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1. Introductory

The use of trade policy as a tool for development
strategies and, more frequently, as a defensive and discretionary
wedge between developments in the international economy and
domestic economic growth has been traditional in Latin America
since the 1930s. However, since the late 1960s, and more so during
the 1970s, an increasing awareness of the importance of exploring
the possibilities open by a fast expanding volume of world trade
in manufactures made for important changes in the trade regimes of
the semi-industrialized economies in the regionl. National
experiences, of course varied, ranging from a few orthodox
experiments of fully fledged "tariffication" cum liberalization to
more controlled policies based on direct export incentives and a
selective elimination of the more glaring distortions of the

structure of protection on domestic producers’ static efficiency.

The notion that adjustment has to be made through more,
not less, trade involvement and a greater integration of the
region into the world industrial economy survived the sudden
external shocks of the early 1980s. Although the initial response
to the world trade recession and the debt crisis of the early

1980s was naturally defensive, the sustained recovery of world

1 For an enlightening review of the political economy of such
changes, see C. Diaz-Alejandro (1975).



trade in manufactures after 1982 and the need to avoid a
potentially binding foreign exchange constraint gave a renewed
impetus to more outward oriented policies. Thus, the design of
trade and exchange rate policies from the 1970s to the mid-1980s
has witnessed a number of interesting experiences. This study
reviews these experiences in a sample of semi-industrialized
economies of Latin America - Brazil, Chile, Colombia and Mexico -
and, as far as it may be, relates them to recent trade performance

as well as to structural changes taking place in those countries.

The study begins, in Section 2, with a description of the
evolution of the trade regimes in the four sample countries
through the 1970s and 1980s and their relation with the rapidly
changing international environment. In Section 3, the study
discusses the trends in trade performance and tradeability in
these four national economies, highlighting changes in
competitiveness, the direction and product composition of trade,
and in comparative advantage among different groups of products.
In the light of this empirical evidence, Section 4 addresses the
issues concerning the relation between trade policy, trade
performance and structural change. Finally, the main findings are

summarized in Section 5.

The evidence presented in the study tends to underline two
facts. First, that trade regimes certainly do influence trade
patterns and that exchange rate policy has an overwhelming

importance in shaping trade performance in these countries.



However, the impact of other policies - especially industrial
promotion - as well as of exogenous developments cannot be
minimised. Second, that structural change as usually measured by
changes in the sectoral composition of industrial value added is
extremely influenced by macroeconomic shocks usually bearing no
relation to trade policy and also by long run trends shaping the
process of integration of domestic manufacturing activities into

an increasingly internationalized world industrial economy.



2._Changes in the trade regimes during the 1980s

Although precise definitions of the trade regime - here
defined as including the exchange rate regime - are difficult to
establish?, most observers agree that its post-war trends in the
semi~industrialized economies of Latin America reveal at least
three distinctive features. The first two relate to the
determinants and the structure of import protection. One is the
relation of interdependence existing between major changes in the
trade regime and those of macroeconomic variables, as import
repression and the imposition of exchange controls were frequently
determined by external shocks affecting the balance of payments
position. The other is the traditional preference for quantitative
restrictions (QRs) and other trade impediments over real
devaluations in times of foreign exchange stringency. The third is
the increasingly important role played by export promotion schemes

since the late 1960s.

The Chilean case apart - where a drastic liberalization
experiment was carried out during the second half of the 1970s -
there was little change in these broad characteristics up to the
early eighties. The brutal schock represented by the collapse of
international lending in 1982 brought the traditional response of
increased degrees of import repression. This time, however, the

notion that external adjustment to the debt crisis has to be made

2 For an enlightening discussion see G. K. Helleiner (1988).



through more, and not less, trade involvement, implied that these
reactions were accompanied by sharp devaluations and an increased
awareness of the negative effect of the current degree and of the
structure of protection on export performance. This has led to
novel developments in the debate on trade liberalization and
export promotion in Latin America, to be discussed in more detail
in the context of the relation between trade policy and
performance and structural change in manufacturing in section 3

below.

The strenght of the drive towards import liberalization as
well as the emphasis on export promotion as part of the response
to the crisis in the four countries under study in this report
revealed a number of common features but also some interesting
contrasts related to different policy choices and the timing of
these choices. What follows is a brief summary of the evolution of
the trade regime in each country during the 1970s and its main

changes in the 1980s.



2.1. Brazil

The key instruments of the very active Brazilian trade
policy have not changed much during the 1970s and 1980s. High
tariffs, but with a large number of exemptions allowed by a heavy
reliance on ad-hoc QRs, as well as export promotion schemes have
been present over the years. In addition, there has been a strict
connection between the height of trade barriers and the state of
the balance of payments. The same is true of exchange rate policy,
a crawling peg being consistently adopted since 1968. Indeed, a
crucial feature of the Brazilian trade regime during the 1970s and
1980s has been the success in preventing exchange rate
appreciation as usually observed in other countries-’ experiences.
The only significant overvaluation episode ocurred in 1981, during
a failed attempt to break inflationary expectations through fixing
the nominal exchange rate, and was quickly reversed as the
payments crisis of the early eighties prompted a series of

devaluations.

However, there were some changes in the intensity with
which commercial policy instruments operated during this period.
As regards import protection, after 1975 there was a clear
reversal of the steady movement towards liberalization begun in
the late 1960s. The balance of payments strains created by the
first oil shock brought tariff hikes, a stiffening of administered

import controls and the creation of new "special regimes" for



10

priority imports through which tariff exceptions and rebates were
granted on an ad-hoc basis3. From 1979, the impact of the second
0il shock was compounded by that of the onset of the debt crisis,
producing again a marked deterioration of the country’s payments
position and bringing in a new round of tariff increases and

administered trade restrictions.

The most effective restriction enforced after the second
0il shock was the granting of powers to CACEX, the agency issuing
trade licences, to suspend discretionarily the issuance of imports
licenses for all imports - except those under draw-back
arrangements and LAIA agreements, imports for the Manaus Free Zone
and government purchases?. The stringency with which it was
exercised varied markedly with the balance of payments position,
although it is very difficult to capture quantitatively the extent
of CACEX control, basically because bureaucratic harassment is not
usually accounted for in measures of coverage of non-tariff
barriers. It is reasonably accurate to say that, until very
recently, all non-oil imports were subject to CACEX scrutiny, on
top of more conventional product specific quantitative
restrictions, which covered 56% of Brazilian tariff items in
1984°, Moreover, there are outright prohibitions, which were made

extremely severe following the 1982 payments crisis, but have

3 For a detailed description of the evolution of the Brazilian
trade regime during the 1970s, see M.F.P. Dib (1985, pp 43-60).

4 H. C. Moreira & A. B. Araujo (1984, p. 38).
® H.C. Moreira & A.B. Aratdjo (1984, p. 38).
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recently been relaxed. Substantial cuts in the number of products
subject to import prohibition were made in November 1988, reducing
the list from 2300 to some 1000 items, and the authorities aim at

reducing it to 300 within the next couple of years.

Regarding tariffs, the distinguishing features of the
Brazilian system are the high "legal" rates of effective
protection and the importance of "special regimes" and exemptions.
According to this system, although imports are subject to very
high tariffs,importers invariably apply for tariff exemptions or
reductions and most of the applications are effectively granted.
As a result, a large difference appears between the legal tariff
rates and the ones effectively practiced, i.e., the "true" or de
facto levels. This can be seen in Table 1 showing figures for
legal and true sectoral rates of effective protection for 1976 and
1984. Indeed, the very low levels of true effective protection
practiced in 1984 by no means indicate that Brazilian industry is
exposed to international competition. It serves only to illustrate
the extent of tariff exemptions granted under the special import
regimes, and that protection in Brazil is mostly undertaken
through administered quantitative restrictions. Some effort has
been made more recently to simplify bureaucratic steps, reduce the
number of "special regimes" and the extent of "redundancy" in the
tariff structure. Though with little significance as regards the
levels of protection effectively practiced, these measures should
contribute to increase transparency and reduce the symbiosis of

business interests and regulators in the administration of



protection - especially as regards the application

"similarity" law.®

Table 1
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Brazil: Effective rates of protection, 1976-1984

of the

All manufacturing
Light manufacturing
Food
Textiles
Heavy industry
Paper
Chemicals
Non-metallic minerals
Metallurgy
High tech
Machinery
Transport equipment
Agriculture

Source: H. C. Braga et al. (1988, p.

in total value added.

Finally, a word should be said regarding the export

47). Aggregated using shares

promotion schemes, Progressively implemented from the second half

of the 1960s. These schemes have taken a variety of forms

including exemptions from value added and income taxes and access

to subsidized financing, whose relative importance has changed

over the years. The usually accepted justification for such

® Within the realm of Brazilian law,
be subject to an exam to assess the e
"similar" national products.
by the presentation of a prot
The exam is carried out by a
with the businesses associati

any imported product should
xtent to which one could find
If this can be proven - for instance
otype - then the import is forbiden.
CACEX expert chosen in conjunction
ons involved.
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incentives is the fact that they should offset the cost pressures
derived from the structure of protection, and the structures of
protection. Indeed, it has been shown recently that the structures
of protection and incentives to exports are significantly

correlated”’.

Interestingly, the absolute value of the mix of these
incentives have varied little during the 1970s. The value of all
exemptions and subsidies conceded in 1970 as a percentage of the
value of exports was estimated as being of the order of not less
than 53% - of which 7.5% corresponded to credit subsidies, 13.5%
to tax credits and 31.7% to tax exemptions - and about 62% by
19798, In this same year, however, following pressures by the Us,
the Brazilian government agreed to discontinue its export subsidy
programme. The value of tax rebates and subsidies fell to under
37% of exports in 1980 but, as balance of payments problems
recurred, rose again to 69% in 1982 and only then began to fall

significantly®?.

Since then, in Brazil as in some of the other countries
studied in this report, the programmes of import-to-export have
become increasingly important. This is especially true of the

BEFIEX programme, through which firms sign multi-year agreements

R. Baumann (1985, pp. 66-67).
R. Baumann & H. C. Moreira (1987, p. 484).
Idem.
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establishing commitments as regards export performance in exchange
for gaining access to imported intermediate inputs and capital
goods at international prices, thus circumventing otherwise
insurmountable obstacles imposed by "similarity" examinations and
prohibitive tariffs. Between 1980 and 1984, 23.2% of the Brazilian
manufactured exports were made by firms in the BEFIEX programme.
In 1985 this share rose to 34.5% and in 1986 to around 40%,

corresponding to an export value of nearly US$ 7.0 billionlO,

2.2. Chile

In the mid-1960s, Chile was one of the first semi-
industrialised economies of Latin America to embark on active
promotion of non-traditional exports and to adopt measures aimed
at eliminating the most glaring distortions created by previous
import substitution policies. However, the hallmark of the Chilean
recent experience in trade policy is undoubtedly the radical
import liberalization strategy followed between the end of 1973
and mid-1979, which has only been temporarily reversed since 1982.
Although initially set as a moderate reform, aimed at eliminating
discretionary quantitative restrictions and other non-tariff
impediments, and reducing maximum tariff rates from over 200% to
60% over a period of three years, it ended up in 1979 as a drastic
overhaul of the structure of protection which has been correctly

classified as an "effective liberalization of imports to a degree

10 R. Baumann & H. C. Moreira (1986).
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unprecedented in modern economic history, either in Chile or in

any other semi-industrialized economy"11,

The reform was carried out in two steps. During its
initial period, starting at the onset of the military government,
and lasting until August 1977, non-tariff restrictions were
eliminated and practically all tariffs reached the 10% to 35%
range with a 20% average. However, three months later the
government announced a further policy change, targeting an uniform
rate of 10% for all imports, which was effectively implemented by
mid-1979. It is also important to note that, although the reform
was announced as compatible with continued membershipkof the

Andean Pact integration scheme, Chile abandoned it in 1976.

The time pattern of the tariff reductions, which cut the
rates of effective protection from 151.4% (with a standard
deviation of 60.4%) to 13.6% (with a standard deviation of 1.7%),
are shown in Table 212, It can be seen that, in a span of a little
more than five years, the Chilean liberalization strategy replaced
a structure of protection showing maximum tariff rates of 220%,
import deposits with a rate of 10,000% charged on over half ot the
country’s actual imports and outright import prohibitions, by a
flat tariff rate of 10%, which is unusually low even in relation

to tariff peaks in developed countries.

11 R. Ffrench-Davis (1984, p 51).
12 g, gEdwards & A. C. Edwards (1987, pp. 112-114).
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Table 2
Tariff liberalization in Chile: 1973-1979 (% rates on CIF values)
Date Maximum tariff Modal tariff Average tariff
12 Dec. 1973 220 90 94
03 Mar. 1974 200 80 90
27 Mar. 1974 160 70 80
05 May 1974 140 60 67
16 Jan. 1975 120 55 52
13 Aug. 1975 20 40 44
09 Fev. 1976 80 35 38
07 Jun. 1976 65 30 33
23 Dec. 1976 65 20 27
08 Jan. 1977 55 20 24
02 May 1977 45 20 22
29 Aug. 1977 35 20 20
03 Dec. 1977 25 15 16
Jun. 1978 20 10 14
Jun. 1979 10 10 10

T D D D D s e e s s s e s, i s S T S —— — — ——— ———— — T ——— — T — — —— —— — — —————————

Note: Dates are those in which legislation altering custom tariif

rates was passed between December 1973 and December 1977, when the
authorities issued a decree establishing monthly adjustments until
June 1979. Tariff rates do not include tariff exemptions applying

to free zones and imported inputs for export activities.

Source: R. Ffrench-Davis (1984, Table 2.1, p. 54)

However, to assess the strains experienced during these
years by producers of import substitutes, changes in trade policy
tell only part of the story, as real exchange rates underwent
major appreciations during crucial phases of the trade
liberalization experimentl3. Up to April 1975, little pressure was
felt as there was excess protection to be eliminated and the

exchange rate depreciated markedly, more than compensating for the

13 For an enlightening analysis of this aspect of the Chilean
liberalization experiment, see R. Ffrench-Davis (1984).
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tariff cuts as shown in Table 3. From mid-1975 to mid-1977,
however, the situation changed since not only the fall in nominal
tariffs was accelerated but also as the exchange rate was
progressively revalued. Thus, a reduction of 30 percentage points
in the average tariff rate meant a 50% fall in the average cost of
dollar imports during this period. The pressure on domestic
producers was relieved since mid-1977 when a real dollar
depreciation roughly compensated the effect of the final round of
tariff cuts over the whole period, although with non negligible
fluctuations in the cost of dollar imports within it. The end of
the tariff cuts by 1979 would not mean the end of adjustment
pressures, as the fixing of the nominal exchange rate as part of a
new macroeconomic policy package failed to bring domestic
inflation rates in line with world rates, leading again to a sharp
real appreciation during the three years in which the monetarist

experiment lasted.
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Table 3
Cost of dollar imports in Chile: 1973-1982 (1977 pesos per 1977

Percentage Average nominal

exchange ratex* Average total
Phase Date change tariff exchange rate*x*
October 73 94% 39.50
I 67.5%
April 75 52% 51.85
ITI =-39.2
July 77 22% 25.30
IIT 12.7
June 79 10% 25.71
Iv =-39.9
June 82 10% 17.25

* Nominal exchange rate deflated by the CPI.

