of a high-
speed rail ink between the two cities.

Canadian medical and scientific equip-
ment 15 of interest in Brazil and so
are systems for educational television.
A recent vis t by a Canadian oceano-
graphic ship has brought Canada to
the attention of the naval authorities
as a source of supply.

For the Canadian producer of consumer
goods, such as packaged food or cloth-

ing, selling in Brazil may prove difficult.

Braazilian consumers do purchase some
imported goods but these are usually
luxuries. Perfume or whisky of inter-
nationally known brands are sold but
for other products the Brazilian buyer
contents himself with locally made
goods. Clothing, textiles, food prod-
ucts and household goods are subject
to a special tanff surcharge which
raises the duty by 100 percentage
points ad valorem. This special sur-
charge, introduced in December 1968
to reduce the outflow of foreign ex-
change for luxury goods, will remain
in effect until the end of 1971.

Although the Brazilian national debt
is one of the highest in the world at
over $4 billion, long-term external
loans continue to be offered. There

is also some grant aid, such as the
U.$.5170 million allocated to Brazil
by the United States Agency for In-
ternational Development. Other funds
have been provided on commercial
terms. The British have been partic-
ularly active in Brazil in the last year
and a half, providing financing to a
total of some U.S.$74 million to build
a bridge to connect Rio de Janeiro
with the neighboring city of Niteroi
and loans for ships for the Navy and
the merchant marine. In one impres-
sive contract, the British established

a line of credit for some U.5.$80 mil-
lion for Petrobras, the Brazilian petro-
leum monopoly, to purchase British
goods, and loaned the company some
1J.§.$25 million for local costs as-
sociated with the purchases. Other
contracts have been signed with the
Germans and the French have offered
30 million francs in financing for the

purchase of French machinery. Canada
has granted loans for aircraft, aﬁport
studies, and mining equipment.

Projects involving multilateral financ-
ing offer good prospects for sales of
Canadian goods. World Bank projects
include the Marimbondo hydroelectric
plant, improvements to the Sao Paulo
water and sewerage systems, and the
development of iron ore mining by
Mineiras Brasileiras Reunidas.

The Inter-American Development
Bank has offered industrial credits

for allocation through the North East-
ern States Development Authority
and the Brazilian National Develop-
ment Bank. Funds have also been set
aside for a hydroelectric plant on the
Sao Francisco River and for the de-
velopment of small industry in the
fields of livestock and forestry. Cana-
dian firms will be involved in the
Belem thermal electric project which
is financed by Canadian funds through
the IADB.

The United Nations Development
Program has begun to conduct studies
on very high frequency radio links
between Brazilian and other Latin
American airports. When the study

is finished, there will be possibilities
for the sale of Canadian equipment.

Canadian firms would be well advised
to consult with their bankers, the Ex-
port Development Corporation and
other sources of financing to which
they have access before beginning
negotiations with Brazilian buyers.
Though good financial terms will not
sell a poor product, inadequate prep-
aration of a financial proposal could
mean losing a potential sale to a com-
petitor.

Brazil can be a rewarding market, as

a number of Canadian firms can testify.
But it is a market that must be ap-
proached by concentrating on those
product lines which complement local
industrial production. The Trade
Commissioners in Rio de Janeiro and
Sao Paulo will be pleased to help ex-
porters in locating those areas in which
Canadian products have the best mar-
ket potential. If your firm produces
any of the commodities mentioned

in this report, you are urged to con-
tact either the Rio de Janeiro or Sao
Paulo offices.
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Chile

The Government has been urged to invest more in the industrial sector, a major area
of Canada’s exports to Chile. The forest industry and the forecast rise in
consumer spending should also provide opportunities for Canadians.

C. D. MILLER
Commercial Secretary, Santiago

Chile begins the decade of the seven-
ties with a Presidential election. The
vote is scheduled for September and
its great importance overshadows day-
to-day commercial and industrial
developments in 1970 and beyond.
The President is elected for a six-year
term and he cannot have two succes-
sive terms. The incumbent President
18 a Christian Democrat. Therefore

in 1970 the voter must decide whether
to renew the mandate for the presi-
dency of the Christian Democratic
Party, or vote for a new candidate or
in favor of a left-wing or center-right
leader. The economic consequences

of the outcome are far-reaching, af-
fecting such vital issues as nationaliza-
tion, budget philosophy, inflation and
import substitution. This article limits
itself to the existing economic situa-
tion and immediate business prospects
but whatever the changes that may
come as a result of the presidential
election, we feel that Canadian busi-
nessmen may plan with reasonable
assurance on continuing opportunities
for development of trade with Chile.

A few basic facts about the Chilean
economy should help the Canadian
exporter interpret recent trends. The
Chilean GNP is about 36 billion,
which gives its population of 10 mil-
lion a per capita income approximate-
ly one-seventh of the Canadian figure.
The Government’s 1970 budget will
total about 32 billion, or 30 to 35

per cent of the GNP making the
budget a highly influential economic
factor in Chile. Foreign merchandise
trade makes up about 35 per cent of
the GNP, a percentage close to the
Canadian one. Chile’s main export
earner {70 per cent) 1s copper. Four-
fifths of its imports consist of manu-
factured goods, but only 10 per cent
of 1ts exports. Eighty per cent of the
country’s machinery and equipment
needs are provided by its trading part-
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ners. The major exports after copper
are pulp and paper, metallurgical
products, tinned foodstuffs and wine.

The Chilean Government faces 1970
with a considerable increase in ex-
penditures over last year. There are
two main reasons for the increase.
First, the Government recently decreed
that all government salaries and wages
would be raised, effective January 1,
1970, to the full extent of the 1969
inflation, 29.3 per cent. Because the
Government is the major employer,
this decree has a direct influence on
the size of the budget. Second, salaries
of the armed forces were recently in-
creased and the back pay alone is
worth $50 million.

All this leads one to expect a con-
tinuation of the recent infiation levels
and 30 per cent infiation this year looks
probable a rate Chileans do not wel-
come but have learned to live with.

This year should be a good one for
Chile’s foreign trade. Exports shouid
rise 6 to 7 per cent to $1.1 billion and
imports hold almost steady at $960
miltion. This should result in the largest
merchandise trade surplus since 1967,

Two additional factors augur well for
Chile’s prosperity in 1970. Industrial
sales in 1969 were up 5 per cent over
the previous year and although there
will be a little slackening before the
election, the 1970 results should show
further improvement. Of equal im-
portance to the Canadian exporter is
the forecast rise in consumer purchasing
power. This development will lead to
greater demand for consumer goods
which, coupled with Chile’s recent
relaxation of trade controls, should
offer Canadian exporters greater op-
portunity in this field. Under the
Chilean trade liberalization program
for 1970 virtually all goods, except

luxuries, have been added to the “List
of Permitied Imports”™.

Another definite plus in Chile’s eco-
nomic picture in 1970 is the copper
industry, which should produce £30,000
tons, well above the 1969 total of about
700,000 tons. If the international price
on this commodity remains at or near
its present high level, the foreign ex-
change earnings will rise appreciably.

A final indicator of note is that QOde-
plan, the National Planning Agency,
had said that the former high invest-
ment levels in mining and agriculture
have been disproportionate, consider-
ing the total development of the coun-
try. Odeplan suggests that Chile should
strive for more balanced growth by
means of placing more investment in
industrial endeavors. This is good
news for Canadian exporters, because
a large portion of our sales to Chile
consists of industrial processed mate-
rials and machinery and equipment
used by Chilean industry.

ENTEL, the Chilean Telecommunica-
tions entity, recently awarded a 32
million contract to Northern Electric
for the construction of a microwave
system between the cities of Temuco
and Puerto Montt. The financing of
the project was provided by a Cana-
dian International Development Agency
loan, through the Inter-American De-
velopment Bank. This contract has
given Canada an excellent opportunity
to display its considerable abilities

in the telecommunications field and
represents the first big step towards

a mutually rewarding relationship for
both Canada and Chile.

There is another sector to which the
Santiago office is devoting a consider-
able amount of its time the forest
industry, The Chilean forest industry
produces $150 million gross annually,
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with pulp and paper accounting for
two-thirds and sawn lumber about
one-quarter of the total value. Chile
is a natural for forest products. The
abundant rainfall, proximity to the
coast, and the presence of the rapid

growth nsignis pine all point to a
low-cost industry. Sawn lumber and
pulp and paper production should
double by 1980. The implications for
Canadian exporters of sawmill, logging,
pulp and paper machinery and consul-
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tancy are obvious. Qur sales to the forest
industry are already in the neighbor-
hood of $1 million a year. Some well-
directed efforts by existing and new
exporters should enable us to double
that figure by 1972,

F

Valparaiso is Chile’s chief port and second city, with a population of abour 500,000. Most of the business contacts thar a busi-
nessman needs can be made in Santiago, the capital. No visit 1o Chile, however, would be complete withour a trip io the sea-
coast, including Valparaiso with its palm trees and boulevards and the well-known ocean-side resort of Vina del Mar.
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Colombia

Projects under Four Year Development Plan open way for sales of capital equipment and
engineering services. Competent local agent and long-term financing are essential.

JAMES A. ELLIOTT
Commercial Secretary, Bogota

“Progress and stability’’ seems to be
the motto of Colombia’s present gov-
ernment and is almost certain to be
adopted by the new Administration
which will be elected and take office
this year. Under the unique Colom-
bian constitution, the party in power
changes every four years and 1970 is
one of the years. Fortunately Colombia
enjoys a strong democratic tradition
and the change in administration should
involve no turmoil and little change

in policies.

The policies of the Lleras regime have
been successful in promoting eco-
nomic development while avoiding run-
away inflation. The industrial production
costs are among the lowest in Latin

America; so is the inflation rate. The
real growth in the gross national prod-
uct in 1969 was probably about 6

per cent.

About the only serious clouds on the
horizon are a reappearance of limited
gueril,a activity in the countryside

and some strikes in the cities, Neither
of these present a serious or immediate
threat. In fact, the labor trouble is al-
most a testimonial to the Government’s
success in combatting inflation by
holding down both prices and wages,
thus making Colombian products more
competitive internationally.

This fight against inflation has led to
very tight credit and a high interest

rate (delinquent taxpayers pay interest
at 24 per cent per month). This means
that Colombian industry, as well as

the Government, prefers to borrow
abroad rather than on the local market,
where money is scarce and expensive.

The largest single contribution to
Colombia’s economic progress in 1969
was tbe rapid rise in international coffee
prices. Coffee is still the most impor-
tant export and the rise in prices helped
to ease the foreign exchange situation
and to provide an inflationary push

as the larger coffee revenues found
their way into the hands of the coffee
producers. This situation is likely to
continue as long as coffee prices re-
main high.

A downtown sireet, Avenida Jiminez de Quesada, in Bogora, the capital city of Colombia. Bogota has a population of more than
a million. Note the traditional Spanish architecture on the right, contrasting with the modern business blocks on the left.
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Petroleum is Colombia’s other major
export, Production and exports rose
in 1969 and a further increase is fore-
cast. New fields are being exploited
inland from the Pacific, near the Ecua-
dorian border. A new 60,000-barrels-
per-day pipeline has been completed
to link these new fields with Tumaco,
a Pacific Coast port, so that the petro-
leumn can be exported profitably.

Colombia’s other and so-called minor
exports increased by 13 per cent in
1969 to about U.S.$220 million and

a further increase is forecast for 1970,
These minor exports include agricul-
tural products such as cattle, sugar,
cotton and rice, and a growing range
of manufactured goods, led by cotton
textiles and footwear.

In 1969 Colombia’s imports increased,
even though they were tightly controlled.
With a continued rise in export earn-
ings, there should be a marked im-
port increase in 1970, although no
radical departure is expected from

the present policy of issuing import
licences only for capital equipment,
industrial raw materials, and some
spare parts and semi-manufactures

In addition to obtaining an import
licence, Colombian importers must pay
prior deposits and high duties before
goods can be imported into the coun-
try. Certain imports from Colombia’s
LAFTA partners generally require

no prior deposit and pay duty at a
reduced rate. These restrictions limit
the market for a few Canadian goods
but the rapid industrialization has
opened up enough possibilities for
Colombia 10 remain a very interesting
market for certain types of capital
equipment and parts, industrial raw
materials and components.

Capital equipment, both for govern-
ment-sponsored infrastructure projects
and for private industrial expansion,
offers us the greatest opportunity for
expanding our sales to this market,
But here a new factor enters into the
competitive picture financing. In
addition to the standard criteria of
price, quality and delivery, the Cana-
dian exporter must offer financing
terms comparable to those offered by
the competition if he is seriously in-
terested in selling capital equipment.
Many countries either offer aid to
Colombia or are willing to accept
Colombian products in payment.
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Canada, in addition to some direct

aid and financing assistance, con-
tributes to various international organ-
izations such as the World Bank and
Canadians are eligible to bid on the

projects that these organizations finance.

A wide range of government infra-
structure projects including power
generation and transmission facilities,
highways and schools, and a large
number of government-backed in-
dustrial and agricultural projects
receive foreign financing and provide
attractive market possibilities for
Canadians.

Colombia’s Four Year Development
Plan lists the projects to he under-
taken in the period 1969-72 by sector
and by priority. Agriculture is to
receive half of the $5 billion budgeted
for the period. Transportation will
receive about 15 per cent and the
development of energy resources
{mainly hydroelectric) 10 per cent.
The remainder is divided among
education, health and {a subject
familiar to Canadijans) regional
development.

These priorities accurately reflect the
problem Colombia faces low agri-
cultural income and a consequent
flight to city slums, bad health con-
ditions and a high birth rate, regional
disparities and even isolation as a
result of the mountainous terrain,
and the need to provide a framework
in which economic growth is possible.
The per capita gross national income
probably amounted to about $300
last year, but this figure is rather
meaningless in a country with great
income disparities between regions
and social classes. The importance

of the figure is the fact that it is rising.

Our best trading prospects are tied
into the development plan and include
three classes of goods and services:
engineering services, capital equip-
ment for large-scale government proj-
ects, and machinery for private in-
dustry. Among the areas where our
capabilities seem to fit the Colombian
Government’s priorities are electrical
power generation and transmission,
forestry and the forest products in-
dustry, mining and mineral surveying,
transportation, communications, and
agricultural improvement,

All of these areas require a similar
sales approach. The first step is to

determine whether or not there are
any projects, either governmenf or
private, where your product will be
needed, If so, the next two steps can
be taken together the appointment
of a local representative and an in-
vestigation into the financing methods
open to you and to your competition.

A local representative is a necessity
for a variety of reasons. The Colom-
bian Government insists that all its
projects have as high a Colombian
content as possible, both to conserve
foreign exchange and to encourage
local industry. A local representative
can help you find Colombian sources
of supply and for engineering services
can often collaborate with you in some
form of joint venture. A local agent
can also give you advance notice of
upcoming projects before tenders are
called. Tenders are open for such a
short time that it is impossible to
submit a bid if you wait for the ten-
der call to start your calculations.
And the Colombian Government
requires that many tenders be sub-
mitted by a Colombian firm that is,
by your agent.

