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scica idea of the possible reacticn of the world narket to the supply of Chilean
panufcactures, based on the price at which they would be thrown into competition with
sthers.  As.to the scale of supply, it wes not felt that placement would present any
nejor problem in view of the small volume involved in proportion to world demand as

a whole.

7. The competitiveness of the preducis in questicn has been analysed in terms of
tha irternational market rather then of the more farcuracle market of the countries
nerbe=s of the Latin Americon Free Trade Assoclaticn (LAFTA); however, the estimates
vofe; to total export capaclty regardless of Zestination.

8. At a later stage cf the zmalysic it my D¢ necessary to examine the behaviour
of the world market, but that will have to b2 doune in terms of its component national
‘markets. Such an examination is b7yond ihe cius of he present report which, as
0lrcady siated, takes into accoun: only the order of magnitude of world demand as

_ comrerad with the supply of Chilesn wanufocturcs. In breaking down that total
demnnd into its nationed. compononts, consideration wouid have to be given to the
favoureble and unfavourable factors cifecting “he various netional markets. The
peeznacts described in chapter D for exports of mdnufactures, to which reference

voo made earlier, can be consldared enccuraging, esgecially over the medium term.
Tiring this period (four or five rears), this export potential might reach $200
rillion, while over the short uerm (ome or two years) the prospective figure is
abous $100 million, as shown in table 12.

0. It should be pointed out cnce agaiu that the above figures are given purely

cs £ pulde; thoy vepresent, not taprgets for an cxycri prc3ramme, but an assessment
i fodtustrial expert. copacity under the.mpecific conditions roferrved to in
the :raceding paragraphs.




1. EXPORTS 1W BUCENT YEARS
10. 1la Chile, as in the countries przviously studiced, total exports have been on the
increase in recent years. Up to 1953 the increase, though not very pronounced, was
constent; it became more marked in 1964, was raintaised in 1365 and seemed likeiy to
continue in 19066,
11. Of the thirteen sections into .hich Chilean foreign trade statistics are divided,
thet of mineral products (section I) is the most important, representing about 25 per
cent Ly value of total exports in the period 1960-1)65. The other sections are of
minor importance; the most noteworthy among them are agricultural products (section IV)
and products of the metallurgical industries (mainly articles of copper) (section X),
each representing - the former fairly regularly, the latter sporadically - about 5 per
cent. The remaining sections represent very small proportions - 1in most cases less than
1 per cent each - of total expoerts (see table 1).
12. The purpose of this report is tc eramine, within the general context of trade, the
place occupied by manufactures. Under the Chilean statistical classification, as under
those of other cauntriesl , total manufactures cannot be arrived at simply by adding
togethar the figures for certain sectinons. It was therefore necessary to make a new
clasaification that took into account products which had undergone a process of industrial
trancformation and which could thus be classificd as ma.nufac’(.u.res.2 Accordingly a
number of manufactures were picked out within the thirteen official statistical sections;
the vaiue of exports of these products is shown in table 2.
13. The total value of exports of manufactures remained steady at about $35 million from
196) o 1963. In 196/ this figure was more than doubled, to almost 477 million. and rose
again to more than $92 million in 1965. Exports of manufactures also increased markedly
as ¢ nroportion of total exports, from 6-7 per cent in 1960-1963 to over 13 per cent in
196%. As will be seen later, the increases recorded in 1964 and 1965 were due almost

entively to a great increase in exports of semi-manufactures of copper during those years.

1/ See the studies on Argentina and Brazil.