** Obtained by multiplying the exchange rate in each date (not
shown in the table) by one plus the average nominal tariff in that
date.

Source: R. Ffrench-Davis (1984, Table 2.2, p 56).

Since the debt crisis, there was a marked reversal in
exchange rate policies as part of the external adjustment effort.
Following a sharp devaluation in 1982 which brought the real rate
to levels of the beginning of the liberalization programme, the
exchange rate has been steadily devalued. The external shock also
caused import protection to rise for the first time since 1973.
Tariff surcharges were imposed, bringing the average rate to 35%
and "excessive" import penetration was increasingly fought with
ample use of countervailing duty actions, mostly aimed at other
Latin American suppliers. This protectionist movement peaked in
1984 and since then the uniform tariff rate has again declined to

15314,

14 3. Nogues & S. Laird (1988, p 4).
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2.3. Colombia

In Colombia, it has been observed that up to shortly
before the 1982 crisis the country enjoyed its most liberal trade
regime of the post-war periodl®. This was the climax of a
liberalization trend initiated in the late sixties which suffered
no major set-backs throughout these years. Indeed, as shown in
Table 4, there was an impressive liberalization trend during 1971-
82, when tariff rates were cut by half and QRs have had their

coverage sharply reduced.

Table 4
Colombia: indicators of import repression, 1971-1987

Average nominal Imports under Imports Licenses
Year tariff (%) free licensing#* forbiden* denied**
1971 51.9 3.4 l16.2 -
1978 30.5 52.8 - 1.9
1982 25.9 70.8 - 7.5
1984 41.7 0.5 16.5 30.1
1987 52.0%%% 37.8 1.1 34.8
1989 30.0 38.7 1.1 3.8

* Percentage of items of the tariff schedule.

** Licenses approved as a percentage of requests.

*%*%* Data refer to 1985.

Sources: J. A. Ocampo (1986, tables 1-6); R. C. Ldépez & L. A. T.
Castro (1987, p. 49) and L. Villar (1989, tables II.4, II.5 and
IT.6).

It is interesting to observe, however, that import

liberalization was not in fact an explicit policy objective of the

15 J. A. Ocampo (1988, p. 2) and A. Martinez Ortiz (1986, pp.
112-114).
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three successive administrations that pursued itl®. That
reinforces the impression that the liberalization was mostly a
consequence of the comfortable balance of payments position
enjoyed by Colombia during these years, as indeed hinted by many
authorsl?. 1t is suggestive that a major feature of this
liberalization episode was that the ranking of sectors according
to the levels of effective protection was not significantly

altered up to 198118,

An equally impressive reversal of the liberalization trend
is observed in 1982-84, when levels of trade repression comparable
with those of the late 1960s were enforced. Tariffs were rapidly
increased and the free licensing system practically disappeared,
as seen in Table 4. Simultaneously the government recreated an
import rationing mechanism through which a given quota of foreign
exchange was placed at the disposition of INCOMEX, the trade
regulation authority, which would examine importers’ requests.
Aproximately a third of all requests, mostly from the private
sector - as government imports were granted preference -~ was

blocked, as shown in Table 4.

An interesting feature of this recent period of acute

import repression was the growing importance of "special regimes"

16 5. a. Ocampo (1986, p. 6).

17 see for example J. A. Ocampo (1986); A. Martinez Ortiz (1986)
and R. C. Ldpez & L. A. T. Castro (1987).

18  A. Martinez ortiz (1986, p. 112).
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for imports. As in the case of Brazil discussed above, the
existence of such special regimes introduce significant
differences between the levels of effective protection as measured
from existing tariffs and those effectively practiced. While the
differences between the two were insignificant in 1979 (an average
level of 43%), in 1984 "legal" effective protection was 71.4% or
nearly twice as much as the effectively practiced level of 36.2%.
In 1985 this difference would be reduced to 52% and 37%
respectively, and stayed at around this level. These exceptions
were mostly connected to government imports, food imports, and to
those under the Plan Vallejo, i. e. imports to be used as inputs
for exports whose importance has been substantially increased in
recent years. In 1988, no less than 62% of Colombian non-
traditional exports have been made under the Plan vallejol?. as
in other countries, the need of access to imported inputs at
competitive prices for manufacturing for export represents a
powerful inducement to lower existing protection rates. Tariff
rebates were also granted to imports from LAIA countries and more

generally to imports to "infant industries"20,

As in the case of Brazil, Colombia has a successful record
in terms of exchange rate management, having avoided large and
protracted real rate swings during the 1970s and 1980s. Late in

1984 new measures on the macroeconomic front signalled a major

19 1. villar (1989, table II-10).
20 gee R. C. Lépez & L. A. T. Castro (1987, passim).
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change in the orientation of Colombian external adjustment towards
a heavier emphasis on demand management and on a real devaluation
of the currency. Indeed, the peso was significantly further
devalued in real terms - from levels of 115 in 1982 (1980=100) and
104 in 1984, to 91 in 1985 and 63 in 198621 - and the domestic
activity level experienced a slow down. On the other hand,
following pressures from the World Bank, the government accepted
to undertake a gradual liberalization effort, mostly through draw-
back mechanisms and on inputs for non-traditional exports, but
also affecting more generally QRs and tariffs22, The net effect of
these measures in import penetration ratios, however, is as yet

hardly perceived?3.

21 5. Laird & J. Nogues (1988, p. 9).
22 Idem, p.l2.
23 g, a. Ocampo (1988, p. 13)
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2.4. Mexico

The connection between the state of the balance of
payments, the value of exchange rate and the evolution of trade
policies during the 1970s and 1980s is crucial in the Mexican
case. As a result of the o0il discoveries at the time of the price
boom and the sharp increase in foreign bank lending, the Mexican
economy experienced prolongued periods of exchange rate
overvaluation from the mid-1970s. In fact, except for 1976-77,
when a number of devaluations were enforced, the whole period up
to 1982 witnessed an overvalued exchange rate which had effects
similar to what is commonly referred to as a "Dutch Disease"

pPhenomena, as it will be discussed in detail in Section 4.

Overvaluation was the major cause of the failure of
liberalization attempts in manufacturing before the debt shock.
This was especially true of the attempts made in 1976-77, when the
combination of devaluations and oil discoveries improved the
prospects of the external sector very significantly, and some
liberalizing measures could indeed be entertained?4. However,
overvaluation would develop and the liberalization tendency would
fail to be established. As shown in Table 5, although the coverage
of QRs (mostly administered prior permits) was reduced to a
significant extent in terms of tariff items, the opposite result

obtained when the percentage is computed in relation to import

24 B. Balassa (1983, p. 804).



24

values. As a result, effective rates of protection remained high
over the 1970s: for capital goods and consumer durables it was 77%
in 1970 and 128% in 1980 and for intermediates it was 17% and 43%

respectively. 25

Table 5
Mexico: Indicators of import repression, 1970-1986 (in %)
Average nominal Trade weighted Controlled Controlled
tariff items imports
year tariff nominal tariff as % of total as % of
import value
1970 n.a. n.a. 65 59
1978 n.a. n.a. 43 63
1981 26.8 18.3 26 73
1983 23.8 8.2 100 100
1984 23.3 8.6 65 61
1986 22.6 13.1 8 35
1987 9.0 6.7 6 16

Sources: N. Bucay & E. Perez Mota (1986, table 13); F. de Mateo
(1986, p. 17) and N. Lustig (1989, table 7).

With the deterioration of the country’s payments position
after 1981, Mexican trade policy passed through two distinct
phases. During the first, which correspond to the reaction to the
abrupt external shock lasting up to 1983, trade controls were
reinforced and the real exchange rate depreciated sharply from a
level of 114 in 1981 (1980=100) to 72 in 1983 as can be seen in
tables 6 and 7 below. Since then, to the policy of undervalued

exchange rates was added a clear compromise with import

25 N. Bucay & E. Perez Mota (1986, table 11).
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liberalization and very active export promotion policies. As
regards import protection, QRs coverage was sharply reduced in
1985, as shown in Table 6, and underlying the new commitment to a
more outward oriented trade regime following her accession to the
GATT, effected in August 1986, Mexico signed protocols to reduce
the use non-tariff barriers of various sorts, to impose ceilings
of import duties in many products (no higher than 50%) and, by

end-1987, had cut the maximum de facto tariff rate to 20%26.

Equally impressive has been the extension of export
promotion policies. Like most other Latin American countries
Mexico established a variety of export promotion schemes from the
early 1970527, whose operational characteristics were not
significantly altered up to the early eighties. Their
effectiveness, on the other hand, was substantially reduced by the
very high rates of effective protection and by the consistently
present overvaluation of the currency. An important indication of
the extent to which effective protection acted upon exports is
provided by exports performance of the maquiladora industry
which, created in the late 1960s, claimed 17% of Mexican
manufactured exports and 11% of industrial employment in 198528,
In recent years, however, Mexico implemented a series of powerful

export promotion incentives related basically to imports used in

26 5. Laird & J. Nogues (1988, p 7).
27 For a review see B. Balassa (1983).
28 N. Bucay & E. Perez Mota (1986, p. 7).
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exports. The main instrument among these incentives was the DIMEX
plan which stipulated that a fraction of the value of a given
firm’s exports could be freely imported. A variety of draw-back
and import-to-export benefits were implemented within specific
sectoral programs with far-reaching effects on the economy’s
export propensity. An interesting innovation was the introduction
of the "Domestic Letter of Credit" in 1985, through which domestic
suppliers of exporters - the so-called "indirect exporters" -
could have access to subsidised credit and, more importantly,
imports of inputs at international prices through a newly created
programme (PITEX)22. It was estimated, for instance, that the
anti-export bias - the percentage difference between value added
at domestic prices and at prices faced by exporters - has been

reduced from an average of 41% in 1980-81 to minus 30% in 198530,

29 According to a survey of exporters’ opinion, the PITEX was
considered the single most important export promotion instrument
in place. V. Urquidi et al. (1987).

30 F. de Mateo (1986, p. 19).
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3._Changes in trade patterns and performance in the 1980s.

This section describes the trade performance of the four
sample countries from 1970 to 1985 - the latest year for which
compatible trade and production data were available for all
countries - with the aim of identifying long term changes in
tradeability, geographical and commodity patterns of trade,
competitiveness and comparative advantage ocurring during this
period, and the changes provoked by the recent adjustments to the

debt crisis.

Sub-section 3.1 describes the evolution of tradeability as
measured by export and import propensities at different levels of
aggregation. In sub-section 3.2, the patterns of regional and
product diversification of exports and imports of the four
countries are discussed, with a closer look at the behaviour of
trade in manufactures. In sub-sections 3.3 and 3.4, two different
measures are used to highlight different aspects of the evolution
of trade performance in each of the four sample countries, also
with special emphasis on manufactured trade. First, a
"competitiveness" indicator is used. This is a trade cum
production index assessing a given industry’s outward orientation
in both exports and imports, controlling for the size of the
domestic market in each industry. Second, a comparative advantage
indicator is presented, showing the extent to which different
industries within a country performed with respect to each other -

thus shaping the pattern of international specialization in each
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country - also controlling for country size31l, Finally, the

conclusions of this section are summarized.

3.1. Changes_in tradeability

The progressive but substantial changes affecting the
trade regimes of the four countries during the 1970s, together
with exogenous influences to be considered in Section 4.3, had an
important effect on their patterns of trade. However, the pace of
change accelerated in more recent years, especially in the heavily
indebted countries (Brazil, Chile and Mexico), when the dramatic
adjustment effort required by the sudden drop in foreign financial
flows to Latin America since 1982 forced sharp swings in their
export and import propensities. A striking illustration of this
recent change is provided by Table 6, which shows the increase in
net exports as a proportion of GDP, reflecting recent changes in
trade regime, as decribed above, and a generalized fall in
activity levels since the early 1980s. The figures also illustrate
the difference in the adjustment effort - and, thus, in changing
tradeability - between relatively debt-free Colombia and the other

three large debtors.

31 Both indicators follow the methodology developed in G. Lafay
(1988) and G. Lafay & C. Herzog (1989), and presented in some
detail below.
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Table 6
Trade balance as proportion of GDP: 1970, 1980 and 1985 (in %)

Brazil - 0.2 -0.3 5.0 239766 - 797
Chile 3.8 -1.6 6.7 27571 - 453
Colombia -1.5 -2.1 -1.7 33395 - 717
Mexico - 3.5 - 2.2 5.3 186331 - 4123
Four countries - 1.2 - 1.2 5.1 - -

Sources: See tables 10-13.

These recent changes must be seen, however, as reinforcing
longer term changes in tradeability taking place with varying
intensity in all the four countries under study as a response to
both structural factors shaping comparative advantage as well as
the greater neutrality of incentives to the production of
tradeable goods followed since the late 1960s after several
decades of strong import substitution policies. Moreover, it is
important to note that these longer term changes in tradeability
reflect adjustments in both export and import propensities.
Regarding exports, one may safely speak of a longer term trend
towards a more pronounced outward orientation in all the four
countries covering. 1In all the four countries, for the whole
1970-85 period, exports in constant (1986) dollar prices grew
faster than GDP. However, export performance varied over time,
with volumes growing faster during the 1970s for all the sample
countries. Nevertheless, with the marked slowdown in output growth
in the 1980s, the group’s export propensity went on rising in the
present decade: the aggregate export to GDP ratio for the four
countries rose from 8.6% in 1970, to 10.1% in 1980 to 13.1 in

1985.
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There were also marked variations in export performance
across countries, and over time for a given country. As shown in
Table 7, Colombia has a less impressive performance than the other
three throughout the 1970-85 period, while chile experiences a
sharp slowdown in the 1980s. Only Brazil and Mexico show a

consistent high growth rate of exports over the whole period.

Table 7
Quantum indices of trade and output for the four sample countries
at 1986 prices: 1980 and 1985 (1970=100)

Exports 258 389 265 290 183 197 223 323
Imports 225 126 162 105 189 175 280 164
GDP 230 250 128 126 171 190 189 205

Source: IDB (1987, pp. 440, 442).

Table 7 also suggests that there was a substantial
adjustment in import propensities over the whole 1970-85 period.
Differences between the 1970s and 1980s are, however, extremely
marked as regards the behaviour of imports. After growing at
relatively high rates during the 1970s, the volume of imports
experienced sharp decreases in all the sample countries during the
present decade, as the larger part of the initial adjustment to

the post 1982 payments strain was bore by imports.