Financing is the key. If the project

is to be financed by an international
organization which Canada supports,
you should be eligible to submit a bid
which will be judged on price, qQuality,
delivery and, possibly, Colombian
content. If no financing is provided

by international organizations, it is

up to you to arrange it. A visit to
your bank and to the Export Develop-
ment Corporation in Ottawa will show
you what is available from these
sources. Your local representative in
Colombia may be able to give you
some idea of what the Colombian
Government will require and perhaps
what the competition has offered in
recent bids in the same line, Together
you can prepare a package and sub-
mit it when tenders are called. Virtually
all the Colombian Government’s pur-
chases are by tender which may be
worldwide (when the Government
uses its own funds or asks the pro-
spective suppliers to arrange credit)

or may be restricted to donor coun-
tries when foreign aid is involved.
When Canadian Government funds
are provided either directly or through
the Inter-American Development
Bank soft loans arrangement, only
tenders from Canada are accepted.



Proposals for private industry and
agriculture invoive the same process
except that international financing

15 less likely to be involved and pur-
chasing may not be by tender. Colom-
bian Government agencies occasionally
award contracts for feasibility studies
without going to tender.

Apart from this sort of development
project, our sales prospects are limited
to raw materials, spare parts and semi-
manufactures for Colombian industry.
Most of the Canadian raw materials
(including newsprint) producers are
already well established here and we

- Fm.

have directed our efforts more to main-
taining our position than to introducing
new producers. For a few items—such
as aluminum ingots, newsprint and

zinc we are facing competition from
Colombia’s LAFTA partners which are
accorded preferential tar ff treatment
and exemption from the prior deposit
requirements.

These products cail for different mar-
keting practices from those required
for the capital goods sector. But here
again, a good local representative is a
necessity, mainly because you will
probably be dealing with several small

customers and must remain in confact
with each of them. Good agents are
hard to find but the Commercial
Division of the Embassy in Bogota is
ready to help you by providing names
of those who may wish to represent
you in this particular market.

Please contact us outlining your prod-
uct line or, for engineers, professional
experience. If your product has any
chance in this market we will work
with you, help you to find a good local
representative, and show you how
your product fits in with Colombia’s
development needs.

¥

Almost lost among mature coffee bushes, these workers are harvesting what is still Colombia’s most important export commo-
dity. Last year Canada boughi nearly $7.2 million worth of coffee beans from Colombia, our second largest supplier.
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Ecuador

Short-term problems include foreign exchange shortage, smaller banana crop.
Long-term outlook is brighter, with oilfields coming into production.

JAMES A. ELLIOTT
Commercial Secretary, Bogota.

Ecuador is in the position of a man
waiting for an inheritance: it has ex-
cellent prospects but little ready cash.
It suffers from periodic shortages of
foreign exchange but has prospects of
large oil revenues within the next five
years. The foreign exchange reserves
hit a low of $12 million at the end of

June 1969 and even this figure consisted

mainly of Eastern European credits not
freely convertible. The oil companies
holding concessions in Ecuador were
persuaded to give the Government an
$11 million advance on future royalty
payments to provide a little breathing
space. In spite of recurrent difficulties,
the country has a good reputation for
paying its foreign debts.

Ecuador bas traditionally depended on
bananas for the bulk of its foreign ex-
change earnings. In the last few years
adverse weather has reduced the crop
and consumer preference in North
America has switched away from the
Gros Michel variety which Ecuador
grows. These marketing difficulties
have led the country to favor import-
ing only from its better customers in
an attempt to balance its trade with
each of its trading partners separately.
Canada suffers under this policy be-
cause most of our banana purchases
are from brokers in the United States
and are not given in the Ecuadorian
statistics as exports to Canada.

This preoccupation with bilateral trade
balances has also led Ecuador to sign
barter agreements, mainly with Eastern
European Governments. One of these
of particular interest to Canadians
provided for an exchange of Ecuado-
rian bananas for Bulgarian wheat.

Another factor contributing to Ecua-
dot's financial difficulties is the deep
divisions within the Government
between the President who tends to
financial conservatism, the free-spend-
ing Congress, and the plethora of au-

MARCH 28, 1970

W mwm mmm maw w
- =

-

Nestling under a ridge of hills is the city of Quito. Traditionally dependent on b
exports, Ecuador is on the edge of an oil boom that should increase its earnings
spectacularly within five years. It also has untapped mineral resources.

tonomous boards and agencies which
operate almost entirely free from go-
vernment control and play a very im-
portant role in Ecuador’s economy.

Ecuador’s long-run future is anytbing
but bleak. The Texaco-Gulf consorti-
um has found very large oil reserves

and is building a pipeline to carry
petroleum to the coast for export.
Until this pipeline is built, arrange
ments are being considered for the
temporary use of the parallel pipeline
across the border in Colombia. The
Ecuadorian Government is counting
on the oil revenues to finance its deve-
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lopment plans and 1s even trying to
defer payment for current imports
until the oil revenues start coming in.

To encourage postponed payment, a
sliding scale has been established for
the prior deposit system, varying with
the credit terms offered by the supplier
and the level of the foreign exchange
reserves. Thus the importer’s deposit is
lower if his supplier grants him longer-
term credit, or if the exchange re
serves rise. This has led to an under-
standable demand for longer term (six
months to two years) credut by Ecua-
dorian importers.

Ecuador has been a small but steady
customer for a large number of Cana-
dian products for many years. Wheat,
newsprint and asbestos have been our
main exports, which totalled about
$3.5 million in 1968 and will be some-
what below that figure in 1969. In ad-
dition to the three staples, we sell the
Ecuadorians a wide range of consumer
and capital goods, including telecom-

munications eguipment, drugs, fine
papers, agricultural and industrial ma
chinery and spare parts. Engineering
services do not appear in the statistics
but are an important part of our trade.

Canadian trade prospects in Ecuador
can be summed up as “much as usual”.
Although the foreign exchange situation
is worse there than in certain other
Latin American countries, the Ecua-
dorians have not been able to prohibit
consumer goods imports because they
do not have enough domestic industry
to provide for their needs. Thus it of-
fers a small market even for consumer
goods.

Undoubtedly this will be a wealthy
country in five or six years’ time when
the oil starts flowing. The time is ripe
to establish your firm in this market,
so that it will be on the spot when
demand increases. Ecuador also needs
to purchase abroad capital equipment
and engineering services for its deve-
lopment plans, but has not been en-

tirely successful in arranging foreign
financing. International agencies are
financing studies for new fishing ports
and a much-needed multi-faceted pro-
ject to improve the quality of rural life
in the Andes. There are undeveloped
hydroelectric resources, some forests,
and big untapped mineral deposits.
The Ecuadorian Government would
undoubtedly be interested in projects
in these fields, as well as in agricultu
and fisheries, where a base for future
growth has already been established.

Several Canadian engineering firms
already have contracts in Ecuador a
prospects are good for others. For
engineering services and even more
for capital equipment generous finan-
cing terms are a must. Direct invest-
ment in Ecuador, particularly in the
forest products field, also offers in-
teresting possibilities for Canadian
firms and should be considered by
anyone seriously interested in enterin
this market.

Ecuador is one of the less developed members of the Andean Group, and the biggest percentage of the population is engaged in
agriculture. High up on the Andes, at 12,000 feet, it is too bleak and cold for most crops, but sheep and lamas do well.
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Paraguay

Agriculture remains economic mainstay, but imports are increasing.
And there should be opportunities for Canadians in tourism.

S. E. KIDD

Assistant Commercial Secretary (Agriculiure), Buenos Aires

\

The Rio Acaray hydroelectric plant in Paraguay now serves most of the couniry and may contribute 1o regional integration of
electric power services with areas of Argentina and Brazil. The project was partly financed by a World Bank loan.

The Republic of Paraguay, located in
the heart of sub-tropical South Amer-
ica, has a per capita income estimated
to be only about U.S. $250 annually,
Although transportation facilities are
improving, Paraguay is 350 miles from
the sea and its links with foreign mar-
kets are poor. Budget deficits are
becoming the rule and chronic trade
deficits are balanced only by the inflow
of foreign capital. Nevertheless, the
program of investment in infrastructure
facilities in recent years is beginning

to have an impact on the economy and
moderate progress can be expected.

The value of Paraguay’s monetary
unit, the guarani, has been maintained
at G126 to the U.S. dollar for ten
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years and, according to an announce-
ment in December after a visit by
IMF officials, there will be no deval-
uation. The fiscal situation is not
bright, however. Government spending
in 1969 is estimated to have been
(G9,944 million and the deficit G487
million, The budget proposals for
1970 cail for expenditure of G10,429
million and a deficit of G443 million,
There have now been deficits for
several years in succession and it is
becoming increasingly evident that
reform of the ineffective tax system

is required.

In recent years, there has been a sharp
rise in imports and a fall in exports
despite government measures to restrict

imports, Preliminary figures for 1969
show exports of U.S.$50.5 million
compared with imports valued at U.S,
$70.6 million. The deficit in the trade
account is balanced to a considerable
extent by the inflow of foreign capital,
much of it in the form of long-term,
low interest loans, but financing the
foreign debt is becoming a problem.
In 1969, the gold and foreign exchange
holdings of the banking system regis-
tered an estimated net loss of U.5.54.6
million.

Paraguay’s main imports during 1969
were transportation equipment and
accessories, machinery, apparatus and
motors, beverages and tobacco (mainly
for re-export), foodstuffs (mainly
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wheat) and fuel oils and lubricants.
Paraguayan exports in 1969 were hurt
by declining meat sales, the main
earner of foreign exchange, but log
and timber exports increased.

Agriculture continues to be the main-
stay of the economy. More than half
of the Paraguayan labor force is
employed in agriculture and forestry.
The vast areas of natural grassland
support an estimated six million head
of cattle, and meat and meat products
are Paraguay’s main export. However,
in 1969 livestock and meat exports
were considerably lower for the second
year in a row because of depressed
prices in the international market.
The slaughter of cattle in 1969 will
probably be down 30,000 or 40,000

to 130,000 or 140,000 head.

The Government’s program to achieve
self-sufficiency in wheat production is
progressing well and the wheat crop
for 1969 may reach 50,000 tons. A
crop of this size would permit large
savings in foreign exchange because
wheat imports have been the major
drain on Paraguay’s foreign exchange
reserves. Last year’s crops have, in
general, been good, with larger produc-
tion of rice, sugar, tobacco and cotton.

The World Bank has granted a loan
of U.S. $8.6 million to the Banco
Nacional de Fomento of Paraguay
for the third phase of the program to
increase beef production in Paraguay
through the granting of credits to
ranchers for basic improvements,
mainly fencing, corrals and water
facilities.

In 1968, the Government imposed
restrictions on log exports. This
measure has been successful in stimu-
lating the production and export of
sawn lumber and other semi-processed
forest products.

A port expansion program is under way
in Asuncion and the river fleet has

been expanded. The country’s main
link with export markets is still the
Paraguay River but its flow is irregular
and navigation is often interrupted.

A joint Argentine-Paraguayan com-
mittee on navigation on the Paraguay
River was established during 1969.
Another export link is an all-weather
road recently completed between
Asuncion and the free port of Para-
nagua on the Brazilian coast. A com-
pany has been established to carry
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goods between these points. The
development of this new link should
provide continuity in the movement
of goods to and from Paraguay.

A long-term 1ADB loan of U.S. $26.4
million for the construction of the
Trans-Chaco highway between Villa
Hayes and Filadelfia, a distance of
265 miles, has now been approved.
The opening of an all-weather road
into the heart of the Chaco should do
much to promote the development of
the potentially rich agricultural re-
sources of this virgin territory which
makes up more than half the total
area of Paraguay.

A total $1.6 million, $1 million
provided by the United Nations and
the rest by the Paraguayan Govern-
ment, is being spent on a search for
drinking water resources in the central
and northwestern Chaco. The lack

of ground water reserves has been a
major factor inhibiting the develop-
ment of this region. Construction of
water catch-basins may be a viable
alternative if sufficient supplies of
fresh water are not found in the Chaco.

The establishment of communication
networks are the major concern of the
Paraguayan Government and a West
German firm recently granted a long-
term loan of DM20 million to finance
the provision of communication net-
works in 150 towns in the interior.
Attention is also being given to the
modernization of the Paraguayan
railway system.

In September 1969, the Consejo
Nacional de Coordinacion Economica

granted concessions to three companies,
including Phoenix Oil Co. of Canada,
for petroleum exploration in the Chaco.

In the industrial sector, the first stage
of the national cement plant began
operations in late 1969. When the
plant is completed, production is
expected to reach 60,000 tons, of which
20,000 tons will be for export. A new
textile mill was opened during 1969
with a production capacity of 200,000
meters a month of cotton and synthe-
tic fibers.

With the improvement of road links,
particularly with Argentina, tourism
has increased rapidly in recent years.
It is estimated that 68,000 tourists
visited Paraguay during 1968, com-
pared with 41,000 in 1967 and only
10,000 in 1960. Tourist facilities in
Asuncion and in other areas of Para-
guay are minimal and hotel construc-
tion and provision of other amenities
are being given priority. The IADB
has granted the Banco Nacional de
Fomento U.S5.$4 million for industrial
and tourist projects including hotel
construction, but this loan is not open
to Canadian procurement. The
Instituto Paraguayo de Bienestar
Social is planning an eight-storey
hotel in Asuncion for which tenders
are expected to be called shortly.

Although Paraguay has a population
of only 2.3 million and income is low,
imports are increasing. However, our
share of the market is small at present
and Canadian suppliers and investors
should not overlook the opportunities
for growth which exist, particularly in
agriculture and tourism.

Canada on L.A. Skyline

For generations to come there will be a
Canadian landmark on the Los Angeles
skyline—446,000 square feet of granite. It
will come from the quarries of Martineau
et Deschambault Quarries, Inc., of Mont-
real-Nord, Quebec. Canadian forest-green
granite is being used for the entire cur-
tain wall of the 52-storey Atlantic Rich-
field Plaza in downtown Los Angeles.
Finding enough matching granite to fill
the project’s needs was a challenge. In
fact, only five quarries in the world could

be considered because of the amount re-
quired. The Canadian quarry was chosen
because of the warmth of color, consist-
ency and generally superior qualily of

its granite. Another 115,000 square feet
from the same quarry will be used to pave
the horizontal surfaces of the project’s
mall and concourse. Altogether 16,000
concrele-backed granile slabs will be used.
The project, when it is finished in mid-
1971, will provide 2.5 million square feet
of leasable space.
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Peru

Recent government measures could help to open up markets for
Canadian exports to Peru, particularly in the joint venture field.

DEAN J. BROWNE
Assistant Commercial Secretary, Lima

The year 1969 was one of continued
economic recession which could have
been considerably worse if world pri-
ces for Peru’s traditional export com-
modities had not held up so well. Peru’s
foreign trade for the first seven months
of 1969 showed a surplus of U.S5.5164.3
million, with exports at U.$.5506
million and imports at U.5.3341.7
million. Exports were 1.7 per cent
higher than in the corresponding period
of 1968 and imports were down 11.8
per cent.

A serious drop in private capital in-
vestment coinciding with a restrictive
fiscal and monetary policy has severely
dampened internal demand in such key
economic Sectors as construction, ma-
nufacturing and retail sales, with re-
sulting high levels of unemployment,
Saving the day, however, was the brisk
export performance at unprecedented
price levels {(index at year-end was 27
per cent above 1968). Most of this
export trade windfall, however, will be
absorbed by persistent deficits on net
capital and services accounts,

The Government’s severe austerity
measures were successful in achieving
a significant degree of financial stabil-
ity. Deficit budgetary tendencies have
been reversed and fiscal accounts for
the past year are expected to show a
surplus. A mounting trade surplus
(influenced by high prices) has offset
the year’s heavy deficit on invisible
items (capital and non-trade services)
and this has enabled the Central Bank
to build up its net reserves. Anti-infla-
tionary measures are also taking effect
against internal price increases, sta-
bilizing the cost-of-living index.