2/ In this report and subsequent reports in this series, the term "manufactures"
includes "semi-manufactures", which are generally those products so defined in
document TD/B/C.2/3 prepared on the request of the Special Committee on Preferences.
In a small number of cases and for reasons such as the special importance of a

given product to the economy of particular countries, it was considered desirable
to depart from this classification.
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Tabls 1
CHILX - TOTAL RXPORTS
(Ihcusends_of dellara)
Se~tion 1960 1961 1962 1963 1964 1965
I Miperal pruoducts 427,143 438,388 445,087 479,098 516,556 564,100
&
T e renta " Cf e 2,008 3,41 3,087  2,2% 3,026 3,900
111 Products of animal origin 9,133 12,689 9,976 11,268 13,396 12,189
IV Agricultural products 19,082 21,030 27,11 26,242 33,881 24,647
¥ Pood industries 3,455 2,649 2,823 4,487 3,337 4y N6
V1 Beverages and liquors e 383 573 1,101 920 786
VII Tobecco mamufactures - - “es vee e -
VIII Textile industriecs 155 48 110 27 121 21
IX Chemical industries &y 15 7,510 7,96 5,109 6,652 7,057
X Metallurgical industries 18,407 13,326 4,721 5,975 38,227 56,473
X1 Machinery, tools and equipment 415 2,147 s 645 1,345 1,584
X1I Transport materials and
equipsent 24 904 1,590 354 1,5%8 2,585
III1 Miscellansous manulactures 4,911 5,677 5,133 5, 9 6,670 9,79
Total 490,017 _ 508,164 532,083 541,962 625,729 687,452
Indices
1 Minersl products 100 103 10 12 21 1R
II Natursl products of vaters
and forests 100 170 158 112 151 194
111 Products of animal origin 100 19 109 123 17 123
IV Agricultural products 100 110 w2 1% 178 129
¥ Food industries 100 7% 8l 19 9 13%
V1 Beverages and liquors 100 14 1% 6 27 233
VII Tobacco manufactures - - - - - -
VIII Textile industries 100 n n 17 7 L
IX Chemical industries 100 158 15 108 140 149
I MNetallurgical industries 100 72 26 » 208 07
II Machinery, tools and equipment 100 517 o 155 324 382
XI1 Transport materials and
squipment 100 422 %7 165 %47 1,208
III1 Miscellanscus mazufactures 100 116 1C8 10 1% 199
Total 100 104 19 i bV — I
Paxcentesss
1 Mineral products 87.2 86.) 88.2 88.4 82.6 2.0
<2 Natural products of waters
and foreste 0.4 0.7 0.6 0.4 0.5 0.6
III Products of animal crigin 1.9 2.5 1.9 2.1 2,1 1.8
IV igricultursl products 3.9 4ol 5.1 4.8 5.4 3.6
¥V Pood industries 0.7 0.5 0.5 0.8 0.5 0.7
¥I Beverages and liquors 0.1 0.1 0.1 0.2 0.1 0.1
VII Tobecco msmmfectures - - - - - -
VIII Textile industries vos ven eee aes see eoe
IX Ohemdcal industries 1.0 1.5 1.4 1.0 1.1 1.0
X Metallurgical industries 3.7 2.6 0.9 1.1 6.1 8.2
X1 Mechinery, tools and equipment| 0.1 0.4 0.1 0.1 0.2 0.2
XII Transport materials and .
oquipnent - 0.2 0.3 0.1 c.3 0.4
XIII Miscellanecus memufactures 1.0 1.1 0.9 1.0 1.1 1.4
Total 00,0 100.0 100,0 100.0 100.0 100,0

Sowrce: Official foreign trede bullstine; for 1965, provisiomal data.







CHILE:

Tgble 2

(Thousands of dollars)