A richer picture of the extent of the growth of export

propensities and of import substitution - measured by imports as a
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proportion of apparent consumption - in each of the four countries
between 1970 and 1985, both for aggregate trade flows as well as
for trade in manufactures at a sectorially disaggregated (ISIC 3-
digit) level, is presented in Tables 8 to 11. Note that these and
other tables to follow consider selected ISIC three digit branches
and a three-way grouping: "Light manufacturing" including ISIC
groups 31, 32 and 33; "Heavy industry" including groups 34 to 37

plus 381 and "High tech" comprises groups 38 and 39 without 381.

In spite of the fact that these ratios are computed from
data in current prices and can thus be distorted by variations in
the terms of trade, the observation of the long term changes in
export propensities of the four countries clearly reveal a marked
upward shift for the heavily indebted countries (Brazil, Mexico
and Chile) in the eighties, led by manufactured exports, which is
not replicated in the Colombian case. Although the share of
imports in total demand exhibits, as expected, a falling trend in
the eighties for the four countries, there is still a wide gap
between its level for individual countries, reflecting the
differences in trade regimes during the 1970s. While Brazil, which
followed a conscious import substitution policy concentrated in
some intermediate and capital goods, reduced its import to
apparent consumption ratio in manufactures to around 4% in the

mid-eighties, import liberalization in Chile brought the same
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TABLE 9

COLOMBIA

Indicators of Tradeability

197¢ 1975 1980

Exportes to Output Ratio (1)
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Food Group 2.74 7.84 5.84
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TABLE 10

MEXICO

Indicators of Tradeability
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CHILE

Indicators of Tradeability

Evporte to Output Ratio (2!
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ratio to a level five times as high as that, even after the
considerable import adjustment undertaken since the beginning of

the present decade.

Country by country analysis highlight important
peculiarities of the evolution of tradeability in each particular
country. In the case of Brazil during the 1970s, although the
aggregate export propensity remained stable, it fell for
manufactures as a whole, in spite of a stable or rising’share of
exports in almost all manufactured groups, as a result of a sharp
drop in the export propensity of the food group in the first half
of the decade. The unsteady behaviour of the aggregate import to
consumption ratio reflects a tension between the opposite effects
of the two o0il price hikes and the strong import substitution
effort in intermediate and capital goods made by Brazil as part of
a strategy of structural adjustment to these shocks. As can be
seen in Table 8, structural adjustment in some sectors, such as
paper, chemicals, metallurgy, and most capital goods’ industries
was impressive indeed and ocurred in paralell to a rise in export

propensity in these very sectors.

The Chilean case shows a clearly rising trend in export
propensities since the first half of the 1970s, driven by the
rapid growth in the large food and baper groups - although the
share of exports in total output of the capital goods sectors also
rose steadily, a trend which was strongly reinforced in the case

of transport equipment in the 1980s. In relation to the behaviour
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of the import-consumption ratio, the most striking development is
he rapid rise in manufactured goods, led by light consumer
manufactures, during the period of high peso appreciation in the
second half of the 1970s and lasting to 1981, but which has since
then been reversed. Still in relation to the import ratio, an
interesting and distinctive feature of the Chilean case is its
continuous rise and current high level in the capital goods

sectors, including transport equipment.

In Colombia, very little change in aggregate export
propensities can be observed either during the 1970s or in recent
years. Even at a more disaggregated level marked trends are hardly
visible, but for a fall in light manufactures since the mid-1970s.
The same is true of aggregate import ratios. However, at a more
disaggregated level, one can note a slightly declining trend in
intermediate and capital goods industries which seems to have

accelerated in recent years.

Mexico also presents a stable and small export coefficient
of around 4% throughout the 1970s followed, however, by a
remarkable rebound after the debt shock to around three times as
much by the mid-1980s, with growth concentrated in non-traditional
sectors and particularly in capital goods. As in the Chilean case,
import ratios grew substantially in the years of oil and foreign
credit bonanza before the debt crisis, a trend which have by now

been reversed.
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3.2._Changes in the geodgraphical and commodity patterns of trade

The picture of the growth of trade and outwardness in our
sample countries presented above should be complemented by an
analysis of their changing geographical and commodity patterns of

exports.

The analysis of changes in the direction of exports seems
to indicate the determining influence of global macroeconomic
fluctuations affecting relative levels of activity growth in main
trade partners since the early 1970s, as well as the post-1980
sharp dollar appreciation against other key-currencies in shaping
the trend variations observed in Tables 12 and 13. Indeed, in
spite of the wide swings in the terms of trade between primary and
manufactured products witnessed during the 1970s and 1980s, the
data show little difference between changes in the direction of
total exports vis a vis manufactured exports. The more striking
change between 1980 and 1985 is a sharp reversal of the secular
fall in the share of the American market for all countries,
reflecting the rapid post-1983 US recovery and dollar

appreciation.

There is little sistematic change in the small share of
the centrally planned economies, the bulk of the increase in the
rise of the US share being explained by a fall in the relative
importance of the other market economies. Reflecting the

relatively slower growth of developing countries within the latter
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TABLE 12

Direction of total exports : 1974-85 (X of total in each year)

1

! ! ! 1

! MEXICO ! BRAZIL ! CHILE ! COLOMBIA !
! Dest ination ! ! ! !
! 1974 1975 3] 1985 ! 1970 1975 1986 1985 ! 1970 1975 1984 1985 ! 1970 1975 1796 35~ T
—— — ———— - ——— —— et & _
1 ! ! ! !
[ ! ! ! !
! ! ! ! !
! ush 70.251  61.431 45.841 98091 ! 24,487 15427 {7,971 74N ! 14,261 8.1 98X 2211 ! 36,437 3.9 .91 R.BIY !
1 ! ! ! !
! Rest of O(CD 18,321  20.431 f2.977 28.891 ! 53.841 7.5 38591 .3 ! 72041 61.34Y 51,261 48941 ! U1 43347 K97 2L !
! ! ! ! [
! Centrallu Plan. Feon.  0.31X {451 0921 0941 ! 4581 9571 7451 T ! 0.150  1.261 2.7 AT ! 4881 2.281 3t 2541 !
! ! ! ! !
! Other Latin Ameritan 10497 15,417 6.6 6791 ! f1.741  15.791 {4841 9.271 ! 11,311 23,761  24.2417  fA.M% ! 14,057 21.881 17,741 {4,491 !
! ! ! ! !
! fecl of the ¥orld 6,407 1,307 13.53 5.3 ! 5.487  11.497 21.761 18.547 ! f.260 5,297 41.987 1e.Bé1 ! f.261 0522 6.5 42817 !
| ! ! | |
! WRLD 100,001 100001 1M.6 1H.01 ! 160,07 (M. M1 {H.H1 16047 ! 160.07 1. 12 {0007 1001 ! 1.0 160,007 1.1 100047 !
| ! ! ! !
! ! ! ! !
! !
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e 13

Direction of manufactured exports (I of total in each uear)

| HEXICO | BRAZIL

A CHILE ! COLOKBIA '
! Dastination | ! ! 1
! {976 {975 1988 1985 | {974 1975 1980 1985 ! 197¢ 1975 1984 1985 ! 1979 975 {960 1985
: | \ _
i ] | i 1
! ! ! ! |
! [t §9.881 57.37T1 81730 69341 ! 28.497 15.831 18.761 38261 ! 13,791 6.561  9.941 {8591 ! 79.551 33.B71  26.391  30.e61 !
! ! ! ! !
l st af OECD 14,537 18.421 23241 2f.fal ! 7.8 970 38761 33.631 ! 74,431 62,4917 393.551  Se.iE1 ! 43,477 42,490 SR.el 4398l !
. | ! ! '
! Centralle Plan. Econ. #2827  2.031 0731 {.280 ! 8741 44317 6791 ! 9.451  f.291 3.1 S b 4811 f.761  2.841 {73 !
! ! ! ! |
! Gther Latin Aserican 10077 12,291 472 331! 10.997 15.377 {4541 7991 ! 7.981  14.561 {1.461 8.1 ! 8.51 17.371 {458 ff.5ar !
! ! ! ! !
! g2t of the Yorld 5.4 9.691  9.4/1 494 ! 8,277 .31 3541 AT ! 4,047 12,907 21.841 7.2 ! 3.921 4.5 4.8 7MLt
| ! ! ! . |
! SOR1.0 160007 100,007 (40.800 f00.801 ! £00.007 100001 108.M01 f00.081 ! £00.601 00007 166,001 {04001 ! 100,007 100,907 {04,901 !

! ! [ t !
| ! ! ! 1
o s o e |
Notet Aunufactures defined as all ISIC 3-digit categories.

Source! World Bank Database
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group in the 1980s, this fall is particularly dramatic against
trade partners in the South, being especially concentrated in
intra-Latin American trade in the case of the three South American

economies in the sample.

A glance at Table 14, showing the time pattern of the
commodity composition of exports, reveals a general increase in
the share of manufacturing exports between 1970 and 1985, but the
time patterns and the extent of diversification vary across the
sample countries. In Brazil one sees a strong and steady rise
throughout the whole period. In Chile and Colombia diversification
towards a higher share of manufactures in the value of total
exports is concentrated in the 1970s, while the Mexican experience
reflects the strong influence of o0il discoveries during the period
of rising prices on her patterns of specialization in the 1970s,
and the recent readjustment based on strong incentives to

manufactured exports.

The evolution of the commodity composition of imports,

shown in Table 15, reveals a general trend of import substitution
in the 1970s, if account is taken of the distortion introduced by
the impact of the second oil price shock in the case of Brazil.
Patterns of change in the eighties are less marked except in the
case of Brazil, where there is a strong fall in the share of oil
imports following changes in relative oil prices and a rapid rise

in domestic off-shore production.
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e 14
Coannodity Cosposition of trades{97,1988,1985 (X share in total trade)
EXPORTS

fomm mm oo oo fommmmm e e e oo e ! fmmmm oo oo !
1 ! ! 1 1
! BRAZIL ! CHILE ! COLOMBIA ! NEXICO !
1 ! ! ! !
! 197¢ 1908 1985 ! 197¢ 1984 1985 ! 197¢ 19C0 1985 ! 1979 198¢ 1985 !
-mee e 1--- oo eee fommmaeoas ---- 1 mmmmmmmmmmmooomooooooeooooo !
1 ! 1 1 !
1 TOTAL TRADE 10000 {0080 fec.08 ! 100.00  109.68 100,80 ! 100.00  100.00  100.09 ! 10000 03,00 {00.00 !
1 ! ! 1 !
! ! ! ! !
| HANUFACTURES 1438 36.59  45.28 ! 4.59 9.7¢ 7.4 ! 8.07 2844 19.2¢ ! 32.68  14.46 18.83 !
1 [ 1 ! !
1 ! 1 ! !
1 NON-HANUFACTURES B5.62 1.4 93.82 ! 95.41 99.3%  92.4¢ ! 91.93  79.56  80.8@ ! 67.32 8534 81,37 !
1 ! ! ! !
! Mineral Fuels $.58 1.78 b4 ! 0.83 1.36 0.4 1 0.0 2.85  16.28 ! 3.48  67.32  4B.41 !
1 ! 1 1 1
! QOther 85.04  59.43  42.39 ! 95.38  89.M8  92.14 ! 81.87  74.72 64.52 ! 44,43 18,82 13.2¢ !
1 ! ! ! !
fommmoaee ---- cmmmmeim e mmemeee- R R E 1-- R fmmmmmmo oo oo oo oo 1

Note: Manufactures defined as SITC groups 5 to 8 sinus &B.Mineral fuels are SITC group 3.Data from Mexico in 1985 refer 1984,

SQURCE:"Internat ional Trade Statistics Yearbook”.

e 15
Cossmodity Composition of trade:1970,1984,1985 (X share in total trade)
INPORTS

1 e eee fommmmm e R e 1

! ! ! ! !

'! BRAZIL ! CHILE 1 COLOMBIA ! HEXICO !

! ! 1 | !

: 1974 1988 1935 ! 197¢ 1980 1985 ! 197¢ 1988 1985 ! 197¢ 1988 1985 !

e e e e = 1- - —- [P [ - e e o

! ! ! 1 !

1 TOTAL TRADE 100.00  1€0.00 f06.0¢ ! 100,00 10600 {06.00 ! 100.00  100.00 1060 ! 100.00  106.00  fec.e9 !
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Notet Manufactures defined as SITC groups S tc D ainu: LB.Mineral fuels are SITC group 3.Data from Hexico in 1985 refer 1984,
SOURLE:"International Trade Statistics Yearbook”.
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Tables 14 and 15 also illustrate the crucial importance of
structural factors such as size in shaping differences in the
extent of industrialization and, thus, in the relative importance
of industrial and non-industrial goods in the trade patterns of
the sample countries. While, in 1985, the shares of exports and
imports of manufactures reach, respectively, 46.2% and 39.0% for
Brazil, they stay below 20% and over 70% for Colombia and around

7% and 70% in Chile.

A look at the evolution of the commodity composition of
manufactured exports seen in Table 16 provides a more detailed

picture of the direction of the structural changes in the patterns
of trade of the four countries. In this connection it is
interesting to note that for Brazil, Colombia and Mexico a
significant reduction in the importance of traditional light
manufacturing, especially food products, can be observed
throughout the 1970-85 period. In Brazil, during the 1970s, that
takes place with significant advances in machinery and transport
material, and after 1980 gains are observed especially in
chemicals and iron and steel. In Mexico the more pronounced gains
are in chemicals during the 1970s and machinery and transport
equipment throughout the 1970-85 period, while in Colombia the
gains are concentrated in the heavy, resource intensive,
industries and more evenly distributed within its component
sectors. On the whole these changes suggest that a significant

technological upgrade appears to have taken place.
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Table 16}

Cossodity Cosposition of manufactured trade:1970,1989,1985 (X share in total sanf. trade)
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Table 16
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The Chilean case is the exception and seems to confirm the
opinion that export expansion "was based on the exploitation of
natural comparative advantages in the absence of a policy
framework aimed at promoting the acquisition of new comparative
advantages"32, In fact, light manufacturing significantly
increases its share during the 1970s - the greater contribution
coming from wood and furniture - at the expense of other segments,
especially those with greater technological content, just the
opposite of what is observed in the other - and especially in the

larger - countries, and this trend is not reversed in the 1980s.

On the other hand, very little change can be observed as
regards the evolution of the commodity composition of manufactured
imports, shown in Table 17. In spite of large volume fluctuations,
imports remained highly concentrated on intermediate inputs,
especially chemicals, and machinery in all the four countries, as
is typical of resource rich semi-industrialised countries which
followed strong import substitution strategies in the past. During
the late 1970s, however, again the Chilean experience provides a
striking contrast as one can observe a marked increase in imports
of light consumer goods, as the liberalization process greatly
reduced the protection afforded to domestic producers, as

discussed above.