Although tight credit continues and
foreign exchange is scarce, no changes
have been made in existing foreign
exchange regulations, “Certificate ex-
change” continues to be available for
approved imports.
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Workers on a Peruvian automobile assembly line. Recently promulgated legislation
aimed at rationalizing and controlling the automobile industry may affect Canada’s
trade with Peru. In 1969 Canada’s exports to that country reached 326.2 million.

Effective September 28, 1969, the list
of banned import items was extended by
132 additional articles covering clectri-
cal appliances, processed foodstuffs,
household furnishings, textiles, wearing
apparel, and certain chemicals. The
Government increasingly seems to be
using import prohibition as a major
pelicy tool to promote import substi-

tution and to conserve foreign exchange.

Intensive efforts are being made by the
Industrial Bank and the Ministries

of Finance, Industry and Agriculture
(in co-operation with Peruvian ship-
ping and airline companies) to increase
and diversify Peruvian exports, Special
financial incentives are being offered to
selected economic sectors and the Gov-
ernment is becoming more involved

in export marketing, The Foreign Min-
istry is co-operating by recruiting more
commercial officers for their diplomatic
missions in key foreign markets,

Recently, a special government agency,
EPSAP (Empresas Publicas de Servi-
cios Agropecuarios), was created for
centralized government procurement of
basic agricultural products. Apparently
it is felt that exclusive purchasing by
the Government of large-volume bulk
commodities can secure better credit
terms (with resulting foreign exchange
benefits) than direct purchasing in
small quantities by local importers.
Canada has already been successful in
negotiating a wheat contract with this
agency and there have been discussions
on powdered milk, frozen meats and
fertilizers.

Negotiations were completed with
Japan and ten European countries for
a rescheduling of foreign debt payments
during 1970 and 1971. This will reduce
required outlays during those years
from approximately U.S.83170 million
annually to about U.$.3120 million,
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WHAT CANADA SELLS TO PERU

1967 1968 1969 i1 mo
809,333 779,301 798,415
20,400 39,399 154,992
183,431 204,350 250,561
213,819 151,126 190,207
4,95 ,59 3,160,102

4,481,755

832,322 924,065 519,609
,194,904 2,927,581 2,280,589
38,70 99, 4 242,298
375,430 168,325 142,980

1967 1968 1969 11 mos
Total 32,343,704 22,230,749 21,992,812 Aluminum pigs, ingots,
of which shot slabs, etc.
Malt 999,984 1,041,258 429,213 Hoisting machinery
Wheat, except seed and parts n.e.s.
n.es. — 2,276,000 Rock drilling and re-
Man-made fibers and lated machmnery and
waste 1.e.s. 220,675 9,747 229,420 paf'ts .
Asbestos milled fibers, Mlnlr_lg-quarrymg
group 4 and § 532,076 331,791 259,555 machinery and parts
Wood pulp, bleached Passenger automobiles
sulphate paper grades 511,707 292,709 305,880  and chassis
Wood pulp, sulphate Sedans, new n.e.s_
unbleached paper Trucks and chassis,
grades 844,451 1,213,407 368,086 not over 6,000 Ib
Newsprint paper 2,461,365 2,608,250 3,410,322 Trucks and chassis
Industrial chemical commercial n.e s
specialties and ex- Parts and accessories
plosives 95,005 230,337 802,506 for motor vehicles
Sheet and strip steel Aarcraft engines and
n.e.s. 2,288,758 2,191,073 981,649 parts

Preparations were also made for a
similar re-scheduling for 1972, if nec-
essary. Peru had been hoping for a
more favorable arrangement but pres-
ent international financial conditions
made it an impossible project.

Of major significance was Peru’s deci-
sion to participate in the Andean Group,
with Bolivia, Colombia, Chile and
Ecuador, and the designation of Lima
as the site of the Secretariat. Recent
legislation has created a National In-
tegration Council (CONIT) and a Na-
tional Integration Office (ONIT) to be
in charge of affairs relating to Peru-
vian participation in Latin American
economic integration agreements. Peru
is hopeful of receiving substantial
benefits from its membership in the
Andean Group Agreement, mainly
from greatly increased industrialization.
The West German Bayer organization
has already begun construction of an
acrylic fiber plant to supply the entire
Andean area, and other projects are
under active consideration. FINEPI, a
government planning agency, has re-
cently been requested by ONIT to
undertake studies to determine sectoral
development possibilities in the country.

Underlying most of Peru’s economic
problems during the year was a lack

of foreign and local investment (in-
dustrial development is at a stalemate)
because of a lack of confidence in the
country. This situation, of course, arose
from the expropriation of the Interna-
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tional Petroleumn Company without
compensation and the resulting serious
deterioration 1n relations with the Uni-
ted States. It has been further aggra-
vated by a dispute over fishing rights
off the Peruvian coast and new nation
alistic tendencies evidenced during the
year notably the negotiated expro-
priation of the Peruvian Telephone
Company (an ITT subsidiary), certain
agrarian reform measures, plus antici-
pated reforms of fisheries, banking and
commercial institutions.

Recently promulgated legislation aimed
at rationalizing and controlling the
Peruvian automobile industry is of
particular significance to Canada since
its potential implications pose a serious
threat against almost one third or our
trade with the country.

Following signature of a contract worth
U.S.510 million with the Cia. Minera
de Madrigal for the exploitation of
claims in southern Peru, the Govern-
ment announced the signing in De-
cember of the long-heralded contract
with the Southern Peru Copper Corpo-
ration for the Cuajone project, which
stipulates an investment of some U.S.
$355 million over the next 6} years and
the doubling of the country’s copper
output. It was widely anticipated

that this contract would signal renewed
confidence in the country to be follow-
ed by many other increased investment
programs, but subsequent govern-
ment actions in other areas have tended

to negate any such effect, at least for
the time being. Nevertheless this, and
Peru’s success in renegotiating its for-
eign debt, could provide a definite
economic stimulus over the long term.

The United States and European coun-
tries have traditionally financed many
of the larger Peruvian infrastructure
projects under foreign aid programs.
Renewed activity is occurring in this
area and recent months have indicated
that East European countries are also
interested in considering projects. A
Soviet delegation has already visited
northern Peru to study the feasibility
of financing a major irrigation project,
and other possibilities are being re-
viewed.

To date, Canadian aid to Peru consists
of a soft loan made almost three years
ago to finance engineering studies. Due
to administrative and organizational
difficulties, these funds have not yet
been allocated to specific projects but
virtually all interested Canadian con-
sultants have now registered with
FINEPI (the recipient agency) for
participation in studies when selected.

The future is difficult to assess, but

the present Government’s policies and
programs are far reaching and could
conceivably lead to an economic surge,
particularly if relations with the United
States improve. A restoration of con-
fidence followed by increased invest-
ment in plant and infrastructure proj-
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ects would greatly increase the buying
power of the private sector, which has
dropped to low levels as a result of the
domestic economic recession. The
Government is assuming a growing role
in import export trade and relies pri-
marily on foreign credit to finance its
activities in these areas.

The long-term outlook for Canada seems
favorable except, possibly, in the auto-
motive area. Short-term trends are
uncertain. Sales opportunities in-
creasingly depend on the availability of
favorable medium and long-term fi-
nancing with government involvement
in an increasing proportion of business.
Import prohibitions plus Andean Pact
participation will virtually exclude
sales of Canadian consumer goods.
Demand could rise in areas of basic
raw materials, equipment, industrial
machinery and major government re-
quirements, depending on policy at the
time, With local incentive legislation
plus access to the entire Andean mar-
ket, direct investment, licensing and
joint venture considerations should
assume prime importance for Canadian
companies.

Exporters of bulk agricultural prod-
ucts should consider the Peruvian
Government as an important customer
but must be prepared to offer financing

There are four main areas that could
be of importance to Canada.

Raw Materials, Industrial Machinery,
Equipment With very low levels of
investment, this sector has offered
virtually no sales prospects for foreign
exporters during the past year. If in-
vestor confidence is eventually restored
and relations with the United States
improve, the pent-up demand and new
requirements of the Andean market
might create excellent sales opportunities
for goods such as plant machinery,
equipment, industrial chemicals, raw
materials and components.

Agriculture—Under Agrarian Reform
legislation, the Government has ex-
propriated nearly all large export
oriented estates in the country and,
although it is too early for definite
speculation, it is possible that steps
might be taken to modernize and mech-
anize existing installations. Sales
prospects for Canadian dairy, beef
and breeding cattle appear favorable
(financing is important), as are pos-
sibilities for sales of semen, swine and
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grains. Powdered milk is also imported
in increasing quantities,

Mining Immediate prospects exist

for supplying machinery and equipment
to new and expanding mining develop-
ments. Southern Peru Copper Cor-
poration, in particular, could have sub-
stantial requirements over the short
term. Much of the purchasing by
Peruvian-based mining operations is
handled by their U.S. parent companies
but, increasingly, local purchasing offi-
cers are being given greater authority
and it is wise to be effectively repre-
sented in the country.

Consulting Engineering With plans
for increased government spending on
infrastructure projects and the pos-
sibility of a surge in private invest-
ment, opportunities may arise for
Canadian consultants. Firms eventually
selected by FINEPI to participate in
the Canadian aid studies will have a
good opportunity to develop additional
business.

Special assistance was recently pro-
vided to Canadian exporters by Canada’s
participation in tbe biannual Pacific
International Trade Fair. It is too
early yet to assess the full impact of
our presence in this fair but it cer-
tainly enabled a number of potential
exporters to gain a first-hand im-
pression of market conditions and to
make valuable local contacts. Indica-
tions are that useful new business will
be developed.

The Department of Industry, Trade and
Commerce and the Trade Commission-
ers in Peru are pleased to provide
market data and assistance to Canadian
exporters. With varying government
policies and the as yet unknown im-
plications of the Andean Pact, Cana-
dian companies must adopt flexible
sales policies and adapt quickly to new
market situations if they are to main-
tain their competitive position. If eco-
nomic conditions improve, such ag-
gressive companies can hope for new
business and profits.

Industry Grows in South America

One of the largest wood-processing plants
in South Amelica will be installed during
the second quarter of this year at Taquari,
in the state of Rio Grande do Sul, Brazil.
Compantua Quimica Industrial de Lemin-
ados will sponsor the project, which calls
for production of laminated sheets, ply-
wood, fiber sheets, and agglomerates.
Part of the financing will be supplied by
Brazil’s National Economic Develop-
ment Bank. Output from the factory s
expected to supply the demands of the
Brazilian civil construction, furn lure and
home apphances induslries, and also
supply wood products for export In-
vestment s estimated at the equ valent of
Cdn.$6.2 million

Campo Boscan, an oilfield owned by the
Venezuelan Government, is to be fully
exploited at an estimated cost of §75
million. Current output tota s 25,000
barrels a day and wi | be stepped up 10
125,000 a day Eight wells are to be drilled
at the soulthwestern corner of the field

and a gas pipeline will be laid. Eventually
th field will supply the new pelrochemical
plants under construction at E Tablazo

State of Zulja. Canadian enterprises in-
terested in supplying technical assistance
or supplies for these projects should start
looking for suitable pariners for selting
up a consortium or for representing them
in Venezuela,

The first of four chemical plants to be
established by a joint venture by a Colom-
bian and a Venezuelan company will go
into operation in Barranquilla, Colombia,
this year, It will produce 50 1ons of capro-
lactam {a raw material for nylen), 600
tons of feriilizers, 226 1ons of nitric acid,
and 80 tons of sulphuric acid a day. The
enterprise is said to be one of the signs
of the growing regional co-ordinalion
within Latin America.

Last year Argentina turned out a record
number of automobiles and commercial
vehicles—153,047 automobiles and 65,540
commercial types. The leading producers
were Fiat (22.8 per cent), Ford (16.5),
IKA-Renault (15,5}, and General Motors
(13.7). followed by Peugeol, Chrysler and
Citroen, plus four smaller manufacturers,
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Uruguay

Government has made progress in controlling inflation; emphasized

promotion of export trade. Imports from Canada rose last year.

J. M. VINCENT

Assistant Commercial Secretary, Buenos Aires

The year 1969 was not an casy onec
for Uruguay. Nevertheless, it was one
in which the Government’s wage and
price freeze policy proved to be ef-
fective in controlling inflation, which
had reached 62 per cent in 1968 and
136 per cent in 1967. For the first nine
months of 1969, the cost of living rose
only slightly above 10 per cent, sig-
nifying that the over-all total will likely
be within the 20 per cent ceiling estab-
lished for price increases during the
year. As a result, the peso has remain-
ed stable at 250 pesos to the U.S.
dollar since April 1968. Government
efforts to stabilize the economy during
1969 were not helped by numerous
work stoppages (including a three-
month strike of bank clerks and a
four-month strike of meat packers)
nor by the British ban on Uruguayan
beef which became effective May 31.

Unrest among organized labor lessened

in the closing months of the year.

There are some serious econemic prob-
lems, however, which will have te be
resolved during tbe current year. The
freeze on prices, for example, has now
lasted for over a year and pressure
for relaxation on particular fronts is
building up. The results of the foreign
trade sector during 1969 will not pro-
vide any relief. According to provisi-

onal estimates issued by the Uruguayan

Central Bank, exports in 1969 in-
creased to U.S.5182 million from
U.S.3179 million in 1968. Imports,
however, increased by almost 17 per
cent to U.5.3188 mullion, resulting in
a deficit of U.8.36 million as opposed
to a trade surplus of UU.S.518 million
in 1968.

On another front, the President has
announced his intention to rationai-
ize the civil service. A massive slim-
ming operation is planned for the
bureaucracy which includes 10 per
cent of the country’s population of
2.5 million. Another 400,000 draw
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social security benefits. This move

to cut down the civil service, however
is a double-edged sword. The Presi-
dent must reduce it to decrease the
Government’s 1970 deficit, yet un-
employment is already high as the
credit squeeze depresses business.

Ly

This is a vital year for Uruguay. The
future tranquillity and wellbeing of
the country for a number of years to
come will depend to a large extent
on the Government’s success in at-
taining the objectives 1t has set itself.
As an election year, 1971 will not be

Montevideo’s Palacio Salvo deminates the Plaza Independencia and the main the-
roughfare, Calle 18 de julio. The Latin American Free Trade Association, with a
membership of eleven countries, has its headguarters in Montevideo.

Tow
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the best time to draw up and imple-
ment new plans, particularly the type
of harsh economic measures which are
called for in Uruguay. Unless the
Government can demonstrate the suc-
cess of its policies, opposition can-
didates will be advocating radically
different solutions.

Agriculture is of paramount importance
to the Uruguayan economy because it
provides over 80 per cent of export
income. Meat and wool each account
for approximately 30 per cent. The
weather was favorable throughout

the year and the wool clip, cattle
breeding and the harvest are all ex-
pected to be above average. Wool
exports have been down slightly over
the previous year because of the wool-
growers’ reluctance to sell at the pres-
ent depressed prices and their expec-
tation of higher prices in the new year.
In spite of two major obstacles—the
British ban on Uruguayan beef after
May 31 and the paralysis of the large
meat-packing plants for four months—
meat exports rose over 1968, itself a
year which brought a 50 per cent in-
crease. The diversification of markets
was the reason for the increase. Spain,
a traditional market, has now super-
seded Britain as the best customer

for Uruguayan beef, taking 30 per
cent of total exports. Greece bought
18 per cent, Czechoslovakia 14 and
West Germany 13, and Italy, Israel
and Peru give positive indications of
becoming good secondary markets.