oXPORTS OF MaNUFACTURES, 1960-1965

Section 19¢.0 1961 1962 1943 1964 1965
1 Mineral productg 2,282 4,039 2,786 2,301 3,068 3,72
Iodine 2,747 3,609 3,624 2,792 3,148 3,645
Mercury 4,61 352 149 54 5 55
Other 74 73 13 15 15 25
II Ngt uct t - - - - - -
and forests
IIT Products of animal orizin - - - - - -
IV Agricultural products 2,340 40575 34799 10,089 16,762 2,107
081.4 Fish meal 1,305 2,921 7,073 9,230 15,904 8,080
031.4 Whale meal 15 80 105 185 226 239
081.4/12 Other feeding-stuff' 567 586 215 23 30 7%
for livestock
052.09 Prunes 832 950 781 617 534 648
052.03/09 Other dried fruit 65 38 25 35 68 66
V  Food ipdustries 1,998 1,300 1,999 3,045 2,148 2,660
048.2 Barley malt 883 139 462 434 1,195 1,109
053.9 Preserved fruit
containing added sugar,
peaches in syrup, end
other fruit in syrup 512 475 535 514 573 877
032.01 Preserved fish and
salmon 90 23 - 17 2 3
032.02 Preserved crayfish,
spider crab and
other shellfish L67T 504, 838 1,168 290 4,06
055.52 Preserved vegetables
and olives in brine 79 129 149 81 37 146
Other preserved or
prepared foods 27 25 15 831 51 119
VI Beverages and liquorg 228 28 i3 .0l 920 785
112.12 Bottled wines 130 179 235 383 459 452
112.12 vines in other containers 203 202 335 717 455 329
112.4 Cther 5 4 3 1 6 4
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Table 2 (cont'd)
SITC
¢ fase- Section 1960 1961 1962 1963 1964 195
tion
VII Tobacco manufactures - - - - - -
VIIT Textile incustries 133 . 10 2l 121 24
651.5 Yarn and thread of flax 83 9 55 - 14 7
652.1/2 Cotton fabrics - pal 12 - - -
Other 67 13 43 7 107 14
IX Chemical industries 4,746 510 2,396 5,109 Ga652 1,057
581.3 Coiluioge 1,614 4,039 3,073 1,907 1,583 2,532
411, Fisk o1l 390 476 1,042 1,292 2,04 1,370
411.1 Whale oil 239 510 1,058 310 51 1,005
512,12 Hydrocarbons,n.e.s. 522 559 466 1,076 1,746 295
Other 1,931 1,926 1,757 524, 678 1,255
X Metallurgical
indugtries 13,407 1L326 472l 5.975 38,227 56,473
682,22 Plates of copper n.e.s. 7 408 109 9, 16,697 24,637
674.11 Smooth plates of iron
and steel 10,371 9,423 1,612 3,433 1,737 497
682.21 Copper wire,
uncovered 850 1,429 2,250 1,595 18,622 30,376
Other 6,679 2, 1061 750 853 1,171 963
XI Machinery, lools and
equipment 4o 2147 e8 [V R VS T5 T W07
723.1 Electric cable, not
insulated 121 332 54, 35 309 56
723.1 Insulatod wire and - 170 2 203 15 4
cable
729.3 Audions and valve 70 126 28 90 152 383
rectifiers
Others 24 1,513 244 317 859 1,141
XIT ZTrangoort materials and 204 206 1,398 234 1.598 2.583
equipment
735.3 Ships and boats of iron - 660 493 60 1,145 1,133
731.7 Railway wiacel rims 4 23 913 204 13 59
Other 210 221 192 90 440 1,393
XIII Miaccllaneous
manufactures 4282 4970 3,04k 442 2,890 8,139
641.1 Newsprint, periodical
and book paper 3,954 4,642 3,440 3,872 4,995 7,345
892,2 Printed bhooks, 7 40 66 432 534 819
periodicals etc.
Other 252 238 138 192 366 575
Total 36,677 39,204 32,954 33,702 726,830 22,736
Source: ECLA, on the basis of official statistics.
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1.. among mineral products (sectien I) manufactures account for conly a small preportien

of the value of expurtsé . In practice exports in this section consist of iedire -ond
mercury; bhetween 1,700 and 2,A00 tons cof iodine, worth bhetween $2.7 million and

$3.5 million, were experted ir the period 19A0-1965, almost entirely and in approxi-
mat~ly equal amounts to Burope and the United States.  Exports of mercury were
consideradle at the beginning of the period of repert (§461,000 worth in 1960), but inc
declined in the ensuing years sznd wy the end of the period had almost ceased.

1%, There are no manufactures under the headings "Natur.l producis of waters and

forests" (section II) =nd "Products of animal origin" (section III).