32 R. Ffrench-Davis (1984, p500).
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3.3. Changes in competitiveness

The analysis of the magnitude and product composition of
trade flows provides little guidance as to the causes of the
observed changing trade patterns and performance. To probe further
into the determinants of the observed changes in trade performance
at a sectorially disaggregated level in each country one has to
gauge the shifts in competitiveness resulting from structural as
well as short term macroeconomic influences, such as domestic

demand and real exchange rate fluctuations.

The construction of indices of competitiveness is frought
with many methodological problems. The competitiveness indicator
to be used in this study is the "rate of self-supply", defined for
industry i of a given country as the ratio of the industry’s
output to total domestic demand for its product. This indicator
avoids the systematic bias presented by pure trade-based
indicators of competitiveness - such as the popular "coverage
ratio", that is the ratio of exports to imports in given industry,
or the ratio of the trade balance to total trade in the industry,
which is positively related to the coverage ratio - as the latter
do not correct for the differences in trade volumes stemming from

differences in the size of domestic markets33.

33 For an extended discussion of this point, see G. Lafay (1988,
pp. 4-8).
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Interpretation of this index is quite straightforward: it
can take any positive value - higher values meaning greater
competitiveness - while normalization by the domestic market size
allows cross-country comparisons. It is also interesting to note
that the rate of self-supply can be written as a function of the
share of exports and imports in total domestic demand. In fact,
ignoring relative price variations and changes in the level of
stocks, equilibrium in the market of product i of a given country

can be written as:

Pi + Mi = Di + Xi (1)

where Pi stands for total output, Mi for imports, Di for apparent
domestic demand, and Xi for the exports of the industry. Dividing

equation (1) by Di and rearranging terms, one gets:

C(i) = 1 + x(i) - m(i) (2)

where x(i) and m(i) are, respectively, the shares of exports and
imports in total domestic demand, and C(i) the rate of self-
supply, the competitiveness indicator for industry i. Thus, as
equation (2) shows, the index allows a clear decomposition of the
effects of export expansion and of import substitution in the
analysis of the causes of increasing "revealed" competitiveness,
and Ci>1 means that there is a surplus in the two way trade in

industry 1i.
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Yearly values of the competitiveness indicator C(i) from
1970 to 1985 for total and manufatured trade for each of the four
countries are shown in Tables A.1 to A.4 in the Appendix. Since
the total trade indicator is to a large extent distorted by
commodity price movements and given the strategic importance of
manufactured trade, the analysis will concentrate on the evolution

of the competitiveness of industrial goods.

The indices of competitiveness in manufacturing as well as
in each of the three component sectors according to the
classification used in this study are plotted in Graphs 1 to 4,
below. They show that since the first oil shock only Brazil shows
a steady rise in competitiveness in total trade in manufactures,
basically because all the three other countries lost
competitiveness in the second half of the 1970s. In Mexico,
exports lost dynamism as compared with domestic demand and this
was not compensated by the large progress made in import
substitution, especially in the more capital intensive sectors. In
Chile and Colombia, weak export performance was strongly

reinforced by the growth of the share of imports in domestic

supply.
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GRAPH 4
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This picture clearly changes in the 1980s, when all the
sample countries show gains in competitiveness, being especially
large in the three HICs. This, as can be seen in Table 18, was
based on both exXport expansion and import compression as a
proportion of domestic demand. Sectoral patterns of adjustment as
between export expansion and import substitution differ, however,
as can be glanced in Tables 19 to 22. In Brazil and Mexico, the
large and more industrialised countries, recent adjustment relied
more on the faster growth of exports relative to domestic demand
especially in the more sophisticated branches of manufacturing,
thus accentuating the long term trend of impressive technological
upgrading, which illustrates the importance of import substitution
as a prelude to export promotion34. Another noticeable fact is the
growth of two way trade in relatively less industrialized
latecomers, chile and Colombia, which still show high levels of
imports in total domestic supply of manufactures- a classification
which would include Mexico in the capital goods sectors. In Chile
and Colombia, recent increases in competitiveness are based to a
larger extent on falling import propensities, concentrated on
light manufactures in Chile, and on and high tech goods in

Colombia.

34 For recent empirical work on this issue, see S. Teitel & F.
Thoumi (1986) and H. Chenery et al (1987).
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Table 18
Changing competitiveness in trade in manufactures and its
components for all sample countries: 1970-1985

Gountry — ___1279%8 (% points)
1970 1975 1980 1985 1970-75 1975-80 1980-85
Brazil
C(i) 98.7 95.9 102.6 111.1 - 2.8 6.7 8.5
x(1) 14.2 7.1 8.9 15.8 - 7.1 1.8 6.9
m(i) 15.5 11.2 6.3 4.7 4.3 4.9 l.6
Chile
C(1i) 81.9 86.7 83.1 90.2 4.8 - 3.6 7.1
X(i) 3.2 7.9 9.1 12.1 4.8 1.2 3.0
m(i) 21.3 21.3 26.0 21.9 0.0 - 4.8 4.1
Colombia
C(i) 83.7 89.7 85.3 88.5 6.0 - 4.4 3.2
x(1i) 3.6 8.1 6.1 6.3 4.5 - 2.0 0.2
m(i) 19.9 18.4 20.7 17.7 1.5 - 2.4 3.0
Mexico
C(1i) 79.5 81.1 88.1 97.3 8.6 7.0 9.2
X(i) 9.5 6.9 2.7 9.6 - 2.6 - 4,2 6.9
m(i) 29.9 25.8 14.6 12.3 4.1 11.2 2.3

A more detailed analysis of the sectoral patterns of the
evolution of competitiveness and its determinants at the country
level also provides interesting information on the peculiarities
of each particular case. In Brazil, Table 19 shows a sharp erosion
of competitiveness of light manufactures - mainly in the food
group - in the early 1970s reversed in the 1980s by a strong
recovery of exports relative to domestic demand growth. More
impressive, however, is the extent of import substitution in the
heavy and capital goods in the 1970s, which is accompanied by a
rising export propensity within these Very groups. In more recent
Years, the severe trade adjustment to the oil and debt shocks
resulted in an impressive change in competitiveness, fundamentally

based on growing export propensity in all the three groups.
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Table 19
Brazil: changing competitiveness by manufacturing sector and its
components, 1970-1985

Industry Group 1970 1975 1980 1985 1970-75 1975-80 1980-85
Light manufacture
C(1i) 137.9 116.7 116.7 133.8 - 21.2 0.0 17.1
x(1i) 41.6 18.5 18.1 35.8 - 23.1 - 0.4 17.7
m(i) 3.7 1.8 1.4 2.0 1.9 0.4 - 0.6
Heavy manufacture
C(1i) 88.2 91.0 97.2 105.6 2.7 6.3 8.4
x(i) 3.2 2.0 3.6 9.1 - 1.2 1.6 5.5
m(i) 15.0 11.1 6.4 3.5 3.9 4.7 2.9
High-tech sectors
C(1i) 73.9 83.6 96.3 104.3 9.7 12.8 8.0
x(1i) 2.9 4.4 8.3 15.0 1.5 3.9 6.7
m(i) 29.1 20.9 12.0 10.7 8.2 8.9 1.3

In Chile, as shown in Table 20, there is a clear trend
towards increasing competitiveness only in the light industries
after the trade policy reforms of the 1970s, while the other more
technologically complex sectors actually lose. The generalised
record of competitivity losses during 1975-80 caused by the rise
in import propensities caused by exchange rate appreciation is

also clearly visible.

There is, on the other hand, a perceptible sustained rise
of export propensity in high tech goods since the mid-1970s. This
is, however, accompanied by an even higher growth of import as
proportion of domestic demand, which suggests a new pattern of
integration through assembly operations of technologically

sophisticated goods, which generate large flows of intra-industry



56

trade. Finally, it can be seen that the single most important
adjustment in the 1980s has been the compression of imports of
light manufactures, and that export performance in the other two

sectors remained poor.

Table 20
Chile: changing competitiveness by manufacturing sector and its
components, 1970-1985

Industry Group 1970 1975 1980 1985 1970-75 1975-80 1980-85
Light manufacture

C(i) 96.3 99.2 96.8 107.3 3.0 - 2.4 10.5
x(1i) 2.9 8.6 11.1 14.8 5.7 2.5 3.7
m(i) 6.7 9.4 14.3 7.5 - 2.7 - 4.9 6.8
Heavy manufacture

C(1i) 85.0 94.7 92.4 90.5 9.7 - 2.3 - 1.9
x(1i) 4.6 10.0 9.7 8.1 5.4 - 0.3 - 1.6
m(i) l19.6 15.3 17.3 17.5 4.3 - 2.0 - 0.3
High-tech sectors

C(i) 54.8 47.0 37.4 30.3 - 7.8 - 9.6 - 7.1
x(1i) 1.5 1.4 3.5 4.5 - 0.1 2.1 1.0
m(i) 46.7 54.4 66.1 74.2 - 7.7 -=-11.7 - 8.1

As can be seen in Table 21, after a good overall
performance in early 1970s, Colombia lost competitiveness in all
sectors in 1975-80 and has a very poor overall performance over
the long term relative to the other countries. There were some
recent positive developments in the rise in the export orientation
in intermediate (heavy) goods and a beginning of import
substitution in the high tech branches. However, the country still
shows a large trade deficit in the more sophisticated segments of

manufacturing.
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Table 21
Colombia: changing competitiveness by manufacturing sector and its
components, 1970-1985

Industry Group 1970 1975 1980 1985 1970-75 1975-80 1980-85
Light manufacture

C(i) 100.7 106.7 103.0 101.4 6.0 - 3.7 - 1.6
xX(1i) 3.2 9.5 7.6 4.1 6.3 - 1.9 - 3.5
m(i) 2.5 2.8 4.6 2.7 - 0.3 - 1.8 - 1.6
Heavy manufacture

C(1i) 82.4 85.4 82.2 86.2 3.0 - 3.2 4.0
x(1i) 5.4 8.5 5.3 9,7 3.0 - 3.1 4.3
m(i) 23.0 23.0 23.1 23.4 0.0 - 0.1 - 0.3
High-tech sectors

C(i) 45.6 56.0 52.6 58.8 10.4 - 3.4 6.1
x(1) 1.1 3.8 3.4 2.7 2.7 - 0.4 - 0.7
m(i) 55.6 47.8 50.8 43.9 7.7 - 3.0 6.9

Source: Table A.3.

Mexico is, together with Brazil, a case where
competitiveness in manufacturing grew steadily over time since
1970, as can be seen in Table 20. It is interesting to note,
however, that the evolution of the competitiveness of Mexican
manufacturing, shown in greater detail in Table 22, registers a
dramatic change in the determinants of its increasing
competitiveness in the first half of the 1980s as compared with
the period 1975-85. On the one hand, there was a generalised rise
in the importance of export markets as a component of domestic
demand, reversing a long term trend of falling export propensity
in all sectors. On the other hand, the trend towards imports
substitution in technologically intensive sectors - which was

particularly strong during the second half of the 1970s - was



either substantially dampened or, as in the case of the high tech

group, sharply reversed. Thus, while in the intermediate and

natural resource based sector, the Mexican pattern follows that of

Brazil, where import substitution goes hand in hand with a rising

export propensity - as one would expect during the "maturation" of

efficient infant sectors - the capital goods sector follows a

Chilean pattern of rising two way trade, also reflecting the

growing importance of globally integrated manufacturing

operations.

Table 22

Mexico: changing competitiveness by manufacturing sector and its

components, 1970-1985

Industry Group 1970
Light manufacture

c(i) 106.5
x(1i) 14.0
m(i) 7.5
Heavy manufacture

Cc(i) 86.3
x(1i) 6.8
m(i) 20.5
High-tech sectors

C(1i) 24.4
x(1) 8.7
m(i) 84.3

Source: Table A.4.

o

0.1 - 8.2 2.8
- 1.9 - 9.9 1.7
2.0 1.7 0.9
- 2.2 5.2 9.8
- 1.7 - 1.9 6.2
- 0.5 7.1 3.6
29.0 14.0 15.2
- 3.6 - 2.2 21.5
32.6 16.2 - 6.3
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3.4. Changes in comparative advantage

Although the competitiveness index presented above is
useful for the analysis of trade performance of a given country
over time or for Cross-country comparisons of performance in the
market of a given product, it is (i) strongly influenced by
shorter term macro disturbances such as exchange rate and domestic
demand fluctuations and (ii) not fit for analysis of the evolution
of the relative competitiveness of the different component
tradeable sectors in a given country, i. e. for the analysis of
how the country’s specialization pattern evolves over time. For
that, an index reflecting the structural changes shaping the

evolution of comparative advantage in each country has to be

constructed.

Proper empirical indices of revealed comparative advantage
are subject to a number of difficulties. Essentially, such an
index should involve the comparison of non-observable prices in
the absence of trade with non-distorted prices in the presence of
trade neither of which, of course, can be straightforwardly
measured. Empirical measures of "revealed" comparative advantage
have, therefore, to cope with complications stemming, for example,
from lack of compatible trade and production data, and the due
consideration of two-way trade, differences in country size,

domestic production and price distortions and so on35.

35 por a discussion of alternative measures and the problems
involved, see R. H. Ballance (1987) and UNIDO (1985, Chapter V).
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The classical revealed comparative advantage (RCA)
indicator proposed by Balassa (1965) simply measures the extent to
which the structure of exports of a country differs from that of a
region of reference (e.g., the world), a larger country share in a
given industry indicating comparative advantage in that industry.
It is quite clear, however, that empirical measures should take
into account the net trade balance and not only exports. In fact,
indices which do not incorporate imports implicitly assumes "that
government policies do not "create" comparative advantage"36, thus
limiting the analysis of the factors behind the rapidly changing
specialization patterns in trade in manufactures in newly

industrializing economies37.

The comparative advantage indicator used in this study
considers two way trade and is based on the notion that the net
trade balance in a given industry (Xi-Mi) should contribute to the
country’s total net trade (X-M) as much as total trade in this
industry (Xi+Mi) contribute to the total trade (X+M) of the

country. Distortions in cross-country comparisons introduced by

36 yNIDO (1985, p.79).
37 cf. J. Donges & J. Riedel (1977, pp. 58 ff).
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differences in country size are minimized by normalising the
indicator by the size of GDP38, Formally, for a given country, the
comparative advantage indicator for industry i is defined as:

RCA(i) = b(i)-w(i).b

where,

b(i) = 1000.(Xi-Mi) /¥

W(i) = (Xi+Mi)/(X+M)

b = 1000. (X-M) /Y

and Y stands for the country’s GDP.