Uruguay’s trade has consisted and will
likely continue to consist of the ex-
change of agricultural products for
secondary manufactures, despite recent
government efforts to expand exports
of non-traditional items. A Center
for the Promotion of Exports (CIPE)
was established during the year and
already a booklet describing export-
able products has been prepared for
distribution by overseas diplomatic
officials. The major products which
Uruguay imports include fuels and
lubricants, raw materials, vehicles and
parts, machinery and parts, building
materials, groceries, foodstuffs and
tobacco, and electrical equipment.

Its principal suppliers currently are
the United States, Brazil, West Ger
many, Argentina, Britain, Switzerland
and ltaly. Trade with the U.S.S.R.,
however, can be expected to expand

in future as a result of a commercial
agreement signed in December. This
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grants Uruguay a long-term credit of
U.S.$20 million for the purchase of
machinery and equipment of Soviet
origin. In return, Uruguay will export
traditional items and a fixed quantity
of manufactures like textiles and shoes.
Many of Uruguay’s future imports
will be influenced by similar special
trade agreements and long-term credits
from principal trading partners.

In the latter part of the year an IADB
mission visited Uruguay to evaluate
the possibility of providing financing
for the complete restructuring of the
meat-packing industry. Envisaged is
a U.5.$18 million program of which
the IADB would provide U.S.§10
million and the Uruguayan Govern-
ment the remainder. Uruguay’s Cen-
tral Bank has recently approved the
offer of the Italian Government to

CANADA’S TRADE WITH URUGUAY

Cdn. $'000
6 months
1967 1968 1969

What Canada Sells
Seed potatoes 628.9 459.5 112.9
Asbestos fibers 92.0 229.6 60.4
Newsprint
paper 691.6 400.7 292.6
Wood pulp 149.1 105.0 5.7
Plastic and
synthetic rub-
ber, not
shaped 101.9 53.0 33.4
Sheet and strip
steel, n.e.s. 146.5 172.2 96.9
Aluminum pigs
ingots sheet
slabs 702.8  599.0 292.6
Passenger
aulomobiles
and chassis 109.3  124.7 232.7
Other exports 330.2  233.5 108.5

Total exports 2,952.3 2,377.2 1,235.7

What Canada Buys

Corned beef 127.1  174.1 31.1
Wool 126.4 200.2 67.4
Woollen yarn

and fabrics 76.5 112.3 27.0
Other products

(mainly agri-

cultural) 71.3 45.9 19.3
Total imports 401.3 532.5 144.8

accord Uruguay a U.S.35 million loan
to pay for Italian machinery anl
equipment.

Another decree recently approved by
the President authorizes the State
Electrical and Telephone Corporation
(UTE) to enter into an agreement,
valued at U.5.$10 million, with a
Spanish trading company (SERCOBE)
for the exchange of Uruguayan meat
for Spanish electrical material.
SERCOBE will provide this credit

on a long-term basis, at 614 per cent
annual interest, for the acquisition of
equipment and material to modernize
the telephone service. 1t is also re-
ported that Spain is prepared to grant
a credit of U.S.$16 million to AFE,
the State Railways, to modernize the
railway system, in exchange for meat
shipments of equal value.

Germany is also active in Uruguay.
During 1969 a mission of German
technicians, representatives of con-
sulting firms, construction consortia
and financing officials visited the coun-
try to examine national development
projects and possible German partic-
ipation. There have also been poten-
tial investors sent out to study the
possibilities in the Uruguayan tourist
industry.

Canadian exports to Uruguay in 1969
increased by Cdn.$1 million to $3.4
million as against the 1968 total of
Cdn.$2.4 million, mainly because of
increased shipments of newsprint
paper, aluminum ingots, and passenger
automobiles and chassis. In the light
of continuing balance-of-payments
difficulties and the special financing
and barter-type arrangements being
made with major trading partners,
opportunities for Canadian exporters
outside the traditional products listed
in the attached table are limited. There
is a demand for capital goods but
unless favorable financing terms are
offered, there is little opportunity for
Canadian suppliers.

The Commercial Section of the Cana-
dian Embassy in Buenos Aires is now
responsible for Canadian trade pro-
motion in Uruguay and is ready to
provide detailed information on the
Uruguayan market for specific prod-
ucts and commodities. 1t can also
advise on the appointment of agents
and assist in other ways in introducing
Canadian products to this market.
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Venezuela

A challenging market area—but opportunities are there for Canadian exporters with initiative.

C. G. BULLIS
Commercial Counsellor, Caracas.

Measured by the standards of countries
Iess lavishly endowed with natural
resources than Venezuela, this country
of 10 million people did very well during
1969. The inflationary factor was 2 per
cent, modest in comparison with recent
North American experience. Foreign
exchange reserves increased (1968, 3876
million; 1969, $926 million), the bolivar
(4.5 U.S. $1.00) continued strong,
the economy remained stable, and the
GNP increased from Bs38 billion in
1968 to Bs39 billion in 1969.

Measured by potential, however, 1969
was not one of Venezuela’s better
years. President Caldera’s minority
COPEI Government {elected 1969) ex-
perienced considerable difficulty in
Congress with the legislative program.
In fact, it was not until the dying days
of December that approval was finally
won for a much watered-down version
of the budget. In 1969 also, the new
Government undertook studies to
reappraise most of the projects initi-
ated by the previous administration.
Though obviously necessary for sound
decision-making, the fact that so many
studies were in process at one time
meant that an element of uncertainty
was created in large sectors of the
economy that were dependent upon
major public projects. Business de-
cisions that hinged on the outcome of
these studies were naturally delayed
also, which further aggravated the
situation.

Probably the prime example of this
cumulative effect was the petroleum
industry, Venezuela’s principal earner
of foreign exchange. During the past
several months, the Government has
been involved in very difficult and pro-
tracted negotiations with major inter-
national oil companies over new service
contracts. These contracts, which will
determine the future and direction of
the Venezuelan oil industry for the next
few years, are of vital importance to
both the companies and the country.
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One of the aspects of modernity in Venezuela is El Pulpo, the main arterial highway.
1t not only distributes traffic from the east of Caracas, as in the above photograph,
but will serve as an integral fink with another proposed highway, La Arana.

According to present estimates, Vene-
zuela 1s now down to less than 12 years
of proven reserves there have been

no major discoveries during the past

10 years and it has become vital that
exploration activity be stimulated to
ensure long-term supplies at com-
petitive prices.

Considerable urgency was recently in-
troduced into the search for a solution
to the service contract negotiations
with the disclosure that during Nov-
ember Venezuela fell from first to
third place among the oil-exporting
nations of the world. While there is no
doubt that this country will remain
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number one for 1969 as a whole, the
trend during the last part of 1969 is
expected to continue into 1970, with
the result that Middle East producers,
such as Iran, Saudi Arabia and Libya,
will become the world’s leading export-
ers of oil.

Access to the high-cost North American
petroleum market is essential for the
prosperity of the Venezuelan petroleum
industry (which is a relatively high-cost
oil producer) and the recommendations
of the Schultz Commission currently
investigating the oil import policy of
the United States are, therefore, of
vital interest to this country. Regard-
less of the findings of this Commission,
Venezuela’s ability to service foreign
markets over the medium and long
term will depend on the extent to
which its petroleum policies succeed

in stimulating exploration and re-
plenishing its diminishing oil reserves.

Venezuela has made major strides to-
wards its avowed goal of self-suffi-
ciency in the agricultural sector. It is
recognized, of course, that this country
may never be able to produce many
of the agricultural commodities that

it consumes. Present policies, however,
are aimed at producing sufficiently
large surpluses in some agricultural
sectors to supplement shortages in
others, either through direct barter
arrangements or export earnings. At
the moment, the major stumbling
block is the high cost of local produce.
To overcome this problem, the Govern-
ment has instituted programs of fi-
nancial and technical assistance to
encourage the purchase of modern
implements, the upgrading of live-
stock and the construction of storage
facilities to ensure orderly marketing
of produce.

In addition to this undertaking aimed
at improving efficiency, the Govern-
ment also has major programs under
way, or under consideration, to in-
crease the total area under cultivation.
Most promising is the Delta Amacuro
project for the vast fertile delta of the
Orinoco River. Using modern equip-
ment and technology, this area appears
capable of supplying agricultural prod-
uce in large quantities at competitive
prices, and could well be the key to the
country’s long-range goal of self-
sufficiency in the agricultural sector.
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Spurred on by a generous system of
incentives and protection (through
high tariffs and or import licensing
systems) the secondary manufacturing
segment continued its rapid rate of
growth averaging 8 per cent per year
in recent years. This segment of the
Venezuelan economy, while initially
concentrated in the consumer goods
field, has now branched out into a
wide range of industrial products and
components. Local content laws, such
as those applicable to the automotive
industry, induce manufacturers to
either establish component manu-
facturing facilities themselves or licen-
sing arrangements.

The major portion of this industrial
expansion has been financed hy foreign
capital which, hy the way, is welcomed
in Venezuela. However, certain un-
official and informal ground rules are
beginning to emerge and should be
taken into consideration by the po-
tential investor:

1. Investment funds must be brought
in from abroad without using local
savings or loans;

2. Maximum use of national mana-
gerial and technical talent and their
participation in all company deci-
sions;

3. Foreign investment should not
compete in areas where national capital
is involved;

4. Repatriation of earnings should be
restricted with reinvestment of profits
to be strongly urged by the Govern-
ment.

To the above could also be added the
desirability of a partnership or joint
venture with nationals of the country.

At the present time, the Venezuelan
economy possesses all the ingredients
for a prosperous and rapidly expanding
economy during the coming 18 months.

Demand for Venezuelan oil should
continue to be adequate to meet the
country’s foreign exchange require-
ments and guarantee the strength of
the bolivar. Generous protective mea-
sures will, of course, continue to in-
sulate iocal manufacturers against the
rigours of international competition,
enabling most of Venezuela’s secondary
manufacturing sector to maintain or
even raise present levels of output.

Tourism is increasing, although at a
disappointingly slow rate, and over
the next few months should contribute
a growing share to Venezuela’s foreign
exchange earnings.

The question, therefore, is not whether
Venezuela will continue to enjoy pros-
petity during 1970, but simply whether
the expansion will continue at a stable
pace, or whether the economy will be
spurred on at a sharply higher rate

of expansion.

The key to this question is the settle-
ment of the political impasse. In re-
cent weeks, there have been indications
that the party in power, the Social
Christian Party (COPEI), and the
official opposition, the Democratic
Action Party (AD), may have taken the
first tentative steps towards forming
some type of coalition. If this coalition
becomes a reality, it will possess a
majority in Congress and will be in a
position to move forward with a legis-
lative program. Since many of the

CHIEF CANADIAN EXPORTS TO
VENEZUELA

Cdn.$000
Jan-Nov
1968 1969
Milk powder 227 1,599
Qats 485 188
Wheat 6,894 4,285
Malt 1,186 1,098
Seed potaloes 1,006 907
QOats byproducts 257 107
Asbestos fibers 788 606
Newsprint 5,530 6,062
Pulp 3,267 1,948
Bond and writing
paper 771 507
Papermakers’ felts,
textile 365 378
Plastic and rubber 2,839 1,924
Sheet and strip metal 4,257 3,128
Aluminum 440 442
Copper and copper
products 1,978 1,002
Zinc 650 531
Engine turbines and
parts 201 3,706
Aulos, trucks and
parts 55,678 35,329
Laundry equipment 1,001 448
Punch card equipment 1,638 527
Other products 13,013 12,420
Total 102,471 76,142
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projects at present on the sidelines
awaiting approval were initially pro-
posed by the AD party during its
term in power, it is reasonable to as-
sume that swift approval could follow.

The net result of Venezuela’s import
replacement policies has been a change
in the entire pattern of Canadian ex-
ports to this market. The emphasis
shifted during the fifties and early sixties
from food products and consumer
goods to engineering services, indus-
trial and construction machinery and
components and raw materials for the
factories.

More and more Canadian firms are be-
ing required to face intense inter-
national competition on major *‘one-
shot™ projects rather than supplying
consumer goods on a continuing basis
as a result of consumer preferences
built up over a long period of time.
Both types of selling require a con-
tinuous presence in the market. Both
types of selling also present excellent
opportunities for sales. However, in
the new trading pattern that has emerg-
ed, many Canadian companies, parti-

cularly those in the engineering and
equipment fields, face the possibility

of quoting on numerous projects with-
out any guarantee of success or fi-
nancial return. It requires a great deal
of determination and a substantial
investment of both time and money to
gain the experience essential for success.

Waiting on the sidelines at the moment
are a number of projects which if ap-
proved would present excellent op-
portunities for Canadian firms. Some
of these projects are: new international
airport at Maiquetia (Bs777 million);
Caracas subway (Bs250 million); study
for renovation and expansion of Puerto
Cabello drydocks (Bs4 million); pro-
posed soda ash plant in the Araye,
Estado Sucre area; low-cost housing
program (100,000 units per year); in-
stallation of additional generators at
the Guri power generating station in
Guayana; comprehensive hospital
construction program; pulp and paper
mill.

These projects, all at advanced planning
stages, involve the supply of engineer-
ing services, supervision during the

construction phase and the supply of
equipment where necessary. The abflity
of Canadian firms t0o compete success-
fully in these ‘‘one-shot deals™ will, to
a considerable extent, determine
whether we remain one of Venezuela’s
major suppliers.

Canadian firms wishing to participate
in the Venezuelan market wili have to
do so on a highly individualistic basis.
The approach necessary will certainly
vary from industry to industry and
possibly even from firm to firm within
that industry, depending on the cir-
cumstances involved. A number of
things are certain, however, and these
are that the market will be highly
competitive actively pursued by major
exporters throughout the world, and
will require major efforts on the part
of any company wishing to succeed.
The Commercial Division of the Cana-
dian Embassy, Apartado del Este
62302, Caracas, Venezuela, is anxious
to assist and will look forward to re-
ceiving inquiries, literature and visits
from Canadian companies seriously
interested in the market either as an
investor or as a supplier.

German Chemical Industry Expands

The German chemical industry is still
expanding and shows no signs of over-
heating, despite the boom, largely be-
cause it continued to build up its
capacilies during the 1966 67 recession.

The combined investment program of the
three leading producers Farbwerke
Hoechst, Farbwerke Bayer and BASF
will exceed U.5.3900 million in 1969 and
15 expected to continue unabated over the
next five years.

Bayer This company in the past five
years has invested $975 million and plans
a further investment of $1 400 million up
1o 1973. About 40 per cent of this new
investment will be in its foreign holdings
to bolster its current interests in 127
foreign plants in 47 countries.

The company’s domestic plants currently
account for 78 per cent of 1ts turnover
with 22 per cent coming from its 61 foreign
companies. Aside from its petrochemical
base i Antwerp and 50 per cent interest
in Nitokumo in Japan, most of its other
foreign operations are in North and South
America.

The three most important domestic hold-

ings are Agfa Gevaert (50:50 with Gevaert),
photographic supplies; Erdolchemie
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(50:50 with BP), petrochemicals; Chem-
1sche Werke (25 per cent Bayer), fibers,
insecticides, dyestuffs, plastics and phar-
maceuticals.

Foreign sales account for $1,925 million,
or 61.2 per cent of total sales.