Some properties of this index are worth noticing. First,
note that, if net trade of a given industry is positive, for
instance, this might not necessarily indicate the presence of
comparative advantage because the net result might be small given
the total volume of trade. If the net result is less as a
percentage of GDP than what one would expect given the weight of
the industry’s trade in total trade as a percentage of GDP then

this country would have a comparative disadvantage even though she

38 For a fuller dicussion of the properties of this index, see
G. Lafay (1988, pp. 8 ff.).
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has a trade surplus in this industry. Second, the indicator
corrects for the influence of factors generally affecting the
competitiveness of all industries in a given country, such as an
overvalued exchange rate. It can easily be seen that, although a
particular industry may show a trade deficit (Mi-Xi), it may still
have a comparative advantage - thus showing a positive value for
the comparative advantage indicator of the industry - if its
actual deficit is less than the share of the total trade deficit
(M-X) calculated om a pro-rata basis according to the weight of
the industry’s trade in the total trade of the country, that is,
if (Mi-Xi)<(M-X).(Xi+Mi)/(X+M). Finally, direct comparisons of the
extent of comparative advantage of a given sector in different
countries or among sectors for a given country, as well as for a
given country or sector over time, are made possible by the

cardinality of the index

The overall picture of the evolution of comparative
advantage in non-manufactured as well as in manufactured goods in
each of the four countries between 1970 and 1985 is shown in
Graphs 5 to 8, drawn from data presented in Tables A.5 to A.8, in
the Appendix. One can see that the levels and patterns of changing
comparative advantage in manufacturing and its components is quite
diversified among countries. The charts also illustrate the
influence of size on the possibilities of shaping comparative
advantage patterns in a wider range of industrial goods through

policy intervention: specialization in far more marked in the
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GRAPH 5

Indicators of Comparative Advantage
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GRAPH 7

Indicators of Comparative Advantage
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smaller countries irrespective of the wide differences in the

trade regimes of Chile and Colombia, than in Mexico or Brazil.

As these are all resource rich countries, it is not
surprising that they all showed a strong comparative advantage in
both non-manufacturing and labour and natural resource intensive
light manufactures, as the typical pattern up to beginning of the
1970s. However, over the years major swings in prices of major
primary exports (oil, coffee and copper), together with a
multitude of factors affecting industrial efficiency, played a
crucial role in changing comparative advantage in different ways

in these countries.

The main changes, visible from the mid-1970s, stem from
two shocks: the rise in oil prices and the debt crisis. The first
strongly affected specialization patterns in Mexico and Brazil,
though in opposite directions. The latter affected all - but
especially the HICs - by triggering firm expenditure switching
policies with strong impact on the competitiveness of
manufacturing exports, thus changing "natural" specialization
patterns towards manufactures, as reflected in a narrowing band
between the value of the comparative advantage for manufactures

and non-manufactures in all countries.

This is most clear in the Brazilian case, where these two
factors combine to provoke a striking reversal of the traditional

specialization patterns as between technology or capital intensive



68

industrial products on the one hand, and light manufactures and
non-industrial goods on the other, prevailing until the early
seventies. It is also clearly visible in the Mexican case, where
0il prices led to strong specialization in the late 1970s, while
changes in the trade regime and readjustment in real oil prices in
the first half of the 1980s restored comparative advantage in
manufactuting. The effect of the changes in the trade regime from
the early 1980s on comparative advantage in manufacturing is also
noticeable in the cases of the much more specialised economies of

Chile and Colombia.
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4. Trade policy, trade performance and structural change.

The decisions regarding resource allocation between
manufacturing and other activities and the pace and composition of
manufacturing value added are, to a significant extent, affected
by trade policy and performance. Several points have already been
made in the last section regarding changes in trade orientation,
competitiveness and international specialization, and their likely
relation with observed patterns of growth and structural change in
each of the four countries under study. In this section an attempt
is made to discuss some common features of the development
experience of these four countries which may shed light on the
relationship between changes in the trade regime, changes in

tradeability and structural change.

The section starts, in sub-section 4.1, with a discussion
of an important conditioning factor of the industrialization
experience of Latin American countries, namely the presence of
"booming" primary export sectors. It is argued that exchange rate
overvaluation - in many cases for reasons akin to those generating
"Dutch Disease" - has been a chronic obstacle to industrialization
in Latin America over the years and, especially in the late 1970s,
it was felt very strongly in some of the countries under study.
Next, in sub-section 4.2, the focus shifts to the nature of
adjustments to the debt crisis, its impact on patterns of trade
and structural change and the consistency between recent

developments and longer run trends. Finally, sub-section 4.3
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considers the perspectives regarding trade performance and
structural change in the light of the export growth imperative
posed by the present external constraint, some fundamental
features of industrial organization in the sample countries, and
global developments conditioning the patterns of growth and
diversification of manufactured exports from semi~-industrialized

developing countries.

4.1. Exchange rate appreciation and manufactured trade performance

Exchange rate appreciation has a powerful influence on
competitiveness in manufacturing and the national experiences
described in Section 2 allow the identification of clear episodes
of appreciation in Mexico, Chile and, to a lesser extent, in
Colombia. These episodes of exchange rate overvaluation were the
consequence of two basic factors. The first are major swings in
prices of the non-manufactured staple exports. It should be
recalled that the indicators of comparative advantage examined in
the last section revealed that all countries except Brazil still
display a more or less stable pattern of specialization biased
towards non-manufacturing. These major price swings may produce a
"Dutch Disease" phenomenon, that is, a crowding out of the traded
goods sector produced by the spillovers of the booming export
sector, or more especifically by a real appreciation caused by the

export boom39,

39 see W.M.Corden & J.P.Neary (1982) for an extended discussion.
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Although this phenomenon has originally been identified
with sudden discoveries of depletable natural resources - as the
effect of natural gas exports had in Europe, after which the
"disease" was actually named - it is interesting to note that this
phenomenon can be identified in countries where primary products,
subject to exogenous price shocks or prolongued bonanzas, occupy a
large share of exports. In Latin America, where many countries do
fit this description, one may surely find many instances of this
"disease". The usual Latin American medicine is the practice of
multiple exchange rates - with an overvalued rate applying to the
staple - and/or the enforcement of export taxes, both with the
purpose of avoiding the transmission of investment stimuli created
by the export boom to the domestic economy, thus preventing the

shrinkage of manufacturing.

The second source of exchange rate appreciation is policy
induced: the use of the exchange rate as an instrument of
inflation stabilization. This has been a common practice in Latin
America, and one that resulted in extended periods of
overvaluation, the most dramatic example being the Southern Cone
countries under monetarist influence in the late 1970s.
Overvaluation thus developed, just like in the "Dutch disease"
case, produces a shrinkage of the sectors producing tradable

manufactured goods.

Among the national cases addressed in this study the
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Mexican - and to a much lesser extent the Colombian?0 - experience
seem to fit the "Dutch" type. In the Chilean case, however, the
"disease" is clearly present but in the "Latin American" variety,
namely extended overvaluation created by macroeconomic policies
oriented towards "global monetarism" and reinforced by import
liberalization during the 1970s. However, the impact of exchange
rate appreciation on the process of industrialization varied among
these national experiences. Contrary to the typical Dutch case, in
Mexico and Colombia the actions and price distortions introduced
by regulatory agencies and other state enterprises or ad hoc
authorities in charge of (occasionaly booming) export sectors

have met with success in avoiding a shrinkage of traded
manufactures to judge from the behavior of shares of manufactﬁring
value added in GDP. According to UNIDO figures, from 1973 to 1986
the shares of MVA in GDP in Mexico fluctuated around a more or
less constant trend of 22,6%, and in Colombia have suffered a very
slight decrease, from 23,8% to 22,6%. In Chile, however, the
share of manufacturing value added to GDP fell from 29.5% in 1974

to 18,9% in 1982.41

It should be stressed, however, that in all the four
countries the debt crisis brought about a radical shift in this
regard and real depreciations - sometimes marked ones - have been

the norm during the years covered by this study.

40 On the Colombian case, see Villar (1988, pll).

4l While the joint share of financial services and real state
rose from 9.0% to 20.6% in this same period Cf. S. Edwards &
A.C.Edwards (1987, p.119).
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4.2. Trade orientation and structural change.

There can be little doubt that the pace of industrial
growth in Latin America was very significantly affected by the
external shocks of the early eighties. The growth rates of
manufacturing value added shown in Table 23 do convey the
impression of a clear divide in the beginning of the present
decade. During the first half of the 1980s one sees a major
decelleration in manufacturing growth which has no historical
parallel except for the Chilean crisis during the transition
towards the free market policies of the authoritarian regime,

reflected in the poor performance of the 1970-75 years.

Table 23

Value added* growth in manufacturing, 1970-85 (in %)
1970-75 1975-80 1980-85

Brazil 10.8 6.9 - 0.0

Mexico 7.1 7.5 0.2

Colombia 7.4 5.0 1.4

Chile - 5.0 7.9 -1.9

Sources: UNIDO (1988)
* In constant 1980 prices.

Since the growth of industrial activity is an important

influence upon investment and, thus, upon the extent of structural
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change in manufacturing - as usually defined, with reference to
changes in the sectoral distribution of manufacturing value added
— one would a priori expect that the outbreak of the debt crisis
could also be a major benchmark in the process of structural
change in the manufacturing sector of these four countries.
However, the extent to which the strong expenditure reducing and
switching policies implemented to generate the huge trade
surpluses following the 1982 crisis was accompanied by significant
changes in the sectoral distribution of value added in

manufacturing is an empirical issue.

There are a number of ways to approach this issue in an
empirical vein. An interesting first step is to identify the
extent and time profile of structural change in manufacturing in
the countries under study according to the usual measures, as
shown in Graphs 9 and 10. The graphs present two different indices
of structural change computed on an yearly basis and smoothed by
three-year moving averages. Both are based on changes in
sectoral shares of value added in manufacturing at the ISIC 3-
digit level: the first consist in the sum of all positive

variations in these shares?2, while the second is defined as the

42 Its theoretical maximum value is 100%, when the whole
composition of value added is reversed. For a discussion of
methodology of these indexes see UNIDO (1988).
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GRAPH 10
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square root of the sum of squared share changes. An interesting
feature of the graphs is that, as the indices were computed with
identical levels of aggregation in all countries, one may
undertake inter-country comparisions of the level of structural
change in manufacturing. Another important feature of the graphs
is that they allow a view of the time profile of structural
change. This is important since it is difficult to relate changes
in trade policy and performance, as well as domestic cyclical
factors, with structural change without an explicit, fully
specified, model and more importantly, without precise indicators

of trade policy changes.

The time profile of structural change should capture the
effects of major changes in the trade regime and also the effects
of changing levels of domestic activity, given that different
branches of manufacturing exhibit different income elasticities,
recessions and upswings should affect the composition of value
added and consequently the value of the structural change index.
In the Chilean case, where a major liberalization episode was
launched in 1974, structural change is indeed significant by
historical patterns and with respect to other countries in the few
years after 1974. It is important to note, however, that these are
recession years (in 1975 manufacturing value added fell 25%). The
time pattern of structural change is much smoother in other
countries, most notably in Colombia where indications of some
change are only noted in 1974-75 and after 1980. Mexico displays

the most stable structure of value added - namely the lowest
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levels of structural change - up to 1979, after which structural
change assumes a consistently highter level Vis—-a-vis her
historical pattern. all countries exhibit increasing numbers in
the early 1980s, which coincides with a period of important

changes in trade policy but also with major recessions.

Though revealing as regards the extent and time profile of
structural change the graphs conveys little information as to (i)
the sectoral consistency of changes, namely whether observed
yearly changes are "vibrations" around a norm or trend, or a move
towards a new stable composition of value added in manufacturing,
that is, structural change "proper"; (ii) the extent to which one
could associate the observed structural change in manufacturing to
changes in trade orientation. Regarding the sectoral bias of
structural change over time, Table 23A presents an index of
"consistency of change" whose purpose is to check whether - and
the extent to which - trends in the sectoral composition of value
added have been reversed. The index is the ratio of the change of
a given sector’s share in value added between the end Year and the
first year of a given period - 1973-81 and 1979-85 in the table -

and the sum of the absolute values of Changes observed on an

all share changes cancel out - to one, when changes are
consistently in the same direction. Table 23A presents indices
computed for a number of important industrial branches, for the
periods 1973-81 - the years before the debt crisis - and 1979-85,

which should capture changes produced by the post 1982 adjustment.
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Table 23A
Structural change in manufactuving: indices of consistency of change
1973/1981 1979/498%5

Brazils® Chile Colombia Mewxico Brazil* Chile Colombia Mexico
Food Q.34 0.09 0.90 - 0.%4 i.00 9.9
Textiles Q.52 @ .60 Q.72 0.93 @.01 0 .96 @.98 @ .95
Furniture

Fapey 0.13 Q.58 Q.07 Q.43 0.9 0.964 i.00 Q.14
0il refinevies - ¢ .37 Q.72 0.7¢ - &.95 i.60 Q.97
Flastic - 9.85 .72 Q.64 - 1.00 1.00 0.39
Iron & steel - Q.87 0.19 Q.67 - i.00 1.60 0.1
Non-metalic. - Q.92 Q.60 0.05 - i.00 i.00 Q.77
Metallurgy - Q. 44 Q.41 & .73 = 1.00 & .07 G .97
Non-elect . machin, e 0.39 1.00 1.00 Q.19 i 00 0 .34 Q.94
Elect . machin. ¢.37 Q.99 1.00 ¢ .63 ¢ .08 Q.99 Q.37 ¢.97
Transp. equip. 0.59 0. 31 0 .35 @.48 0.03 1.00 1.00 1.00

Souwrces: UNIDG (5988), IHKGE (1988). * Freliminary computation.
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The indices in the table seem to point to less
""consistent" changes in 1973-81 than in the later period, the
exception being the Chilean case, the only one for which the
"level” of structural change was high in the 1970s, as shown in
the graphs. Moreover, for certain branches there is "consistency"
of change in both periods, underlining the importance of long term
tendencies. In the light of this, the presence of "more"
structural change in the later period seems to suggest that an
important feature of the adjustment to the debt crisis was the

deepening of the trends of structural change under way since the

past decade.

The fact that post-1982 structural changes in
manufacturing has not been much significant and that they revealed
a fair amount of consistency with respect to past trends, have to
be reconciled with observed movements in trade policy and
performance during these Years. On the one hand, except for the
short lived Chilean resort to protection on balance of payments

grounds, the changes in trade policy are not contradictory to past
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trends. The interruption of the relatively timid import
liberalization trends in the other three countries in 1982 does
not really establishes a deviation of past practice of compressing
imports in times of foreign exchange stringency. The sharp
improvement in export incentives in Mexico after 1982, for
example, reinforces the impression that, to a large extent,
adjustment towards the crisis was made basically trough "more
(sometimes much more) of the same". Thus, the Chilean case apart,
one may argue that trade policy has been fairly consistent over
the years, and this has surely contributed to help explaining such

low "levels" of structural change with high levels of consistency.
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5. Conclusions

It is now apt to pull together the main findings of this
study, and this final section presents a summary of the

conclusions of the three Preceding sections.