Hochst—Company’s foreign sales ex-
ceeded 50 per cent of its turnover of
51,975 million 1in 1968 and investment
reached a record $300 mullion. In 1969,
investment plans called for $62.5 million
for purchase of new holdings and $200
mi'lion for expansion of existing domestic
capacity.

Hochst went strongly into the fibers busi-
ness in the past five years and now has
plants i Chile, Northern Ireland, South
Africa and the Un:ted States, plus a part-
interest in Chermuisfaser Lenzing AG n
Austria. Other important foretgn holdings
include the fully-owned new plant in Vlis-
singen, Netherlands, plus interests in the
French pharmaceutical company, Roussel-
Uclaf. Important subsidiaries include
Kalle KG, Messer Griesheim, Friedrich
Uhde GmbH, Knapsack Ag, Chemiever-
waltungsgesellschaft.

BASF—Compared with Hochst and Bayer,
BASF has only a few foreign production

bases. Approximately 50 per cent of
BASF’s turnover of $1,400 million came
from exports, with 90 per cent of pro-
duction from domestic plants.

Last year, investment totalled $350 mil-
lion, of which 50 per cent was used for
expansion of domestic capacity. Foreign
holdings include a production base in
Antwerp (BASANT) and a number of
joint undertakings with Dow Chemical

in the United States (Dow Badische Com-
pany). Major investments are currently
under way in Canada. Other important
domestic ventures include a partnership
with Osterreichische Stickstoffwerke
(Domilia Olefinwerke) polyethylene, the
recent acquisition of 70 per cent of Herbol
Werke Herbig-Haarhaus AG, paint, and
eniry into pharmaceuticals by the pur-
chase of Nordmark Werke GmbH.

Through the takeover of Wintershall AG
earlv in 1969 at a cost of $200 million,
BASF has acquired over 50 per cent of
Germany’s annual potash output and a
sizable percentage of the country’s natural
gas and oil fields. (Wintershall also holds
interests in Canadian oil, gas and potash
Editor.)

HENRY MAHNCKE
Commercial Officer, Duesseldorf
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Joint Ventures in
South America

Canada Wire has become an overseas venturer. One of its executives tells how
this happened and what benefits it has brought the company.

A. R. KING, P. Eng.

Canada Wire and Cable Company, Limited

Canada Wire and Cable Company has
been an exporting company since the
middle thirties and heavily oriented
towards the Latin American and Carib-
bean arcas, which we consider a natu-
ral market for Canadians. After World
War II the various countries in that
area began developing their own indus-
tries and giving them high tariff pro-
tection. We found ourselves, on the
one hand, losing some of our export
markets and on the other hand, being
approached by the emerging industries
for technical assistance. The step from
exports to participation in local manu-
facturing was therefore a logical one
and proved to be pleasant and profi-
table too.

We started in Colombia and to date
have added affiliated cable plants in
Mexico, Venezuela, the Dominican
Republic and New Zealand. We supply
technical and administrative assistance,
financing, training, machinery, and
virtually anything else they require, but
our local partners run the business.
This is the first point we want to em-
phasize.

Our policy has always been to work
with and throeugh local partners. We

are quite willing to admit that orga-
nization and marketing techniques that
work well in Canada do not necessarily
work well in other cultural environ-
ments. This is a lesson that has cost
many companies a lot of money to
learn the hard way.

We therefore seek at the outset stable
local partners who have the same aims
as ourselves and who are competent to
run the operation successfully in their
own environment. Without these part-
ners, we would not consider any ven-
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ture. How do we find them? In one in-
stance a small local manufacturer asked
for our assistance in getting some new
equipment into operation. We liked
his looks and he liked our manner and
our Mexico plant is now a major in-
dustry. In another instance, the local
Consul approached us to start the

first cable plant in his country. He is
now the general manager and chair-
man, and we have found ourselves
involved in everything from cable to
prospecting to revolutions. We also
have our export agents and affiliates,
and continue our own travelling all
good sources of information to help
us to select suitable partners.

Given, therefore, a good knowledge of
the market {and that means a lot of
homework) and strong local partners,
what form should the venture take? As
a basic policy, we tend to seek a mi-
nority position, combined with service
and supply contracts. We believe that
the local partner who holds a majority
interest will do a better job for his
company and for us in the process. It
works well, but again a lot depends on
the right choice of partners. Perhaps
we in Canada are over-sensitive to the
term “‘foreign ownership”, but the
members of the recent Electrical Mis-
sion to South America will agree that
the idea of joint manufacturing ventures
was stressed again and again in all the
countries they visited. [ have visited
other overseas plants and our minority
approach with complete assistance has
always been enthusiastically received,
even by companies that have repeatedly
turned down outright takeover oftfers.
Our partners have a free hand in run-
ning the operation. We have a say in
the policies and offer our financing,
technology and equipment for use as

they see fit. No nationalistic interests
are in conflict and our ventures have
progressed to both parties’ advantage.

There are other and different ap-
proaches full subsidiaries, licencees,
technical agreements, consortium pro-
jects, to name a few.

What effect has our overseas manufac-
turing had on our export sales? The
point is that exports and foreign manu-
facturing cannot be considered sepa-
rately; they are a joint overseas effort.
An export market can be retained in
another form by setting up a manufac-
turing facility. You jump over the tariff
wall and work from the inside. At the
same time, you can still export mate-
rials and the products you do not
manufacture locally and you have a
prime position as ‘“‘local content” on
any international tenders that are
called. With an overseas manufacturing
venture, you are not necessarily re-
stricting your present export potential.
In fact, you are probably ensuring a
market that you would otherwise lose
eventually.

The trade mission studied foreign ven-
tures as related to exports in Brazil,
Argentina and Chile. We found that
there is a reasonably high quality of
tocally manufactured products but
these are limited to relatively unso-
phisticated designs. These countries
are desperately in need of technology
and management assistance and they
need it now. They continually stress it
by asking for joint ventures. Somebody
will supply this need, so why not Can-
ada?

For many products, there is only one
local supplier and the main customers
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the utilities hinted broadly that a
bit of competition would be desirable.
Local manufactuning, of course, has
preference over all else. The possibil-
ities of direct sales are limited on large
projects, because most of these are let
out for international tender, where
competition is severe.

These countries are keen to buy Ca-
nadian goods and like dealing with
Canadians, but in the final analysis,
sales are made on price and terms
alone. They are short of cash and the
supplier offering the best terms, regard-
less of specifications or anything eise,
often has the inside track. On interna-
tional tenders, Canadians can find them-
selves at a disadvantage. Financing often
means the financing of the goods, local
installation costs, project preparation
costs, and a lot of other things for
periods of upwards of five years.

So there arc possibilities for us there
possibilities for exports and for manu-
facturing. The competition comes from

ali over the world, and 1s severe. But
with an intelligent approach, and good
financing, you can succeed. The rules
for manufacturing and for selling in
these markets are pretty much the same.

First, know what you are doing. Be sure
you have assessed the market properly,
that you work through a local partner
and don’t try to do it all yourself.

Be sure your partners and you know,
understand and accept the government
and local environment involved.

Second, be prepared to wait for your
returns. This applies part cularly to
South America. The red tape down
there is involved, but if your man knows
his way around and through 1it, the
waiting is well worth 1t by Canadian
standards.

Third, be prepared to compromise in
both your design and marketing ap-
proaches, and to spend some of your
time in personal contacts and travelling.
Your partners will want to show you

off to their customers, because it is
your influence that is heiping to sell
their goods. You will enjoy it as well.

What benefits have we gained from
our international program? We have
retained our overseas sales in other-
wise lost markets through selling un-
finished goods and selling through our
associates. We are also earning foreign
exchange directly in the form of re-
turns on our investment and royalties
on our products and techniques. We
are gaiming a working knowledge of
different specifications and marketing
techniques, which in turn assist our
exports in other areas,

Lastly, we are providing employment
in Canada for engineering and other
staff, who are themselves obtaining a
broad experience in international busi-
ness. These personnel would not other-
wise be employed and their value to
Canada in its future international role
is, perhaps, one of the best possible
investments and returns,

Latin American Institutions

Puzzled by the number of international organizations operating within Latin America
and referred to mainly by their initials? Here is a useful guide through the maze.

OAS—The Organization of American
States was created by the Charter of
1948. With headquarters in Washing-
ton, D.C., it now has 24 members
(Argentina, Barbados, Bolivia, Brazil,
Chile, Colombia, Costa Rica, Cuba,
Dominican Republic, Ecuador, El
Salvador, Guatemala, Haiti, Honduras,
Jamaica, Mexico, Nicaragua, Panama,
Paraguay, Peru, Trinidad and Tobago,
United States of America, Uruguay,
Venezuela). Its objectives are essen-
tially political, with the Charter enun-
ciating broad principles governing
relations between member states and
laying down a system for peaceful
settlement of disputes. Nevertheless,
the Charter aiso provides the frame-
work for associated agencies focus-
sing on economic, social and cultural
matters.
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IA-ECOSOC The Inter-American
Economic and Social Council was
created by the OAS Charter as a co-
ordinating agency to promote eco-
nomic and social welfare in the Amer-
ican nations. Its headquarters is
Washington, D.C., but annual meet-
ings are held in various capitals (most
recently at Port-of-Spain, Trinidad,

in May 1969). Since 1962, Canada has
sent observer delegations to the annual
meetings of this organization.

CIAP The Inter-American Committee
for the Alliance for Progress, also
operating out of Washington, D.C.,

is a spectal permanent committee of
TA-ECOSOC established to co-ordi-
nate and promote implementation of
the Alliance for Progress. The Alliance
itself was announced by President

Kennedy in 1961 and is basically a
program of economic assistance by
the U.S. directed toward co-operative
efforts to satisfy the basic needs of
American peoples for homes, work,
land, health and schools. Within this
forum, Latin American countries sub-
ject their policies and programs to
high-level international review while
the United States subjects its aid pro-
grams and economic policies to scrutiny
by the same body. At the annual re-
views of each member country’s eco-
nomic situation, CIAP and representa-
tives of international agencies such as
the World Bank, International Mone-
tary Fund, IADB and ECLA, closely
examine each country’s development
plan and efforts toward goals of the
Alliance for Progress, recommending
and advising changes where necessary.
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CIPE—The Inter-American Export
Promotion Center began operations
from its seat in Bogota, Colombia, in
September 1968 after being established
by IA-ECOSOQC. It aims at an ex-
pansion and diversification of Latin
American trade and operates through
technical assistance and training, cer-
tain direct promotion, market analysis
and dissemination of information

PAU The Pan American Union is
now the name of the General Secre-
tariat of the OAS (located in Wash-
ington, D.C.} but was previously the
name of a somewhat looser organiza-
tion which was superseded by the
OAS in 1948. The Queen’s Printer,
Ottawa, serves as sales agent for PAU
publications in Canada.

IADB—The Inter-American Develop-
ment Bank, formed in 1959, has a
membership composed of all OAS
members except Cuba. Its headquar-
ters is in Washington, D.C,, and its
broad objective is to further the eco-
nomic development of member coun-
tries individually and collectively. Tt
does this by promoting investment

in development projects, assisting mem-
bers in orienting policies toward better
resource utilization, providing tech-
nical assistance in formulating and
implementing national plans, and
lending money for development pro-
jects. Although Canada is not a mem-
ber, Canadian funds for financing
projects (from CIDA and EDC) are
administered by the Bank.

ADELA Adela Investment Company
S.A. is a multinational private invest-
ment firm with an authorized capital
of U.8.350 mullion. Incorporated in
Luxembourg, its main operational
offices are located in Lima, Peru, and
Zurich, Switzerland. Some ten Cana-
dian companies, including five com-
mercial banks, are shareholders. The
purpose of the organization is to make
and develop capital investment in
private enterprises in Latin America.
Detailed information on this orga-
nization and its operations is given in
the June 8, 1968, and March 15, 1969,
1ssues of Foreign Trade.

ECLA The Economic Commission
for Latin America is a regional arm
of the United Nations, established in
1948 for the purpose of assisting Latin
American countries in promoting their
economic development and improving
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their standards of living. Membership
includes all UN members in North,
Central and South America, as well
as those European countries which
administer territories in these areas.
Canada became a full member in 1961.
The ECLA Secretariat is based in
Santiago, Chule, and engages in in-
depth studies in such fields as inter-
national trade policy, industrial
development, basic resources, trans-
port, social policies, development
planning, income distribution and
institutional improvement. Ongce every
two years, the Secretariat organizes

a plenary session of all members. The
most recent was held in Lima in 1969.

LAFTA The Latin American Free
Trade Association, originally formed
in 1960 with seven members, now has
a membership of eleven (Argentina,
Bolivia, Brazil, Chile, Colombia,
Ecuador, Mexico, Paraguay, Peru,
Uruguay, Venezuela). The initial aim
was free trade among member states
by 1973, but difficulties to date in
negotiating internal tariff reductions
have forced postponement of the tar-
get date until 1980. The LAFTA Sec-
retariat 1s based in Montevideo,
Uruguay.

Andean Group—An agreement signed
May 26, 1969, by Bolivia, Chile, Col-
ombia, Ecuador and Peru laid the
framework for a common market
within the larger LAFTA grouping.
Ratifications have now been deposited
and Lima, Peru, has been selected as

International Loans

Highways in the Cameroon Republic will
benefit from a $19 million loan from the
World Bank and the IDA. Two of the
roads will be part of the vital trans-Camer-
oon road-rail route extending from the
Chad border to the coast. Two other roads
will link Douala, the main port, with Vie-
toria, an important commercial center, and
with the agricultural region of Bamileke.
The project will bring 183 miles of road

up to all-weather sitandards and provide
feasibility siudies and detailed engineering
of an additional 269 miles.

Three important manufacturers in Yugo-
slavia producers of cars, sieel lubes and
automolive wheels will receive a World
Bank loan of $18 million to modernize and

the headquarters site. A comman ex-
ternal tariff is to be evolved after 1974
and the target date for full imple-
mentation of the agreement, with eli-
mination of all barriers to internal
trade, is 1980.

River Plate Group—An agreement
aiming at economic development and
improvement of infrastructure within
the basin of the Rio de la Plata (River
Plate} was signed by Argentina, Boli-
via, Brazil, Paraguay and Uruguay

on April 23, 1969. It envisages joint
effort in such matters as navigation,
water resources, preservation and de-
velopment of animal and vegetable
life, infrastructure improvements (com-
munications, railways, roads, aerial
transport, electricity), education, health
and regional industrial complementa-
tion. The executing body is the Inter-
Governmental Co-ordinating Com-
mittee (ICC), with headquarters in
Buenos Aires, Argentina. For further
details see the September 27, 1969,
issue of Foreign Trade.

CALA The Canadian Association for
Latin America was formed in May
1969 through the merger of the Cana-
dian Inter-American Association and
the Canadian Institute for Latin
America. It is an association of pri-
vate Canadian firms and idividuals
interested in Latin America, with head-
quarters in Toronto. Its general ob-
Jjective is developing closer, more
fruitful relations with the countries

of Latin America.

expand their facilities. Of this, $10 million
will go to Zavodi Crvena Zaslava (ZCZ),
Yugoslavia's largest car manufacturer,
$6.2 million to Zeljezara Sisak, the largest
producer of steel tubes, and $2.3 millicn
to Industria Poljoprivrednih Masina, the
only producer of combine harvesters and
of automobile, truck and tractor wheels.
ZCZ plans 10 increase production from
56,000 vehicles in 1968 to 200,000 in 1974.
Sisak will install equipment for contin-
uous casting and for separating the me-
dium and heavy tube mills. Production of
seamless tubes in this plant will increase
from 79,000 to about 140,000 tons a year
by 1973. Masina hopes 1o step up produc-
tien of automotive wheels to 2.3 million a
year in 1973.
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Import and Exchange

Regulations in

South America

The following paragraphs summarize import and exchange regulations affecting
shipments to the Latin American countries. Canadian exporters who require more
detailed information or advice on documentation or on duty rates for specific
items should get in touch with the Latin American Division, Office of Area
Relations, Department of Industry, Trade and Commerce, Ottawa.