Changes in the trade regimes

The changes in the trade regimes of our four Latin
American countries since the early 1970s, reviewed in Section 2,
point to a common long term trend towards greater neutrality in
the structure of producer incentives in the tradable goods
sectors, but with a clear discontinuity during the payments shocks
of the early eighties. This long term trend, usually begun in the
late sixties but which took root during the 1970s, was marked by
sharp changes in the trade regime inherited from the days of
classic post-war import substitution policies. These changes were
generally biased towards increasing export promotion and, in all
the four sample countries, export credit and fiscal subsidies were
important new features of the trade regime. The pattern of change
in the import and exchange rate regimes varied, however, among the
four countries. Only the smaller countries - Colombia and, most
notably, Chile - attempted substantial reductions in import
protection. Liberalization attempts started in Brazil in the late
1960s and in Mexico during the 1970s were eventually abandoned,
and relatively high levels of import protection were still

maintained in the these countries.
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Changes in exchange rate policy were also a crucial
element in determining changes in competitiveness. However, while
in Brazil and Colombia greater control over foreign exchange
markets avoided large departures from a crawling peg targeted
towards objectives of commercial policy, in Chile and Mexico long
spells of exchange rate appreciation had non-negligible disturbing

effects on the patterns of trade in manufactures.

The debt crisis had two sequential effects on the trade
regime. In a first moment, acute foreign exchange problems led to
a generalized wave of import repression and exchange rate
devaluations. However, as it became clear that the fall in
voluntary bank lending was not to be easily reversed or fully
compensated by other sources of external finance and the recovery
of world trade in 1983, high export performance became an
imperative in any strategy aimed at restoring sustained growth.
This increased concern with export performance - no doubt
reiforced by pressures from the IMF and the World Bank - was
reflected in changes in both commercial and exchange rate

policies.

As far as commercial policy is concerned, the general
feature has been an even greater emphasis on export promotion,
particularly on "import-to-export" schemes in Brazil, Colombia and
Mexico, countries exhibiting higher levels of protection in

manufacturing. Although one can note a general move towards
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liberalization prompted by increasing concern with the
inefficiencies generated by import protection, the extent of
effective trade liberalization has varied widely. While Chile
slowly returns, since 1984, to the low levels of tariff protection
prevailing before the debt crisis and Mexico implemented an
important tariff reform though preserving discretionary controls
in some sectors, Brazil and Colombia have not undertaken extensive
effective changes in their import regimes. Table 24, below,
resumes these changing patterns of protection in recent years.
Table 24

Trade policy indicators of the four countries before, during and
after the payments crisis

Country Average tariff rates* (%) Incidence of NTBs**
Before During After Before During After
Brazil 25 25 22 high 100 high
Chile 10 35 15 0 low low
Colombia 26 61 52 <66 66 50
Mexico 27 24 23 60 100 35

* Unweighted average nominal rates except for Brazil, where import
weighted values apply.

** Import coverage.

Source: Tables 4 and 5, above; E.P. Guimardes (1989, Table 1,

p 11); and S. Laird and J. Nogues (1988, Table 1, p.5).

The most clear departure from pre-crisis policies can be
seen, however, in the behaviour of exchange rates. As shown in
Table 25, all countries have undertaken severe devaluations
following the 1982 shock and low rates were systematically

maintained thereafter.
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Table 25
Index of real exchange rates for the four sample countries

Ratio of 1986
rate to the
highest rate

1981 1982 1983 1984 1985 1986 in the 1980s
Brazil 122 128 104 104 100 94 0.73
Chile 118 106 87 85 69 58 0.49
Colombia 108 115 114 104 91 63 0.59
Mexico 114 81 72 84 86 60 0.53

Source: S. Laird and J. Nogués (1988, Table 2, p. 9).

Trade patterns and performance

The 1970s witnessed some important new trends in the trade
performance of the four sample countries, such as the growing
importance of manufactured exports, further waves of import
substitution towards more capital or technologically intensive
sectors, and a growing share of intra-Latin American trade. The
0il shock also brought impressive changes in the patterns of
specialization of Brazil and Mexico, inducing a strong rise in
comparative advantage in manufacturing in the former and the

opposite in the latter.

There were, however, marked variations in manufactured
export performance and the extent of import substitution across
countries and over time for a given country along the decade,
mostly reflecting changes in the trade regime and cyclical
fluctuations affecting each individual economy. First,

manufactured export growth performance varied, Brazil, Chile and
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Mexico showing higher volume growth rates than cColombia. As
growth rates also differed, this was not reflected in changes in
export propensities, as measured by the ratio of exports to
domestic demand, which rose in Chile and Colombia and fell in the
two larger countries over the whole decade. Second, while in
Brazil and Mexico the share of imports in total domestic supply of
manufactures fell markedly, especially during the second half of
the decade, it rose in the two smaller sample countries, and
especially so in chile due to the joint impact of trade

liberalization and currency overvaluation.

This more or less variegated picture changes in the 1980s.
The common external problems experienced by the four countries -
and especially by the three HICs, Brazil, chile and Mexico - not
only produced a synchronous cyclical shock, as triggered similar
expenditure reducing and expenditure switching policies required
by external adjustment, inducing an impressive homogeneity in
trade performance with three major features. First, in all
countries a general rise in export propensities was accompanied by
a fall in imports as a proportion of domestic demand. While in
Mexico and Brazil, the improvement in competitiveness stemmed from
a rise in export pPropensities in the more technologically
sophisticated sectors, adjustment through import compression was
more pronounced in Chile and Colombia, countries with a more
liberal trade regime before the shock. Second, the policy
incentives to the tradable goods sectors had a much more important

impact on manufactures, strongly affecting the patterns of
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international specialization in all countries. Finally, the
scissor movement of growth rates between the Unites States and
Latin America, and dollar appreciation, twisted the direction of

exports towards the American market.

Trade and structural change

Since the 1970s many influences have operated to alter the
direction or the pace of structural change in the economies under
study. However, although the effects of adverse short term shocks
or major policy changes can explain some observed swings in
structural change in industry in the countries here studied, the
record of structural change, as measured by the conventional
indices, is relatively uneventful. Moreover, the extent and time
profile of structural change in manufacturing in the four sample
countries during the first half of the eighties seem to be, by and
large, governed by long term factors as opposed to changes in the

trade regime.

This conclusion is not surprising. One should not forget
that, as trade propensities in most branches of manufacturing are
generally low in the sample countries - especially so in the
larger two - the impact of changing tradeability on structural
change is likely to be small. Given the evolution of relative
factor costs and, as stressed in the previous section, exchange
rate policies, long term trends in the sectoral distribution of

manufacturing value added seem to be fundamentally driven by the
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active industrial promotion policies usually followed in these
countries and the strategic responses of large national and
international firms. It is this interaction which explains the
creation of comparative advantage in sectors one should not
expect, given conventional trade theories, these countries to
become exporters, as clearly perceived in Brazil and more recently

in Mexico43.

This phenomenon has been the focus of recent works
emphasizing the importance of factors like learning effects,
economies of scale, the presence of multinational corporations
(MNCs) and other features of the industrial organization to the
determination of changing comparative advantage and patterns of
trade in manufactures44 as opposed to trade policy per se45, a
thorough treatment of this issue is, however, beyond the scope of

this study.

43 For a discussion of the Brazilian experience see W. Fritsch &
G.H.B. Franco (1989, Chapter 2).

44 por a representative sample of such studies, see
G.K.Hellleiner (forthcoming).

45 gee for example D.Rodrik (1988). The inconclusive evidence of
the relationship between trade regimes and total factor
productivity growth provides an indication towards the complex
dynamic effects trade liberalization may have. On this see H. Pack



87

References

B. Balassa (1965). Trade liberalization and "revealed" comparative
advantage. Manchester School, 33.

(1983) "Trade Policy in Mexico" World Development

11(9).

R.Baumann (1985) _Exportacdes e Crecimento Industrial no Brasil
Rio de Janeiro: IPEA/INPES.

& H.C. Moreira (1986) "Os Programas BEFIEX e alguns Mitos a
Respeito" Mimeo.

H.C.Braga et al (1988) "Protegao Efetiva no Brasi: uma estimativa
a partir da comparacido de pregés" Rio de Janeiro:IPEA-INPES.

N.Bucay & E.Perez Mota (1986) "Trade Policy in Developing
Countries: the case of Mexico" Mimeo.

CEPAL (1983), "Las Empresas Transnacionales en la Economia de
Chile, 1974-1980", Santiago - CEPAL.

H. Chenery et al (1987), Industrialization and Growth. A

comparative study, OUP/The World Bank, London.

W.M. Corden & J.P.Neary (1982). "Booming Sector and De-
Industrialization in Small Open Economies". The Economic Journal,
92.

C. Diaz-Alejandro (1975), "Trade Policy and Economic Development",
in International Trade and Finance: frontiers for research,
Cambridge Univesrity Press.

M.F.S.P. Dib (1985). Importacdes Brasileiras: politicas de
controle e determinantes da demanda. Rio de Janeiro, BNDES.

J. Donges & J. Riedel (1977). The expansion of manufactured
exports in developing countries: an empirical assessment of supply
and demand issues. Weltwirtschaftliches Archiv, 113 (1).

S. Edwards & A.C.Edwards (1987) Monetarism and Liberalization:
the Chilean Experiment Cambridge: Ballinger.

R.Ffrench-Davis (1984).Import liberalization: the Chilean
experience, 1973-1982.

W.Fritsch & G.H.B.Franco (1988)._Foreign Direct Investment and
Industrial Restructuring in Brazil: issues and trends. Paris, OECD
Development Centre.

G.K.Helleiner (forthcoming) _Trade Policy, Industrialization and
Development: a reconsideration Helsinki and Toronto: WIDER.




88

(1988) "Trade Strategy in Medium Term Adjustment". Paper
presented at the UNU/WIDER conference "Medium Term Strategies for
Adjustment”. Helsinki, August 1988.

G. Lafay (1988) "Les Indicateurs de Spécialisation
Innternationale” Document de Travail du CEPII, no. 88-01.

& C. Herzog (1989). Commerce international: la fin des

avantadges acquis. Paris, CEPII/Ed. Economica.

R.C.Lopez & L.A.T. Castro (1987). "La proteccidén a la industria en
un régimen de exenciones". Revista de Planeacidén vy Desarollo, XIX
(1-2)

N. Lustig (1989), "Tipo de cambio, proteccion efectiva y
exportaciones manufatureras. México, 1983-1987", Presented at the
annual meeting of the members of RIAL, Madrid (revised version,
March).

F. de Mateo (1986). "Trade Policy in Mexico". mimeo.

H.C. Moreira & A.B. de Araujo (1984). "Politica Brasileira de
Importacgdes: uma descrigdo". Rio de Janeiro, IPEA-INPES.

J.Noguez & S. Laird (1988) "Trade Policy of the Highly Indebted
Economies", The World Bank, International Econonics Department,
Washington.

J.A.Ocampo (1988). "The Effects of Liberalization and Direct
Import Controls on Colombian Manufacturing, 1976-1986". Paper
presented at the UNU/WIDER conference "New Trade Theories and
Industrialization in Developing Countries", Helsinki, August 198s.

A. Martinez Ortiz (1986) _La Estructura Arancelaria vy las
Estrategias de Industrializacion en Colombia 1950-1982 Bogota:
Centro de investigaciones para el Desarollo.

H. Pack (1988) "Learning and Productivity cChange in Developing
Countries", mimeo, Wider, Helsinki.

D.Rodrik (1988). "Closing te Technological Gap: Does Trade
Liberalization Help?", in G.K.Helleiner (forthcoming),_Trade
Policy, Industrialization and Development: a reconsideration.
Helsinki and Toronto: WIDER.

S. Teitel & F. Thoumi (1986), "From Import Substitution to
Exports: the manufacturing exports experience of Argentina and
Brazil", Economic Development and cultural Change, 34.

UNIDO (1988). Handbook of Industrial Statistics. Vienna, UNIDO.

(1985) _Industry in the 1980s: Structural Change and
Interdependence. New York, United Nations.




89

V. Urquidi et al . (1987) "Export Promotion of Manufactures in
Mexico". Joint Research Program Series no. 71. Institute of
Developing Economies.

L. Vvillar (1989), "Comércio exterior y politicas de ajuste en
Colombia en la década de los ochenta". Presented at the annual
meeting of the members of RIAL, Madrid.

L.N. Willmore "Controle Estrangeiro e Concentragdo na Indiustria
Brasileira", PPE 17(1), Abril 1987.