Argentina

Import Licences 1mport licences are not required and, ex-
cept for automobiles, light tractors and some automotive
products, virtually all goods may be imported. For certain
commedities a prior deposit of 40 per cent of the ¢. & f.
value is required at the time of making the customs entry
The deposit is held without interest for 180 days or untii
the goods clear Custormns, whichever is longet.

Foreign Exchange—Exchange is made available through
authorized banks. Payments for imports of capital goods
of over U1.5.520,000 in value are subject to the approval
and control of the Central Bank. On such imports, not
more than 5 per cent of the f.0.b. value may be paid on
signature of the contract and not mere than an additional
10 per cent, pius freight, consular fees and insurance, upon
receipt of the shipping documents. The balance must be
paid in equal instalments in terms varying from two to five
years, depending on the amount of the import.

Customs Torifl—Argentina is a member of GATT. Imports
from Canada receive most-faveored-nation treatment and
preferential treatment is extended to certain imports from
member countries of the Latin American Free Trade Asso-
ciation. In addition to ad valorem duties levied on the c.i.f.
value, imports are subject to a statistical tax of 1.5 per
cent of the c.i.f. value and a 4 per cent tax on ocean freight
charges. Tariff classification is based on the Brussels tariff
nomenclature.

Bolivia

Import Licences—A prior import licence is required for a
short list of items. Included on the list are certain food-
stuffs, tobacco products, some chemical and plastic prod-
ucts, crude petroleum, synthetic or artificial textile fiber
yarns, certain construction machinery, and vehicles pow-
ered by diesel engines. The import of some locally produced
foodstuffs, clothing, household goods and certain raw ma-
terials is prohibited.
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Foreign Exchonge There are no restrictions on foreign
exchange.

Customs Toriff 1mports from Canada receive most-favored-
nation treatment. Preferential treatment is granted to cer-
tain imports from member countries of the Latin American
Free Trade Association. Imports are subject to a specific
duty based on weight, measure or units and to ad valorem
duties assessed on the c.i.f. value. A Supreme Decree dated
July 2, 1968, established a 10 per cent surcharge on the

c.i.f. value of most imports. Tariff classification is based

on the Brussels tariff nomenclature.

Brazil

Import Licences—Practically all products are now per-
mitted impott into Brazil. Prior to import a “quia de im-
portacao” must be obtained by the importer from the
Foreign Trade Department of the Banco do Brasil. The
import certificate must be presented with the other shipping
documents to the Brazilian Consulate for legalization. Goods
must be shipped before the expiry of the certificate, which
is valid for 120 days. The import of luxury motor vehicles,
rubber, petroleum products, arms and ammunition is
controlled.

Foreign Exchonge—The importer is required to contract
with an authorized bank for supply of the necessary foreign
exchange. The rate of exchange is set by the Central Bank.

Customs Toriff—Brazil is a member of GATT. Imports
from Canada receive most-favored-nation treatment, and
preferential treatment is granted to certain imports from
members of the Latin American Free Trade Association.
In addition to ad valorem duties assessed on the c.i.f.
value, imports are subject to a port improvement tax of

2 per cent of the c.i.f. value and a merchant marine tax of
10 per cent of the ocean freight charges. Decree Law No.
398 of December 30, 1968, increased the rates of duty on
certain non-essential imports by 100 percentage points ad
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valorem. The customs tanff follows the Brussels tanff no-
menclature, with certain modifications.

Chile

Import Licences Importers are required to register all im-
ports with the Central Bank. Goods not appearing on the
List of Permutted Imports are prohibited. Returnable prior
deposits of 30, 60, 120 or 10,000 per cent of the c.i.f. value
for certain permitted imports must be paid by the importer
at the time of registration. The deposits are returned to the
importer after customs clearance of the goods or, at the
importer’s choice, are applied to the payment of customs
duties and other taxes.

Foreign Exchange Foreign exchange s obtainable through
the official banker’s market.

Customs Tariff Chile is a member of GATT. Imports

from Canada receive most-favored-nation treatment. As

a member of the Latin American Free Trade Association,
Chile accords preferential treatment to certain imports from
the other member countries. Imports are subject to specific
duties expressed in gold pesos per unit of weight or measure
and to ad valorem duties on the ¢ .f. value. Tariff classi-
fication is based on the Brussels tariff nomenclature.

Colombia

Import Licences  All permitted imports require an import
licence and must be registered with the Superintendency

of Foreign Trade. The import of a wide range of consumer
goods and luxury articles is prohibited. Prior deposits rang-
ing from 1 per cent to a maximum of 130 per cent must

be made on most imports and are retained for 90 days after
the goods have been cleared through Customs. A copy of
the registration certificate must be presented to the Colom-
bian Consul with the other export documents.

Foreign Exchange An exchange permit 1s required and
the importer must make a provisional deposit 1n local cur-
rency of 95 per cent of the f.o.b. value at least 20 days in
advance of his application for a permit.

Customs Tariff Imports from Canada receive most-favored-
nation treatment. Certain imports from member coun-

tries of the Latin American Free Trade Association receive
preferential treatment. Most duties are ad valorem, assessed
on the c.i.f. value, port of entry. Imports are subject to
surcharges amounting to 3 per cent of the c...f. value. Tariff
classification is based on the Brussels tariff nomenclature.

Ecuador

Import Licences Import licences are required for all im-
ports exceeding UJ.8.$100.

Foreign Exchange The granting of an mport licence by
the Central Bank guarantees the necessary exchange at the
official rate.

Customs Tariff Imports from Canada receive most-favored-
nation treatment. Certain imports from member coun-

tries of the Latin American Free Trade Association receive
preferential treatment. Imports are subject to specific duties
assessed on the net weight in kilograms and ad valorem
duties on the c.i.f. value, port of entry. Imports are divided
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into two categories: List I covers essential goods and List
II non-essential and luxury goods. The import of all goods
not on these lists is prohibited. Under the new regulations,
the percentage of prior deposits will fluctuate with the level
of the Central Bank’s foreign exchange reserves. The sys-
tem is also designed to vary in relation to payment terms
granted by the foreign supplier. The prior deposits of 30
per cent for goods on List I and 60, 115, 160 and 240 per
cent for List II items payable for terms of 0 to 90 days

are decreased in stages up to complete exemption for pay-
ment conditions of five years or more. In addition to duties,
goods on List I are subject to a surcharge of 11 per cent
of the c.i.f. value; a surcharge of 22 per cent is payable on
goods on List IL.

Paraguay

Import Licences In general, imports are free of quanti-
tative restrictions or licensing. Only some agricultural prod-
ucts in seasonal supply and certain petroleum derivatives
are prohibited import. For the majority of goods, an im-
porter must deposit in a bank 100 per cent of the f.o.b.
value before the goods can be cleared through Customs.

If effected after shipment, the deposit is retained for 180
days instead of 120 days.

Foreign Exchange Exchange is available through author-
ized banks. Permission from the Central Bank is required
if the goods are to be imported on credit terms exceeding
180 days.

Customs Tariff Imports from Canada receive most-favored-
nation treatment. Preferential treatment is extended

to certain imports from member countries of the Latin
American Free Trade Association. Imports are subject to
a specific duty assessed on the net, legal or gross weight,
plus an ad valorem duty based on the c.i.f. value deter-
mined by adding 10 or 20 per ¢ent to the f.o.b. value. In
addition to duties, imports are subject to an exchange sur-
charge of 32 per cent of the c.i.f. value, consular fees of

5 per cent of the f.o.b. value, and other taxes amounting
to 3 per cent of the c.i.f. value. Copies of the Paraguayan
Customs Taniff are not available at the present time.

Peru

Import Licences Import licences are not required but the
import of an extensive list of luxury and non-essential
items 1s prohibited until March 31, 1970.

Foreign Exchange Importers must obtain exchange certi-
ficates from commercial banks for foreign exchange.

Customs Tariff Peru is a member of GATT. Imports from
Canada receive most-favored-nation treatment. As a mem-
ber of the Latin American Free Trade Association, Peru
accords preferential treatment to certain imports from the
other member countries. Imports are subject to specific
and ad valorem duties. Specific duty is levied in soles on
the gross weight in kilograms. Ad valorem duty is assessed
on the c.i.f. value, which is computed by adding 20 per
cent to the f.o.b. value. Imports are also subject to a mari-
time freight tax of 4 per cent of the ocean freight charges
and a statistical tax of 1.5 per cent of the c.i.f. value. An
additional surcharge of 10 per cent of the ¢.i.f. value has
been placed on many non-essential items. Tariff classifica-
tion is based on the Brussels tariff nomenclature.
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Uruguay
Import Licences Importers must obtain an import autho-
rization from the Bank of the Republic.

Foreign Exchange Foreign exchange is obtainable from
authorized banks.

Customs Tariff Uruguay 1s a member of GATT. Imports
from Canada receive most-favored-nation treatment. Cer-
tain imports from member countries of the Latin American
Free Trade Association receive preferential treatment. Im-
ports are subject to an ad valorem duty assessed on an
official valuation indicated for each item of the customs
tariff, In addition to the duty there are six categories of
surcharges: 10, 60, 90, 150, 225 and 300 per cent of the
c.L.l. value, depending on the essentiality of the import.
Most imports are also subject to an import tax of 18 per
cent, a consular invoice charge of 12 per cent, and a port
charge of 12 per cent of the c.i.f, value,

Irnporters have to make prior deposits ranging from 150
to 400 per cent of the c.i.f, value on the excess of the quota
fixed in relation to their previous imports, The deposits
vary with the foreign exchange surcharges applicable. Im-

ports of capital goods are subject to a prior deposit of 225
per cent, although the rate may be waived or reduced b
the Uruguayan Advisory Commuission. Deposits are held
for six months.

Venezuela

Import Licences A number of items require a prior import
licence from the Ministry of Development or from other
government agencies.

Foreign Exchange Exchange is available through com-
mercial banks at a fixed rate of 4.50 bolivars to the U.S.
dollar,

Customs Tariff Imports from Canada receive most-favored-
nation treatment. As a member of the Latin Amer-

ican Free Trade Association, Venezeula has granted tariff
concessions to other member countries on an extensive

list of items. Imports are subject to a specific duty assessed
in bolivars on the gross weight in kilograms. A few items
are also subject to an ad valorem duty levied on the f.0.b.
value. In addition to the duty, a consular fee ranging from

2 to 3.5 per cent of the f.o0.b. value is collected at Customs
at the time of entry.

If You Need to Know More

This list of source material on Latin America was compiled by the staff of Industry, Trade and

Commerce Library. If you wish copies of any of these please write directly to the publisher.

Books, Pamphlets, Documents

New Markets in Latin America
Published in 1968 by British National
Export Council, 6-14 Dean Farrar §t.,
London; 42 pages: free.

Doing Business in Latin America

Edited by T. A. Gannon; published in
1968 by American Management Associa-
tion, Inc,, 630 Dorchester St. W, Mont-
real, Quebec; 127 pages; free to AMA
members of International Management
Division, other AMA members $3.00, non-
members $4.50.

Hints to Businessmen Visiting . . .

Series issued by the British Board of Trade.

Reports are available on Argentina,
Bolivia, Brazil, Chile, Colombia, Ecuador,
Paraguay, Peru, Uruguay, Venezuela. Or-
der from offices of the British Information
Services in Canada; free.

Industrial Sites in Latin America

Checklist of Industrial Data on Latin
American Countries

Latin American Incentives for Industry
Reprints from Industrial Development,
issues for June 1966, September 1966 and
January 1967, Order from Conway Re-
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search Inc., 2600 Apple Valley Road,
Atlanta, Georgia 30319; free.

Information Guide for Doing Business in . . .
Individual reports are available on Argen-
tina, Bolivia, Brazil, Chile, Colombia,
Ecuador, Paraguay, Peru, Uruguay, Vene-
zuela. Order from Price, Waterhouse &
Co., Toronto-Dominion Centre Bank Tow-
er, Toronto, Ontario; free.

Problems and Prospects of the Alfiance for
Progress: g Critical Examination

By H. K. May; published in 1968 by
Preager Special Studies in International
Economics and Development, New York;
252 pages; $12.50. Order from Burns &
MacEachern Ltd., 62 Railside Road, Don
Mills, Ontarijo.

Ministerial Mission to Latin America, Oc-
tober 27-November 27, 1968

Report published in French and English,
Ottawa, 1969; 38 pages; free. Order from
Department of Industry, Trade and Com-
merce or Department of External Affairs,
Ottawa 4, Ontario.

South American Handbook
An annual traveller’s guide to the coun-
tries and economies of South America,

Central America, Mexico, Caribbean and
West Indies, Published by Trade and Trav-
¢l Publications Ltd., London; Canadian
agent is Thomas Allen & Son Ltd., 50
Prince Andrew Place, Don Mills, Ontario;
approximately $7.00. Order from local
bookstore.

South America Marketing Guide

Order from Pan American World Airways,
Inc., PAN AM Bldg., 45th St. New York,
N.Y. 10017; 20 pages; free.

Statistical Abstract for Latin America
Order from: Latin American Center, Uni-
versity of California, Los Angeles, Calif.
90024 annual; $8.00.

Tax and Trade Guide Series

Individual reports are available on Argen-
tina, Brazil, Chile Colombia, Peru, Uru
guay, Venezuela. Order from Arthur An-
derson & Co., Toronto-Dominion Centre
Bank Tower, Toronto, Ontario; free,

Checklist of International Business Publi-
cations

A wide range of current business informa-
tion on countries of South America is
published by the Bureau of International
Commerce of the United States Depart-
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ment of Commerce; semi-annual checklist
is free; publications available for a nomi
nal fee. Order from Sales and Distribution
Branch, U.S, Department of Commerce,
Washington, D.C. 20230,

Latin American Growth Trends: Seven
Years of the Alliance for Progress
Published by United States Department of
State, 1968; 64 pages: free. Order from
Office of Public Affairs, U.S. Dept. of
State, Washington, D.C, 20520.

Periodical Articles

The Political Economy of Impore-Substi-
tuting Industrialization in Latin America
By A. O. Hirschman; published in the
Quarterly Journal of Economics 82:1-32,
February 1968,

Economic Integration and Spatial Patterns
of Economic Development in Latin America
By P. R. Odell; published in the Journal of
Common Market Studies 6:267-86, March
1968,

The Export Answer

In varying degrees the Latin American
countries have all the problems of devel-
opment but they all merge into a major
disappointment with the rate of progress,
By I. Frank; published in the Columbia
Journal of World Business 3:17-22, May-
June 1968,

The Political Role of Regional Economic
Organizations in Latin America

By G. Lagos; published in the Journal of
Common Market Studies 6:291-309, June
1968.

A New Laok ar American Trade and In-
vestment in Latin America

Expert on Latin marketing says many
traders are missing “‘biggest opportunities”
in the world. By T. B. Wahl; published in
Business Abroad 93:26+,July 1968,

Latin Trade Bloc Hits a Crisis

Ambitious hopes for turning Latin Amer-
ican Free Trade Association into a full-
scale common market are fading: the group
may have to settle for more modest goals,
Published in Business Week; pages

76-78; July 20, 1968,

Latin America Doomed to Trouble?

A hard realistic look at Latin America’s fu-
ture is under way prompted by events in
Peru. Published in U. S. News & World
Report 65:112-3, October 21, 1968.

Latin America Needs $24 Billion Frame
work for Unified Economic Growth by 1980,
ADELA Report Says

Private investment group outlines region’s
basic needs, points 1o areas offering vast
opportunities for private interests. Pub-
lished in International Commerce 74:25,
December 16, 1968.
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World Trade Qutlook

Special world report by country provides
excellent coverage of South American
countries. Published in International Com
merce 75:2 68, January 13, 1969

Annual Review of Western Hemisphere’s
Business and Finance Economic Survey of
the Americas

Published in New York Times, 118:49- 4
January 20 1969,

Periodicals, Special Services

Bank of London & South America Review
Pub ished in London; monthly; free Or-
der from Branch Offices of the Bank of
Montreal.

Business Latin America

Weekly report to managers of Latin Amer-
ican operations published by Business
International Corporation, New York;
U.5.8180,00. Order from Business

Latin America 757 Third Avenue, New
York, N.Y. 10017.

The Econonust, Edicion Para America
Latina

Published fortnightly by The Economist,
London; £5 16s 6d Order from The Econ-
omist, Latin Amenican Subscription

Dept., 25 St. James’s Place, London, S.W.1,
England.

Economic Reviews

Published by The Economust Intelligence
Unit, London, quarterly economic reviews
with annual supplements are available for
Argentina, Brazil, Chile, Colombia and
Ecuador, Peru and Bolivia, Uruguay and
Paraguay, Venezuela; U.S.$28 a year per
country {or group of couniries), $9 per
single copy of any issue of a review or sup-
plement, airmail $3 extra on annual sub-
scriptions. Order from The Economist In-
telligence Unit, Spencer House, 27 St.
James’s Place, London 5.W.1, England.

FCIB Monthly Round Table Conference
Minutes on Foreign Finance, Credit, Col-
lection and Exchange Problems
International in scope with good cover-
age of South American countries, Order
from Foreign Credit Interchange Bureau,
National Association of Credit Manage-
ment, 44 E, 23rd St,, New York, N.Y.
10010; $48.00.

Noticias
Reports
Order from the National Foreign Trade
Council, Inc., 10 Rockefeller Plaza, New
York, N.Y. 10020; price on application.

Weekly Digest of Hemisphere

Vision

The Vision Letter

Vision (fortnightly in Spanish) and

The Vision Letrer (weekly in English) cover
economics, business affairs, politics and
culture, An edition called Visao (weekly

tn Portuguese) is published in Brazil,
Published by Vision Incorporateds 635
Madison Ave., New York, N.Y. 10022;
price on application,

United Nations Publications

Commodity Trade Statistics

Vol, 17, No. 33 presents 1967 exports
and imports of Brazil and Colombia by
commodities by countries, Order from
Queen’s Printer, Ottawa, Ontario; price
this issue U.5.51.50,

Economic Bulletin for Latin America

Two 1ssues per year. Order from: Queen’s
Printer, Ottawa, Ontario; single numbers
varwously priced.

Economic Survey of Latin America
Annual, Order from Queen’s Printer,
Ottawa, Ontario; single numbers various-
1y priced.

Statistical Bulletin for Latin America
Two 1ssues per year. Order from Queen’s
Printer, Ottawa, QOntario; single numbers
variously priced.

World Trade Annual Supplement

Volume Il presents exports and imports
of individual South American countries
by commodities by countries, Order from
Walker and Company, 10 W 56th St.,
New York. N.Y. 10019; U.5.$50.00 for
Vol. II.

Other Sources of Information

A number of international organizations
publish reports and economic surveys,
Among these are:

Inter-American Development Bank, 808
17th Street N-W, Washington, D.C, 20775

International Bank for Reconstruction
and Development, 1818 H Street N-W,
Washington D.C. 20433,

International Monetary Fund, 19th and
H Streets N-W, Washington D.C. 20431,

International Development Association,
1818 H Street N-W, Washington, D.C.
20433.

Pan American Union, General Secre-
tariat, Washington, D.C, 20006.

ADELA, 13 boulevard de la Foire, Case
Postale Ville 351, Luxembourg

Many Latin American countries have
embassies in Ottawa and commercial
offices in various cities. Diplomatic Corps
and Consular and Other Representatives

in Canada lists them and it can be obtained
from Canadian Government bookshops,
price $1.00,
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Shipping Services to South America

TO:

ARGENTINA

BOLIVIA

BRAZIL

CHILE

COLOMBIA

ECUADOR

PARAGUAY

PERU

URUGUAY

VENEZUELA

From Pacific Coast

Grace Line
C. Gardner Johnson Limited,
Vancouver)

Westfal-Larsen Line
Empire Shipping Limited,
Vancouver)

Via transshipment at Arica,
Chile, or Matarani, Peru. See
Chile and Pe u

Grace Line

L oyd Brasileiro Line
Kerr Steamships Limited,
Vancouver)

Grace Line

Grancolombiana Line
Balfour Guthrie { Canada)
Limited, Vancouver)

Westfal-Larsen Line

Grace Line

Grancolombiana Line
Westfal-Larsen Line

Grace Line

Grancolombiana Line

Westfal-Larsen Line

Via transshipment at Buenos
Aires or Monrevideo. See
Argentina and Uruguay.

Grace Line

Grancolombiana Line

Westfal-Larsen Line

Grace Line
Westfal-Larsen Line

Barber Lines
Canadian Biue Star Line,
Lid., Vancouver

Grace Line

From Great Lakes

Moore-McCormack Lines
Moore-McCormack Lines
Inc., Toronto)

Moeore-McCormack Lines

Great Lakes Transcaribbean
Line

Protos Shipping Limired,
Toronto

Great Lakes Transcaribbean
Line

Great Lakes Transcaribbean
Line

Moore-McCormack Lines

Greal Lakes Transcaribbean
Line

From St. Lawrence and Atlantic

Argentine Lines
Shipping Limited, Montreal, Toronto)

Moore-McCormack Lines
Moore-McCormack Lines Inc.,
Monireal, Toronto)

Uruguayan Line
B & K Shipping Agency Limited,
Montreal, Toronto)

Via transshipment at Arica Chile, or
Matarani, Peru. See Chile and Peru.

Moore-McCormack Lines

Netumar Line

March Shipping Limited, Montreal,
Toronte, Hamilton)

Grancolombiana Line

United Liners Agency Limited, Montreal;
Furness Withy & Co. Ltd.. Toronto,
Halifax

Peruvian State Line
Saguenay Shipping Limited, Monireal;
Clarke Traffic Services, Toronto

Grancolombiana Line

Great Lakes Transcaribbean Line
Protos Shipping Limited, Montreal,
Toronto)

Peruvian State Line

Grancolombiana Line
Great Lakes Transcaribbean Line
Peruvian State Line

Via transshipment at Buenos Aires or
Montevideo. See Argentina and Uruguay.

Grancolombiana Line

Greatl Lakes Transcaribbean Line

Peruvian State Line

Moore-McCormack

Uruguayan Line

Great Lakes Transcaribbean Line

Royal Netherlands Steamship Co.
Mounireal Shipping Company Limited,
Montreal, Toronto)

Saguenay Shipping Limited
Saguenay Shipping Limited, M
Clarke Traffic Services, Toronto}

Venezuelan Line
Montreal Shipping Company Limited,
Montreal, Toronto}

FOREIGN TRADE



Trade Lines

Thailand is to allocate the major portion of its National
Development hudget this year to highway construction
and irrigation. Bids have been received for reconstruc-
tion of the mountain road between Chiang Mai and
Doi Sutep and the Cdn. $156,900 project is expected
to get under way this year. The Government is to pur-
chase land for construction of the Tha Chang Bridge
at a cost of Cdn.$3,028,170; it will link Bangkok and
Thon Buri Bangkok.

A new German company, ‘“‘URANIT* will carry out
the German share of the British-Dutch-German program
for developing the gas centifruge system of uranium en-
richment. The three companies in URANIT are in-
volved in mining, chemicals and atomic fuel Bonn.

Jordan and the Yugoslav Union Engineering Corporation
have signed a $115,000 agreement under which the
Yugoslav firm will prepare studies for a new interna-
tional airport near Amman Beirut.

The Israeli Housing Ministry will erect 200 units of
factory-assemhled housing at Motza in southern Jeru-
salem, designed by the architect of Habitat at Expo

67. The approximate cost, excluding land, will be about
$10 per square foot, less than the cost of conventional
building in Jerusalem. The Canadian Embassy in Tel
Aviv would like to hear from Canadian companies
with experience in the erection of Habitat 67 Tel
Aviv,

A Swiss company, Motor Columbus AG. of Baden, will
act as consulting cagineers to “‘Comision Nacional de
Energia Atomica (CNEA)’’, Buenos Aires, for construc-
tion of the atomic power plant on the Parana River,
about 70 miles north of Buenos Aires. It will be the
first atomic power station in South America and will
have a heavy water reactor using natural uranium,
with a capacity of 340 mw. Power production is sched-
uled to start in the second half of 1972 Berne.

Prospecting for gold in Thailand will soon be opened up
to private companies. Already the Government has
received a number of applications for prospecting
licences. Applicants must be limited companies regis-
tered in Thailand, with at least 30 shareholders, of
which 40 per cent must be Thai Bangkok.

The Organization of Arah Petroleum Exporting Countries
(OAPEC) plans to build a large drydock on the Gulf

to repair oil tankers of all sizes. The design will allow
for the addition of facilities to build tankers. Technical
studies and a final feasibility study will he undertaken
this year Beirut.
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Greece expects to be producing automohiles hy 1971.

The Government and a Greek-Italian group have signed

an agreement which will establish an industrial com-

plex at Salonica to make passenger cars, heavy ma-

chinery and vehicles. Capacity production will be

reached in eight to ten years, when the Greek content

is expected to be 50 per cent of car and 70 per cent of

other vehicle production. The annual savings in foreign

exchange should total about $100 million in eight years
Athens.

A Swiss company, Sulzer Bros. Ltd., will supply the
two circulation pumps for the pressurized water re-
actor of the nuclear power plant at Borssele, Holland.
The pumps have an operating pressure of 155 bar and
an operating temperature of 300 degrees Centigrade.
Discharge capacity is 6.8 cubic meters per second
Berne.

Six berths will be added to the Port of Bangkok upon
completion of a current two-year survey. Construction
of the berths will take two years and will cost Cdn.
$261,500 $313,800. Mid-river buoys will also be built
to accommodate seven or eight ships for about Cdn,
$1,569,000. The expansion of berthing facilities and the
added moorings in mid-river should enable the port to
handle 23 or 24 ships at the same time Bangkok.

The Israeli Ministry of Development e¢xpects that 1.2
million tons of minerals and mineral hyproducts will be
shipped annually from the port of Eilat by 1975. At that
time the new phosphate plant at Ein Yahev and the
Arad chemical complex will be in full production. In
1969 an estimated 250,000 tons of minerals (potash,
phosphates and copper) were shipped via Eilat Tel
Aviv,

The Government of Peru and the Southern Peru Copper
Corporation have agreed to open up the large Cuajone
copper deposit. The U.5.$355 million project will almost
double Southern Peru’s copper production in the next
six and half years. Half of the planned investment will
be used to build a railroad link between Cuajone and
the Toquepala-llo line, to remove an estimated 160 mil-
lion tons of overburden. and to buy the equipment for
this work Lima.

A 3700 million electronics market is expected to open up
in the United States when the first contracts for the urhan
mass transit program are let this year. Estimates are

that 15 to 20 per cent of the $3.4 billion program will
be electronics systems, and that $500 million will be
spent on researching and designing advanced transpor-
tation systems Chicago.
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A pulp and paper mill in Argentina, to begin production
by mid-1972, will have more than $10 million of
manufacturing equipment supplied from Japan. Annual
production will be 30,000 cubic meters of long-fiber
kraft wood pulp, 10,000 of short-fiber wood pulp, 27,000
paper for bags, 36,000 special wrapping paper, 3,600
liner board, and 1,900 medium corrugated board
Buenos Aires.

The Siam Kraft Paper Company, Thailand, is studying
the use of kenaf as a supplementary raw material to pro-
duce kraft paper at its Cdn.$31.38 million new plant at
Ban Pong. The company uses 30 per cent bagasse in
turning out about 170 tons daily at the plant, which
was inaugurated last November Bangkok.

Spain’s second whisky distillery will be built by a Madrid
group at a cost of Cdn.$2.35 million. Initial daily pro-
duction is a planned 1,000 liters. In 1968 Spain produced
2.56 million liters of whisky, some of which was
exported to Andorra, Finland, Cuba, the U.S.S.R. and
ftaly Madrid.

New construction at Porto Salazar, Angola, will enable
the port by the end of 1970 to handle iron ore carriers of
150,000 tons. Further construction to be completed in
1973 will provide facilities for ships of 200,000 tons. Cost
of the new installations is estimated at between $60 and
%150 million Johannesburg.

The visit to Swaziland tbis year of trade missions from
Japan and Taiwan is regarded by the Government as an
important step in the development of the territory. A
government official recently said that the opportunities
for investing in local industries and in establishing new
ventures are promising. Swaziland has large untapped
deposits of coal and a substantial amount o 1ron ore
Johannesburg.

Consumption of fresh and processed blueberries in Canada
and the United States has increased by more than 40 per
cent in the last five years, according to statistics released
by the North American Blueberry Council. In 1969 the
berry crop was a near-record 118 million pounds
compared with 78 million in 1964 Philadelphia.

Portugal’s first fully automatic potato-processing factory
will begin production early this year. Located near Lis
bon, it will manufacture potato crisps, chips and straws
for sale in several sizes of transparent packs, and in-
stant mashed potatoes. Other varieties will be intro-
duced later. Cost of the factory will be $380 000, A sec
ond one is planned Lisbon.

In 1969 Brazil’s automotive industry increased production
by 26 per cent over 1968. Approximately 350,000 units
were produced during 1969 and sales exceeded 340,000.
The production of passenger cars alone increased 34.6
per cent Sao Paulo.
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The Argentine shipping company Ciamar has awarded a
contract for the construction of a Freedom-Hispania type
cargo ship to the Buenos Aires shipyard Alianza. The
15,900-ton vessel will be the largest ever built in Argen-
tina. It will be based on the original Freedom design,
created in Canada by G.T.R Campbell International
Ltd. Buenos Aires.

Crushed coal and water will travel through a 273-mile
pipeline as slurry from Kayenta, Arizona, to a power
generating station on the Colorado River in southern
Nevada which will supply additicnal electric power for
parts of Arizona, Nevada and southern California Los
Angeles.

During 1969 Spanish shipyards delivered ships totalling
over 600,000 g.r.t. Spain now ranks sixth among the
world’s leading shipbuilding countries after Japan,
Germany, Sweden, Britain and France and its ships
now sail under the flags of 40 nations Madrid.

The Soviet Union Foreign Trade Ministry is planning a
multi-million dollar trade and industrial exhibition for
Singapore about the middle of 1970, Trade Ministry
officials are expected to come to Singapore to discuss
the exhibition with local government officials. The
Soviet hopes to display a range of products significant to
Singapore’s industrialization program, with the empha-
sis on heavy machinery and electrical goods. Trade be-
tween Singapore and the {J.8.S.R. is running at about
S860 million a year, with a $$24 million balance in fa-
or of Singapore Singapore.