APPENDIX TABLES



8779
8G1'e
Eve°7

6ce’e
85e"e
BeE" T

IALN
8519
1113

2909
611°9
AN

C8s1

G609
GET"e
ove"s

Gie'e
Gee'd
1eets

ve'e
91°9

9ty

({89
9ET"0
898"t

¥847

8e1°e
AN
1681

£28°0
9ve’e
Ecet

510°9
082°9
59¢*3

GEe"9
ce1°e
2987

¥80°9
a11"9
981

£867

110°9
£19%e
che" s

618°9
BED'D
6%0°%

bi8'e
Tee
L66°9

861

¢t
Co1°9
£66°9

689
nE0°9
000°%

c1e’e
£1ce
[{JAR

8ve°e
E6d'e
Cho"t

809
veo'e
16679

18461

"4Ueg piJon

"8867 $0 Y00GJe3) ' S113S5I3e}5 [BIJUBUIJ [BUOIJRUIAJUL, ‘PUR4 fIe)aucy [RUOI JRUIAJUT

"I1 10A ' 53)BaJBBY UIRY 40 SISRIRUY :531]513R)5 S5}

t [RUOI3RN, ‘SU0IJeN pajiun

T 10A ' %000Je3) 5313513835 3peJ) [eUOl JRUJAJU], ‘SUOIJEN Pajiug -5338005

#cite
£ea’9
£96°9

b9
70D
clb'e

AN
18179
91

£90°9
6809
9c0°7

co:’e
can’o
886°9

0867

P19
9.0°9
ovs"e

ciete
CEe'e
¥96°9

9ce°8
69179
(A

£/0°9
L8979
AU

v8e°9
Gyee
18679

bL67

AN
1AL M)
cE6'd

9989
Ccee
6569

£18°9
69179
9631

999°9
bine
£re’

-t

cie'd
19050
6869

8441

£80°9
£cee
856°9

Cvo'o
AN
£96°9

[08°9
(AN
(A

AL N
£G8°9
609°3

/LN
890°¢
b6

L167

(X U1) SR-B/4T ‘1Zedg

AN
£eo’o
86890

69079
%Gy
T46°0

N
890°9
9460

96t

602°%  bvi'e
bv¥0'0  8vd"o
989 veB'e
11T°8 48770
6ce‘'e  Gze'o
816'8  9c8°e
818'e  /Ee'e
S8T°8  veEd
9% 92°%
cr1'e 997°e
1/0°¢ 66070
6566 £E4%a
981°0  [2t°9
£98°0  3/0°¢
£76°8  v6'e
LL6Y bL63
54078 i

JaAEREH

cli"e
8ce’e
990

15179
6c8°9
6(8°9

9€8°9
4 )
84E" "

680°9
bio"e
066°9

EL67

LVE'd
che'e
C67°9

891°9
cEe"e
v98°9

666°9
VeGS0
cov't

16179
651°¢
695°9

8/0°9
G9°8
869

cLbt

. 55OU3A1Y) Jadeen)

v9E"d
666°9
AN

819
620°9
cvae

98
ELr'd
/4 A

cee”
AN
Cvs"@

AL
756°9
C86°0

1467

.
620°9
6648

95178
cte'd
1889

L£9°9
bAL A
6L

996°9
£98°0
1669

863

((1)¥) 0130 puesaqyjiodu]

({1)X) D134 pewaqjJodx3

((1)2) 553u3A1}1Jadwo)
y33] Y461}

({1)¥) 01384 puewaq)jiodu

({1)X) D138 puPwaQ\}0dX3

((1)2) 553U3AI}1jadwe]
R43snpu] RARaY

((1)¥) 013eJ puewag\}iode]

{{1)X) Cljed puewaf\}Jodx3

((1)2) 553U3A13) Jadway
53Jn}oR4NUEY 14517

((1)8) 013eJ puewaqjiode]

((1)X) e13eJ puewa(JJodx3

({1)J) 553u3A1}132dw0]
STANLIV AN

((1)¥) 0138 puewag\jiodu]

((1)X) DI3eJ puewag\juodx3

((1)]) 553uaA1}1jaduoy
30v41 W01



6EV°8
{00°0
8854

vEc e
16079
c98°e

N
%9
LAL DR

L(1°9
£90°9
Gag o

671°0
ch1'e
£86°0

686%

661°0
b60°0
G680

veo"o
Eeete
866°9

AN )
55079
8.8°9

£11°0
680°9
€460

867

¥G5'o
174 )
(TN

£E0°9
9€0°9
190" 1

£41°9
560" 9
c98°90

AN
9000
¥56'9

€867

LN
GEo'e
98¢0

9v0°0
chd’e
L6469

91c°0
6v0°9
£ege

AN
?:0°9
cho'e

cBbt

9v50
£v0'9
1059

6Ec’o
LA
£18°9

959°¢
970°@
818" 1

81c"e
£G0°0
5870

GET o
10879
chb'

1841

(32
CJd g M

{6C°0
1969
£58°0

geEv e
bea o
76570

£oc e
G789
c98°9

66070
55070
8co"t

AN)
{50°%
588°0

c1i°e
B11'e
co8° 1

LYERS

b e
XX N
(6579

1e'e
140°0
098°0

%00
SN
£1e°t

64179
{509
8i8%e

AN
50170
{88°3

BT

881°0
0/0°90
188°0

av0°9
760°0
910°17

59170
6709
548790

LL83

(% Uy Gg-psi1 "3l Iyy

"8847 0 100GJR3)4 ‘ SI13S513R35 [R1aURUL4 [euo) Jeusagul

‘yueg plion

‘punyj Riejaucy [euo)jeu.aju]

‘11 oA ' S33eBaJBbY wrey o Sich[BUY 3213513235 Sjuncady [BUO! Je)_ 'SUCIJRY payiup

LI
£0°9
£vs"o

{879
civ'e
v88°@

ceo'o
7409
LE9%3

1370
7989
5680

9467

Biv"0
geee
8950

6EC" 9
L
{vo'e

8ceo
.U
{981

v81°0
1800
{6879

LASN)
AN
8660

GLb3

o
121N )
{89

ove°e
801°9
370" 1

AN
£40°0
1860

LA
c1i'e
G86"0

bi63

¢y 3L

chG e
(AN
8859

8o
699
3501

(AN ]
£80°0
AN

Ce1°9
{119
[$1 ¢

€463

100
G909
1AL D8

1178
b70°0
£68°0

co3’e
£oite
100°T

CLbT

:5J03BI1PU] S53UIAI Y1 Jadwor

£65°0
6209
9iv'0

N
££0°0
810"y

Got°o
LN
{89

(LN
8/0°0
9469

Y63

I 10A © ¥00qJ83) 531351303 3D [BUOIJRUIAJUT, ‘SUOIIEN PaJIL ‘SIIANDS

5co"e
cEo"
08°3

6610
9E8°9
(E8°9

C1i°e
001°0
G840

067

((1)0) 013eJ puewaqjodu]

({1)%) D13eJ pUENaQ\Jodx3

((1)3) $53U3A131)adwey
Y33} Y6IH

((1)%) 0132J puewaq\j.odu]

((1)X) 013ed puewag)jiodx3

((1)]) 553U3A1]132dw07
RJ4ISNpU] RARaY

((1)¥) 013eJ puewaq\jJode]

((1)%) O13ed puewag] 03

((1)]) 553LaA1}1jadwo]
534n}IR4NURY 4R 10

({(1)") 0130 puesag))sode]

[{1)%) 013eJ puemag\jJodx3

({1)]) 553UaAlj1jade0)
SIUNLIV NN

((1)¥) 01324 puewaq\)sode]

({1)¥) 013eJ puewaqy3.todx3

({1)]) 553U3A13132dw0]
30v4L W10l



6EV°0
(v
88570

bEC'd
160°9
c98°9

{89
146°9
1AL

{178
€96°9
5889

671°9
cei'e
€869

G861

AN
8189
EvG'o

661°9
b60°'9
548°9

vER'd
2% M)
8669

8.1°9
G5e'o
8489

G119
6800
E{6°9

b4t

¥55°9
A
AN

LT
480°9
g

GEeto
9€0°9
100°1

1)
550°9
8o

cci'e
9.0
bG6'9

£847

6959
et

98% "0

9ec"0
c7e'9
8o

90°9
che'd
(b4°9

912°8
6v0°9
£€8°0

LAN)
909
ché'e

841

A
AL N
£18°0

9509
9909
ate" v

81¢*
£50°9
GEg'e

GETte
£8°9
ché'd

1867

8659
vEa"H
959

1€2°9
£Geo
8o

9%0°9
9/8°9
6ce’t

18279
199°9
£58°9

EAN)
9lig
6469

8847

BEv'8
bEe'o
9659

£ec'd
Gye'd
989

S O~

() h—!g

® B> D
-

-

AN
JAC
5889

Git'e
811°9
coo';

6463

1ig'e
1489
0989

v
GGeo
£10°7

LTAN'
1580
889

cel'e
LYAN
£89°7

867

15H°9
LN
9659

8870
8/0%9
1889

ovo°e
9G0°0
9103

5919
890°0
Gh8'9

7879
8c1°e
et

{165

"8861 40 ¥004JB3) ¢ S3135133g (=iduRy) 12U01 Jeuajuy

‘11 toa

bob'9
LER'd
N

£87°9
ci8'e
¥88°9

GIo'e
140°9
L68°3

AN
999
G68°9

AN
5170
00"

9467

,53)e63U66Y iRy 0 sishiewy 5311513835 53003y {RuO ) jeN,
[ 10A 7, Y0004834 5313513035 apeay {evorgeusa ;. * ol ey Pajiun :S37un05

Bivo
)
6959

8cc e
Chor s
¥Ga'y

8ce"9
G609
L18°Y

¥81°9
186" 4
£68°9

(A3
cii'e
866°9

5463

99v°9  T¥S'e 2550 oo
0500 6ET'0  90°0 4209
Y850 8850 #35'0  9sv'e
LhE'0  402°0  weT'9  pozve
¥60'0 (900 v9e'p  scata
(¥8'0 0980 e/8'0  2c8°e
0v0'0  820°0 1200 (209
8010 6/00 G900 se0'e
898°3  1S0°T  wee'T ety
610 810 T/1'0 ghte
€600  €80°0  ¥90'0  Zvo'e
106°0 14T £48°0  /vg°0
018 Gese 2010 wee'o
S11°8 /110 co1'0 /00
5860 TTOT  180°T  9s4%0
bL4T £L6% cLbt 1461

(1 U1) SB-0/47 ‘®10W010] :5J03e31pu] SSBUBN 1 3190000y

€'Y 31891

"HuRg piloy
‘puny Riejauoy [euoljeusajug

‘SUOIJEN pajiun

955°8  (1)¥) 01304 puewagysodeg

1108 (1)%) 013eJ puemaqy j.0dx

9549 ({1)3) $53uaA1}13aduoy
423] Y61y

9E2°8  (1)®) 013es puewagy)sode

¥SH'8  (1)X) 01304 puesagyjuodxg

b28°9 ({1)7) s33u2A1)) ja4m07
Rajsnpu Raeay

S20°0  (1)®) 01304 puewaqy)Joda;

ZE0°8  (1)X) 013es pupwaq\3Jody3

083 ((1)2) s53uaa131324m07
S3.n3oRgNURY 34617

8671°0  (1)¥) 01304 puewaq\sode]

9£0°0  (1)X) 01384 puewaq\)sodxy

££8"9 ({1)7) s53vaA1313adwoy
STUNLI WM

S13'9  (1)%) 013es puewaqy juoduy

801°0  (1)X) 013eJ puewagy a0y

5869 ({1)) s53uan1 ) jaduoy
30981 w101

A/6%

——————

m




8ive
vhe"
989

€otd
7S
166°0

£c0°9
66079
crety

£ci%e
9:9°9
El6%0

ocv"o
862°9
8/8°9

560°9
ERA
886°9

9c0°9
8c0"e
cie’t

513°0
9609
€869

990" 9
€39
(8177

€867

€€
cho'e
69979

6c7"0
3€0°¢
806°9

1€0°9
i )
166°9

A AN
cbete
68870

886°0
8c1%9
oot

843

b9
5209
1999

ceate
510%p
€860

LIAN
bedte
5489

66979
6/9°9
6869

1867

55€°9
6co°9
v(9°9

1]
ey
€680

8co’e
208
¥86°0

9v1e
£29°9
188°9

ce1"e
080°9
Bl6%0

0847

5vE°0
LN
569°9

5ci'e
vEo' o
N

6ceo
960" 9
970°%

AN
9E0°
606°9

160°@
¥70"9
€670

6467

8oc°e
950" 0
8vi’e

8719
E0°9
61679

910°0
909
6cest

801°9
0¥
cEé'o

£{0°9
8700
£86%0

8463

£este
850°9
5cSo

81c"
ch99
€889

bi0%8
) Y]
Ty

67c°9
AN
Cva'a

£90°9
050°9
£86°0

LL6Y

(X U1) ¥B-9/47 ‘¢

"8861 30 q00GJ®34 ¢ s313s1qelg [eiaueu)y

"I1 104 Y sajefasy v

81c”
£80°4
i(8°9

509
avi‘e
£80°1

899
0608
X

€09
ohd"y
69670

9463

9150 8250
1508 /070
L I I
81c'e 9920
150°8  c89°0
W8'8 6280
550" 911°9
e e
990°% gy
85¢°8 /420
690°0  111°9
118°0  ¥78°0
clO'0 4800
EEQ°®  choto
1960 5470
8463 Vi63
3y sioyen;

(ACRENE ]

985°9
£1°9
155°9

L)
080°9
988

1179
€cc'a
877

Goc o
519
1€879

180°9
£5e'9

9/6°9

£L67

(8879
tE1°9
L)

cie’e
N
ci8°8

160°9
69179
e

0/0%9
LN
bi6%9

cL67

U ERUBAII3a )

LGIRLITPE YY) S
A 40 SISRIRUY 5313513835 S3Un03)
I 10A ¢ xo0queay )

4989
1e1 e
19279

€800
930
¥5e° 7

€670
get1"0
5180

STN
Geote
1469

16T

Eva"e
809
kv o

Gi0%e
ov1°e
590°7

66270
Géote
56.°9

£98°9
£coo
996°9

9/67

"yUERg plion

pung Riejauny [euoijeusagug
Y (eUCIjeN, ‘suoijey pajiun
1513035 apey) [BUOI Jeusajuy

‘Su0l RN pajiup 15338008

((1)%) 013es puewaqyjsodeg

((1)X) 013e4 puewagy Juodx3

({1)J) ssauaaiyijadwoy
33] yb1y

((1)%) 01382 puewaqy.ode

{(1)%) 01384 puewaq )0k

((1)2) 553u3A131 3240y
R43snpur Raeay

((1)%) 01304 puewaqy js0de]

({1)%) o1yey PURN3Q\ JJ0dx]

((1)3) ssavaniyijadeoy
Sadn ieiriey 14617

((1)¥) 013eJ puewaqyyJode

((1)%) 01384 puewaqy ju0dv3

((1)2) $53uaA13)aduay
SIANLIY v

((1)%) o13eJ puewagy)sode;

((1)%) 01384 puewaqy}.0dxg

((1)2) s53uan1y133dwoy
30981 w101

e e e e e o e e e 2t e



b3790/68

THuRg plaon

FIS1IRI5 TRIDVRUIS 1RUCIJRULBIU], (PUN4 RARJIUOY [RUOIJRULBYL]