Seven hundred tons of bigh tensile reinforcing bars from
the Steel Company of Canada arrived recently at Bridge-
town, Barbados. The shipment, considered to be the
largest of its kind unloaded here, indicates the rapid
increase in hotel and residential construction on the
1sland, which has also resulted in the development of
local manufacture of construction materials Port-
of-Spain

The first of a series of shipments of Japanese steel was
unloaded recently at Osle. Weighing 13,300 tons, it was
the largest singe teel shipment to Norway rom Japan,

hich is particularly interested in the Scandinavian
mar et at this time Oslo.

Foreign Tariffs and Trade Regulations

Brazil

Commercial invoices do not require consular legaliza-
tion, effective March 7, 1970, under Decree Law No.
66175 dated February 5, the Brazilian Government has
announc<ed. The decree does not abolish import licences
or certification by the Chamber of Commerce.

FOREIGN TRADE



Trade Commissioners on Tour

In Canada

If you wish to meet the officers w ose
itineraries are listed betow, get in
touch with

In Ottawa
Department of Industry, Trade and
Commerce

In St. John’s Halifax Montreal,
Winnipeg, Regina Edmonton,
Vancouver

Regionai Office, Department of
Industry, Trade and Commerce

In Toronto
Canadian Manufacturers Association

In Windsor, Ontario
Greater Windsor Industrial Commussion

In Fredericton, New Brunswick
Department of Industry

In all other ceniers
Board of Trade or Chamber of
Commerce

Netherlands

F. W. Zechner, Commercial Officer
n the Hague:

Vancouver: March 31-April 3
Edmonton: April 6-7

algary: April 8
Regina: April 9-10
Winnipeg: Ap 1l 13-14
Toronto: Apri 15-2
Montreal. Ap il 23-2
Quebec ity: April 28-2
Ha ifax: Aprn 30-Ma [

In Territory

Businessmen who would like Trade

Commissioners to undertake assign-
ments for them should write 101 e

post as soon as possible.

Brazil

J. R Brocklebank, Assistant Com-
merciai Secretary in Rio de Janeiro
will visit Recife, Belem and Manaus
March 31-April 7.

Bulgaria, Hungary, Romania

Trade Commissioners in the Vienna,
Austria office make frequent visits to
these countries, but often there is not
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fime to pub ish their itineraries in
advance. Therefore, Canadian business-
men who would like the Trade Com-
missioners to undertake assignments
for them in these East European coun
tries are advised to write to the Vienna
office immediately.

Ivory Coast

J. P. Bell, ommercial Secretary, and
J. Filion Assistant Commercial Sec -
tary, in Accra, Ghana, will visit the
Ivory Coast April 12-18, May 10-20
June 7-20.

Nigena

B. Dussault, Assistant Cominercial
Secretary in Accra, Ghana will vist
Nigeria April 5-11, May 3-9, June 1-6.

People’s Republic of China

Trade Commissioners in Hong Kong
regularly attend the Commodities Fair
in Kwangchow n the spring, April

International Loans

A $68 6 mullion pulp and paper mill in the
Philippines 1s being partially financed by
the International Finance Corporation, a
member of the World Bank Group. The
mull will add 1o the activities now being
carried on by Paper Industries Corpora-
tion of 1he Philippines and its subsidiary,
Bishig Bay Lumber Company, Incorporal-
ed, which are engaged in logging and the
manufacture of plywood, veneer and sawn
lumber. Production will be in the neigh
borhood of 150 500 1ons of newsprinl,
linerboard and corrugating medium, all for
the home market. Inilial foreign exchange
savings from this local production are ex-
pected to be about $15 million a year.
This pulp and paper mill will give South
east Asia s first integraled forest pro-
ducts complex.

An irrigalion project Lo increase agricul-
tural preductivity 1n the State of Gujarat
in wesl central India will be helped by a

May, and 1n the fall, October Novem-
ber. Canadian businessmen who would
like the Trade Commussioners to assess
prospects for them for sales or pur-
chases should send full particulars of
their offers or requirements to the
Hong Kong office.

Senegal

J P Bell Commercia Secretary, and
J Filion, Assistant Commercial Se-
cretary, in Accra, Ghana, will visit
Senegal May 17-23.

Tarkey

Trade Commissioners in Ankara visit
Istanbul frequently. Canadian business-
men who would like the officers to
undertake assignments for them in that
city are invited to write to the Com-
mercial Divis'on Canadian Embassy,
Vali Dr. Resit Caddesi 52, Cankaya,
Ankara, Turkey.

loan of $35 mullion from the Inlernational
Development Association. Works 1o be
carried out for the Kadana project will in-
clude construction of a dam a1 Kadana,
on the Mahi River; expans'on of an ex-
1sting irrigation system from 350,000 acres
to 650,000 acres; construction of a new
system to serve about 50,000 acres; re-
modelling and expansion of drainage sys-
tems; laying water courses and field chan-
nels throughout the project area; levelling
of about 100,000 acres - and the upgrading
of existing roads and construclion of new
village and farm-1o0-market roads, lotallin
about 2,000 miles. Also included are train
ing facilities for farmers; groundwater 1n-
vesligations; a study of waler changes;
and a trial land-consohdation program.
The 1DA loan will be made to the Gov-
ernment of India, which will make the
funds available to the Government of the
State of Gujarat. The whole project 1s
scheduled for complelion by the middle
of 1975 at an estimated cos! of $98 millio
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Foreign

Exchange

Rates

These nominal quotations may help
exporters in checking prices, but

they should consult their banks before

making any firm commitments. When
more than one rate is shown, the

one to be used depends on the com-
modity traded. Information on the
rate for any specific commodity may
be obtained from the Office of Area

Rates used exclusively in non-merchandise trading are nor included 1n this table.

For conversion of column one to the U.S. dollar equivalent, multiply by 93.

To convert columin two, divide b

Relations, Department of Industry,
Trade and Commerce, Ottawa.

The mid market rates only are quoted,
except when buying and selling rates
are specified. The buying rate 1s that at
which banks purchase exchange from
exporters; the selling rate 1s that at
which banks sel! exchange to importers.

.

Value of

foreign currency

Value of

foreign currency

Country unit in Canadian dollar Country unit in Canadian dollar
and Canadian dollars  in foreign and Canadian dollars in foreign
Currency at February 27 currency units Currency at Febroary 27 currency units
A!geria Denmark
Dinar 1934 17 Krone L1431 6.98
Argentina* Dominican Republic
Peso (free) 3069 325 Peso 1.072 .93
Australia Ecuador
Dollar 1.204 L8305 Sucre (official) L0599 16.72
Austria (free) 0536 18.65
Schilling 0415 24,03 El Salvador
Bahamas Colon 4295 2,32
Dollar 1.072 93 Fiji
Belgium and Pound 1.232 .81
Luxembourg Finland
Franc L0216 46 2 Markka .2557 3.91
Bermuda France, Monaco, etc,2
Pound 2 2 .39 Franc L1934 5.17
Bolivia Franco-African
Peso 0006 11,06 Republics
Brazil Franc L0039 256.4
Cruzero (official free) . 2440 4,09 French Pacifict
Britain Franc L0107 93.44
Pound 2.581 .38 Germany
British Honduras D Mark 2507 3.43
Dollar L5369 1 86 Ghana
Burma New Cedi 1.056 .94
Kyat L2255 4.43 Greece
Ceylon Drachm L0359 27.93
Rupee . 1804 5.54 Guatem
Chile Quetzal 1.073 .93
Escudo (bank rate) .1024 9.76 Guyana
free) .0BB3 11.32 Dollar 3395 1 85
China, Republic of Haiti
New Taiwan Dollar Gourde .2148 4.65
(official) 027 37.04 Honduras
Colombia Lempira .5363 1.86
Peso (fixed 062 15.87 Hong Kong
Congo (K ns asa) Dollar L1770 5.64
Za 2.154 .4651 Hungary
Costa Rica Forint (official) .0921 10.85
olon 1620 6.17 Ieeland
Cuba Krona (officialy L0122 81.9%6
Peso India
Czechoslovakia Rupee L1425 7.01
Koruna .1489 6 1 Indonesia
Rupiah

*Peso recently revalued.
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Value of

Valne of

foreign currency

foreign currency

Country unit in Canadian dollar Country unit in Canadian dollar
and Canadian dollars  In foreign and Canadian dollars  in foreign
Currency at February 27 currency units Currency at February 27 curreacy units
Iran Peru

Rial 0142 70.42 Sol {free) .0248 40.65
Iraq Philippines

Dinar 3.006 .33 Peso (free) L2741 3.63
Ireland Poland

Pound 2.581 33 Zloty (fixed basic rate) .2 00 31
Israel Portugal & Colonies

Pound .3068 3.25 Escudo 03 5 26.66
Italy Saudi Arabia

Lira L0017 588 23 Riyal 2066 4 84
Jamaica Sierra Leone

Dollar 1.290 .6 Leone 1 502 .66
Japan Singapore

Yen L0030 333 33 Dollar L3506 285
Kenya South Africa

Shilling L1526 6,55 Rand 1 502 66
Lebanon Spain & Dependencies

Pound (free) L3329 3.00 Peseta .015 64 93
Malaysia Sweden

Dollar .2504 3.99 Krona 2061 4 85
Mexico Switzerland

Peso .0859 11.64 Franc . 2492 4 02
Morocco Syria

Dirham L2154 4.64 Pound (free 2819 355
WNetherlands Thailand

Florin .2947 3.39 Baht (free 0523 915
Netherlands Antilles Trinidad & Tobage

Florin L5687 1 5 Dollar .5363 1.86
New Zealand Tunisia

Dollar 1.204 .82 Dinar 2 044 48
Nicaragua Tuarkey

Cordoba L1534 6.51 Lira L1192 8.38
Nigeria United Arab Republic

Pound 3.017 33 Pound (official} 2 468 .40
Norway United States

Krone L1502 6.6 Dollar 1.073 .93
Pakistan Uruguay

Rupee L2255 4 43 Peso (free 0043 232.56
Panama Venezuela

Balboa 1.073 9 Bolivar (official free) 2389 4 18
Paraguay Yugoslavia

Guaram (free) 0086 116,28 D nar (official) 0863 11.61

1. There is no trading in Cuban peso 1n
U.S. or Canadian banks at present.

2. Franc is also used in French Guiana,

Guadeloupe and Martinique.

3. Chad, Central African Republic,
Congo (Brazzaville), Dahomey, Gabon,
Ivory Coast, Islamic Republic of
Mauretania, Niger, Senegal, Upper Volta,
Cameroons, Togoland, and Malagasy
Also Reunion, Comoro Islands, St. Peirre

and Miquelon.
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4. New Caledonia Ne Hebrides, French
Polynesia

5 Because of the complexity of the
Indonesian exchange rate system, 1t 1
wmpractical to quote a single repre-
sentative rate for the rupiah.

6. Approximately same rate for Portuguese
territories 1n Africa

7 Also used in Barbados, Leeward and
Windward Islands



Markets in Brief

Ecuador

Area: 175,851 square miles.
Population: 5,000,000 (1965 estimate).

Climate: tropical in the coastal areas, cool in the moun-
tains.

Language: Spanish; it should be used for all commer-
cial purposes.

Currency: sucre; official rate, one sucre equals Cdn,
$0.0596 (February 1970), Official exchange rate for im-
ports is fixed at 18 sucres to the U.S. dollar.

Foreign exchange and import controls: foreign exchange
freely available. Import of a substantial number of com-
madities is prohibited; all permissible imports require a
prior import licence.

Weights and measures: metric system.

Capital: Quito, on the equator at an altitude of 9,261
feet.

Chief ports: Guayaquil, Bahia, Manta and Esmeraldas
on the Pacific.

Marketing centers: (population 000) Quito 500, Gua-
yaquil 600, Guenca 150,

Economy: agriculture is the major industry and the eco-
nomy is dependent on the production of bananas, cacao,
coffee, rice and cattle. Oil exploration is becoming im-
portant.

Total Ecuadorian imports: 1965 U.S.$144.5 million;
1964—U.5.5138 million,

Chief imports: (per cent) 1965 machinery and trans-
port equipment 33.1, chemical products 15.5, metals
(including manufactured goods) 11.5, mineral products
{including oil) 8.7, textiles and textile goods 8.2.

Chief suppliers: (per cent) 1965 United States 39.2,
West Germany 12.4, Japan 6.3, Venezuela 6.2, Britain
5.7.

Value of imports from Canada: 1968 Cdn.$3.5 million;
1967 Cdn.$3.1 million.
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Chief imports from Canada: (Cdn . $°000) 1968 wheat
812, newsprint 600, commercial communications equip-
ment 396, asbestos milled fibers 163, prefabricated build-
ing structures 129, sanitary paper 123, writing and
reproduction paper 10].

Total Ecuadorian exports: 1965 U.S5.$117.7 million;
1964 U.5.3134 million.

Chief exports: (per cent) 1965 bananas 32, coffee 29.1,
cocoa 16.7, sugar 6.2, castor oil seeds 1.7.

Chief markets: (per cent) 1965 United States 55.2,
West Germany 13.3, Colombia 5.4, Belgium 4, Nether-
lands 3.5.

Yalue of Canadian purchases: 1968 Cdn.$8.5 million,
1967 Cdn.$8.1 million.

Chief Canadian purchases: (Cdn.$'000) 1968 bananas
7,993, cocoa beans 328, coffee, green 62, shrimps and
prawns 39.

Prices: quote only in U.S. dollars.

Usual credit terms: sight up to 190 days, the latter is
commaon,

Samples: duty-free if commercial value is less than U.S,
$40.

Visas: visa or tourist card required. Inoculations: small-
POX.

Trade agreements: most-favored-nation agreement with
Canada. Member of LAFTA and exchanges preferences
with LAFTA countries.

Documentation, customs tariffs, marking and labelling :
consult the Office of Area Relations, Department of
Industry, Trade and Commerce, Ottawa.,

Correspondence: airmail only; letters 15 cents per half
ounce.

For detailed information on this market write to: Latin
American Division, Office of Area Relations, Depart-
ment of [ndustry, Trade and Commerce, Ottawa, or
Commercial Secretary, Canadian Embassy, Apartado
Aereo 52531, Bogota, Colombia (airmail only),

FOREIGN TRADE



To the possible disappointment of the users, who prob-
ably have never seen snow, these 180 h.p. logging tractois
will be clear of the stuff by the time they reach their
destination. Part of a shipment of six from Canadian Cai
Fort William, they are on their way to West Africa wher
they will be working in 100 degree F. temperatures. Tt w-
15 to 20 degrees below zero when they were loaded n
Thunder Bay, Ontario.

This firm has had good success in the logg ng market 1n
New Zealand, Australia, South Africa, West Indies. South
America and Malaysia. Three of this last shipment are for

‘]IJ

Cameroon and three for the Congo. The Tree Farmer, as the
machine s called, 1s used for skidding logs out of the forest
or to a central clearing within the forest. Though it’s an all-
terrain vehicle, these particular ones will be used mostly on
haul roads.

The company works through regular dealers, who service the
machines and supply any parts that may be needed. Com-
pany executives maintain the personal touch by periodic
vistts. In fact some of them were on their way to Malaysia
when we last heard fr~m them
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