11 I0A 7 S3IEBIAS6W Uiwy 10 31RIRUY S3135)1RI5 S3UN0IY [BUGTIRN  ‘SUC!yEN p3iug
HOOGARIL 2313817035 A0RA) [RUOIIRUIBIUT, TSUCITRN PAIIUG 1SITYN0S

shTE 0670 ABATT & BCETT O TOCT k6T 98979 S3m4 pue s{in 3igRiataa ‘iemiuy
T bceTes- 69E78T-  RETpE- 343 PRCTRI- BACTTT- AbbURT- £80°4- s{any [rdauly
N VAN 8% ATaH L BOBTET W6 wiThe 34 S1ang 3danNa ‘srelsajey apnyy
YN oA 58T BT 831 bete BT TR 9598 01IRE0] PUB 536BJ3A3g
Yty PELTES 5C7TFT BERT BIFTHC TS 6L ATITER WRUER S[ERIUY 3Ai7 DUe pooy
e 5ckTe- co3'e- 8B TE- 9287 $Te- BEETS- [l67T- TigE- S{B335 SN0JJ34-uoy
L6287 2%- ackT7e- L R e R T AN ZHEIE PiCC 959T8C 9LlTT SIUNLIYINNYU-NON
AR A e5CTe [9%Ty 03T E9STT antte BCL7T- 0 95075- 99T~ WER'R- 94D T99Th- i/b'9- "dinby Jodsues)
BETe- MeTe- N O R 1A S LAl A= S MU= SPTCE- BR9TAT- BEATSC- 529U/~ 9Y/'eE-  [beEI- haauryey
FELTT- 96879 CPRTe- BIETL- [LTTE- 0 TBATR- GhETII- Y70~ 9EETST- 8697CE- TIATEE- BORTRE- 4[27/Z- bERT/E- HJ3L H9IH
SETTT O TEYTS IR TRTT 49Rh- 902'3 £89°  /E0Ti- ME'C- C8CTE- B/376-  GARYT- D/9T/- TeR'I- 311°9- 662 h- RE.inieyay
LEUE SRWRTR O SERTe- pRTTe- S/ETR- 0T0Te-  LITe- [iete- CYbTe- E'0-  4Tp70- CPLR- B8TR- 19970 odpe- g%%"e- SULW 2111R33y uoy
FLTA- CRE'S- BRITE- G- BRSTI- RRETET- MATAT- LUTI- /£0°0T- E95TWI-  0Di- BETT6T- FETTRI- 2BATHI- 984T~ bbTCEI- s{e3imayy
YRRTL O EZT. vERTh bRTCTT O AvetR 95TR EEGUA- THETI- 30T a/pti- £O87T- TSI 90RTT- 9/9'3- //8°3- Jadey
LT A S YELTE PERTII- O RRRTAT- 96BTCT- BIRT/T- GR9TAT- PL4TTE- P89°LE- 6ERT9I- MHLTEE- 491772- 886TAR- ASLSNONT AMY3H
L6275 6BETS GIATY O WETE O RTR'S WBTH O GSRS 498t 98E°C  Eee'y  LiCw 55°5 R&ETE TBYTT 948°0  9vCUe EEHEREEN
TR VWD NBTEC S4EAT FLTEL (TSR TR et CBCTTC  SVL'BE TVTIT BSSED  BLLUIE 9G/T4E GORER cERT5C dno.g pooy
SCETLE AETRL GLLTGT SSTET 6YAE WUTUSE 895°5T ByatoE 8CE78C  885ET  SAVTZL  T0TTR  BOSTLE [BTEE  26.L7 fver i STUNLIVANNYR LHOTT
L627HE TTET  PBTHT AATST 4TPT9T TATRT &35 WYl 25~ EPETIC- OVRUEE- 959TeT- Su/tee- S3NLIVINNYN

5847

Jores
fval
o~

P

£84° oBd’ *8é% #8567 6447 BL67 LL67 9467 B4 vigt EL65 clby 16T Bi67

SG-9/4T "Lizedg abejueapy i jeiTdNc,

Ea-AER 1!



BLTT-
028" h2-
695

SLE" 62

nrren
23 2~

valte
295

556745~

7341

St
26893
ARTTEE

T

(5]

Ay
T8

505782
589°4¢
9%
[N
AN

nreTe
RSN

cr-
NEE O

70970 B0 £4770-  vTbg-
858%Ci- aeete  Zistze- Thitie-
SVETTD WTUEY O RRTE 49par
COC°A- 0RRB  Col'0-  433e-
LA A N I o
(57786 BST'SE eebte/  5ogna
BT RN0TSL WetRa £35erR

COB'E-  B'S- BBY'9-  9/1%9-
UT- B98TT- wBe'E- gezir-
PRI IALTET- 9IZUBI- epErtEi-
ST METT 4657 bezto
VELTET- aatge- Al- 354TCr-
SY9'S- ERETE- [8TET- 1myg-
AP SHETI- Z69T ss4te-
CLTTE- REVTRI- BEETO- gpheo-
VAT BI0TTL- Re4T24- CRLUCR-

2T Eget-
&5V - (2 [z-
ETP"8E o802
6978~ v2p'e-
870~ be'i-
9700 B4E'S
cclths 8397
LI TR AR
890 Th- IS Bh-
5938 obbeos-
275~ L40'5-
9ETE- peBti-
91463~ 555gT-
SWN e
TLET6Y - 65ETTT-
BIFTAT- Bo9/-
206°3- it
BIE™?- 935t -
CCLTbh- pTetip-
bLES 867

L2
F16°0E-
Pt 92

23 1-

e
50674
oP8" LB

87¢°2

E5L" by~
870" /(-

[T
jo]

oF

[T e 6
-4
t

P~

o Cd
= O
-l
-t
1

04 Cd oy
[508
[N

RO AT

mrm uCI
EBT ty-
ViE Y-

518%%-
6853~
YreToo-
&¥5°Y
LA
£eg -
069" 5-
197" 8-

bk 84~

9/8%

7B-857

} $0 ¥0DGAR3L ' 5313513E)
04 ‘ S3JBB3IESY vy ;0 g
oAy

2070 240 Zegte-
PO Lb- vGET9E- £BEI-
BvIIE IEPE £1/t7
CPE'D YR HUN
160 uﬂ- 53749~ Ciitee-
ESPTIRT BRATITZ 5SnUihy
pER % &P27UET 278°ETT
959750~ 4271702~ 4£2'92-
BL87T0- M9476E- 94BTEE-
LES" 845799~ BSE'95-
Sl ETTEI- BUM4-
PEITC- pI9E- pasti-
CBY'EC- LHLYE- aRnUIz-
BT SRR 2
648°CC- LI99F- ICHUHE-
LRNA N YA SR A
7855 41TEE- £91E-
V- veLt5e-  B9STLE-
PEF" 40T 492" L%~ 299°e
5463 bi8e €467
'ATEY) 2BRIURADY 3A;miRe

EA RN

URi g

Beite-
866" 1~
58073
N
598743~
arb oh
718°E8

-
.
=5
SO et e
-
1

J

<3

~

&

£y

(Y]
1

£25'51-

842" 82-

- 719°£8-

r.

[BUDI JRUAAU]

13513835 3pe.

£94°91-
£04" Th-
PoLTE9-

£{58-
Ev9 -
écltee-
F98°g

6577607~

vbY

7693~
658° (-
685°91
R

685707~
EHENTH

58714

ovete

067

pUT4 Raejauoy Te
mu“um“um“m SIUMOIY [eUOLIRY  ‘suotjey pajiun
(BUDIIRWIBIUL  ‘supijey pajiup :533.4n0g

yueg piiog
n0: JRUAI U]

5384 pUB 5{iD 31ge)3kaA ‘remiuy
s{ang [esauy
Slang jdaxma ‘sieluajey apn.y
QIJR40} pue sabelanag

STEMIUY 3417 pue pooy

EICRE N FUE LY

S3ENLIVINNYM-NON

*dinby JJodsues)
RJ3u1yey
HI3i H3IH

RE.mpe3ay
"SUIN 31][®33y oy
S(e3183y)
Jade
ASLSNONT AAY3H

S3[13xa]
dnoug pooy
SIWNLIMIONGN THODT

STUNLIY NN



ey’
184N

-
9

4

-

85y

ch
bod’
963"

o-
5

1-
95

Q03 Cd L
[
I

(93]
I

6B/98/52

385

I u

) Od oD S OO

h

3o w3
I

-

4kt -
ock’e
2L9
9T p-
SCyTéy
(983~
P(C %%

-
-t g

RSN
[

~0
e -~ P B Y}
-

[
U

Y Sad Beded
L AW

1P6TYE-

.
I

ad

©3 L) O
~§I) O~ O O3 M)
-

I

o % Cd
I

LY LI 9y WI Uy

-t
e

B¢
(3803

979

¥e8Tsi-
a5e"
Ly8°¢C

a
¢
9
A (%
5C5 ¥E-

5

e
v

O(ﬂt‘d(‘d

LRk
a6
u

eee?
(8C°F
58T

chée- B9
9c8%y-  S/8'C-
YLT0- 839°7
T B S
TA . - AT
T66°C- bLe'E-
PLETTL WERTYY
68E793- BLL°HT-
PYETGE- CLTWC-
TLEEY- 9% 5E-
B98T (- EcE9-
8T8 93T
279°TC- BPYTAT-
(@ve-  [EE°2-
605°9E-  /Bb" /-
(5S4
EHC L S
ST ESEC

28-846

"BRAT 40 WODGUE3L ' 3213513EI5 RITURL)
11 1on ¢t sa3es mgmma Uley 10 SISRIW m

£76"79

83 02-
189y
966" k-

269" 8-

GiLh v
@@ﬂ 5i-
472

AR

¥oE"8
6007 0-
b3

9430

L4

1 oA _j00C4RS,

YEBTT- 46E7C- (LTI TERTI-
ceh'y o 9%e 2aTS 9389
5877 9Rti- 0 TERTT- w9RI
26878 /BB'® 9257 4EL°R
thB'6S  EGLTES  9BETGS  L¥USS
yeatc-  058'5-  4E9°C- 840E-
SEATET  T64°S ARICOD 2/GTeY
SELT8R- CIPTLT- 4WLTYI- TEETOI-
8667¥C- ¥RRTEE- TEQGC- FEET6e-
AE87Wb- [/57BE- 499°5E- Gb(CEb-
3E9TAT- SE9TeT- CEIT/- GIECR-
Ev&T® 2V [9e erte
TO8TT- BCETEY- TRLBT- GERHI-
19875 B6E'P- WESG- bL4T-
POLTEE- BCTWE- B/BTIE-  ¥94°9:-
LA LA VAL TR VAL N
RS- IO AR - A L%
LA TE VAV AT X T IR S A T )

FORTES- TALTRE- RRITIS- 2/5°99-

2487 LFAN £L6’ olb3

T ORIOI0OIDG CREEIURADY 3t )EiRCUD

i
o
153

‘yueg piJom

{BUDIJRLABIUT 'PUTS SJRIIUOKN [BUDIJRUJAIU]
PISTIRIS SIUN0IIY [RUOIJRN . 'SUO}JEN Pajup
STIPI5 3DR4] [RUCIIRUIIIUL, ‘SUOYIEN PAYIUR SIIHN0S

m OCI

£vit98-

RL6TL-
bic

174

68577~ 5383 puR 5710 3{qejabaa ‘(ewiuy
cchts 51ang [esauly
mxm.s mﬁw:w umwuxw .mﬂm_gwumz wvvgu
5¥9° - 0328GD| pUR SafeJAAIY
(8VEL S[ERIUY 3A17 pue pooy
ave - S[BJ3N SN0JJIA 4-UON
AT S3ANLIVANNYH-NON
9.7 98- *dinby jiodsued|
£38T42- faauryoey
168°C5- RJ31 HIIH
£38° 13- R6unjejay
v6c @ {3y uoy
th9Ci- s{erreay)
#c8°5- dadeg
cBY " 42- ABLSNONT ANY3H
T S3[1IxXay
i8zte dnoJg pong
A SIENLIVANNYE 1HSTT
Ve SIUNLIVANNYH
847



TuRg priog .
I8 (BRI [RUOIJRUABIUT, ‘puny Je3aucy [BUD! JRUIAJUT
SISR{BUY 1S313513235 Squnndoy [BUDLIBN, "sunijey pajiug
2I10A T In0ttea) s3033iqe3g apea) [BUDLIRWIAINT  'SU01 RN PaY 1N (53708

# WD Y- T0/TA- 4k/tR- EpEta- Y- TEVTR- L6379 492D- 3geti- VEETR- ¥BI'H-  49170-  4IE0- sje4 pue 5110 a1qe3aban ‘femiuy
Tad BIOTST 2694 [19UBRT L{0THY pEores AP OSEETT 96Y Sty pagte- STh- BEZTI- THLR- TaTve- o 51ang (Radupy
88T~ CEETS- MMATI- 3020 ZiE'e G- TR~ 5399 964 Lot ©6VE BT EET et Ruie 513n3 38a0%a 's{elJajey apna)
PERTR [BETe 5E3TE 94 BEE'®  B/5'8 e/ tAte goote PCRTE TRBTe TATTR Z9ETR fhhe are 0JIBq0] puR s3be.anag
M- TEETA- DT ARY- /9Ee- TR RO A S LU A L -1 0 AL AR S S AT ol SR PLS S{ERIUY 3417 pue pooy
PIATT W Ao 989%k-  898%h- A R S €7 N PSS RIS LB @' e98te SIR33Y SN0JJ34-uoy
PEETES 9EPES LS/TTL CERTAT G4TUa9 BLE'CY  VAOEL  [RE°ST [eTHZ veprar CHTTST  BETTET TMRTET BRETIT 20043 SIUNLIVANNYR-NON
86579-  A4TTE- [BTTe- 85820~ 9EATTI- Z10TTi- BbIUB- ga/ts- ¢S076-  B.TL- WET'9- IBYS- /99°9- (578~ 4417 "dind3 yiodsues)
EYA A I O A B99TEY- TOHTRZ- Z38%8E- T4TIT- beEhI- WETTI- LETRT- 90T~ BI9UEI- £iatoi- 058°3T- heTE3- Raay yzey
B6ETPE- Z¥9TRE- §/57iE- 0E0TSL- TB6TLE- PERTEE- (TSR [9%Uor- 1B7T9C- EL5T8%- EBZT6I- [/5°03- b04'fz- c189t- 88y"iz- HJ31 H3IH
Brgee- B98%h- 4L67R- 553793- NE'- Db~ T6E'T- MR- pigte- BCC'e- @3- 9iEte eegte ivsTe- REunre3ay
Bolte U 4 A SRR T 66378 [R8F wET i597p LEE™® BLSTR /9% 719'9 toop LR TSUIN 31{[R33y uog
AR W|IEI- IRLTII- £947¢- VLB TR RREE- 4dh- 597 TSP~ G6TR- athte- Lohte- EILER B ]
ehTe- PRRIC- MRZTI- pR9TE- WO SERe- 8T8~ 49/te- copte- CSET- EIETT- BIUTI- 1E0e- 494- i3dey
PEETIC- dAN- wbTEZ- R8en- EACAR S 74 A TRVl St S 38T BB oEe- g2et(- ceR's-  j08°y- AYLSNONT ANY3H
68378 [20T8- p4etp- L9875 L6ETE- I59'% Feétn rae: 99971 2483 PEVTE  ZB6TR £04T0  Chb'g ECIERES
005" (R4TT- 5R4°z- 8/C7C-  IGL'- 4GS UL oy ¥8Lm? 59°% VBOTL  STLTY L ESw dno.g poo
chTT-  ETeTI- gste- ClE™v-  BSETE- @Y g 1maen ertE 997y YA PR VA € B Y73 SIURLIVANNYM LHIDS
MRS 9CPTES- TRLTEL- DERTSRI- 84%UH9- 8LE°Ch- CGRTTE- [9E°ST- /BbTWE- yLyial- CO7'SI- BETT6I- TAREC- PEZUIT- Zental- S3ANLIYVANNYR
5867 £84% by 1365 et LYE BLbY LL63 FL63 YLy Y6 clbt clby 74 8i6%

U7 25BJUBADY 31 jRRCEDY