1. Under "Jericultural products" (section IV), some products which can be used as

e T

livestock feeding-stuffs - mcal made from fish, shellfish and whales, and cattle ceke -
are listed as manufactureéi/. Exports of these products increased steadily from 1960
onwards, and their value increased almost tenfold in the period 1960-1964. In 1965,

however, there was a steep dccline due to a shortage of raw materials for the products

of marine origin, which make up almost the whole of this secticn. Tahle 3 gives the
situation of the twe principal products in the section, fish meal and whale meal. At
the reginning of the period the chief importer was the United States, which in 1960
took almost A5 per cent of the totsl amount exported; but later on European countries
hocame major customers, steadily increasing their purcrases up to 1964 - “he peak
export year - when they took 90 per cent of the total amount exported. 1he chief
European importers were the Wederal Republic of Germany and the Netherlands, which took
more than $4 million worth each; Bclgium which took $2.5 million worth; and the
United Kingdom, which tock $1.6 million worth. The figures in table 2 show how rapidly
the export trade in these products has grown and how large a place they occupy among
exports of manufactures as a whole, except in 1965, which may he considered a freak
year.

3/ Potassium nitrate and sodium nitrate are not included among manufactures because
their prower classification is uncertain. Exports of these items are considerable:
$2.3 million to $3.9 million worth of potassium nitrate and $19 million to
$28.2 million worth of sodium nitrate. The main markets include the United States
aud some European and Asian countries.

4/ 4s this example shows, Chilean foreign trade statistics frequently classify products
by use instead of by origin.
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Table 3
CHILE: EXPORTS OF FISH MEAL AND WHALE MEAL LCCORDING TO DESTINATION, 1960-1965

De_astinatign 1960 1961 1962 }‘_993 196é 1965
(a) long
United States 12,018 10,761 11,051 20,157 13,203 4,891
Europe 6,516 20,916 48,248 54,496 123,563 63,926
Latin fmerica 102 4,179 6,962 12,165 1,334 205
Rest of the World - - - 1,153 300 184
Total 18,636 35,856 66,261 87,971 148,400 69,206
(b) Thousands of dollars

United States 847 859 1,190 2,169 1,435 609
Europe 46 1,762 5,226 5,821 14,508 7,663
Latin America 7 380 762 1,304 149 26
Rest of the World - - - 121 38 21
Total 1,320 3,001 7,178 9,415 16,130 8,319

Source: Official statistics, op. cit.
17. Exports of prunes reached a value afound the million dollar mark in 1960 and 1961,
and in more recent years have fluctuated about the figure of $600,000. The main
purchasers are the Federal Republic of Germany, Brazil, Peru and the United Kingdom.
18. Sections V to XIII list those producta which, according to the Chilean statistical
nomenclature, arc regarded as manufactures. However, sections V and XIII ara fowdd to
include products which are not manufactures according to the criteria applied in these
reports, and they have been deducted from the total; thus in section V the figures for
exports of fresh meat, fats, milk, sterches, flour and edible oils (groups 24 and 28),
and in section XIII those for group 81, which covers effects for members of the
diplomatic corps, commercial samples, etc., have been deleted. With these exceptions,
the data given in tables 1 snd 2 concerning manufactures will be found to correspond.
19. In the review which follows » mention will be made of the noteworthy products in

each section.
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0. Products_of the food industry (section V), which include preserved fruit,
vegetables, fish, shellfish, barley malt, etc., produced rclatively low.r
figures in relation to the country!s resources. The export flow was very
irregular. It dropped from nearly $2 million in value in 1960 to $1.3 million
in 1961; rose to $2 million in 1962 and $3 million in 1963; and declined
egain almost to the 1960 level: to $2.1 million in 1964 and $2.7 million in
1965. Only in 1963 did the total of these exports approach 10 per cent of the
figure for all exports of manufactures; this result can be attributed to the
great increase, up to 1963, in exports of preserved lobsters and shrimp to the
United States, for the decline in total exports occurred iu 1964, when seles in
that market shrank consideratly owing to a shortage of raw materials and an
increase in domestic consumption. In 1963 preserved lobsters and shrimp
accounted for 65 per cent of exports in this section; preserved fruit accounted
for 17 per cent and other products for the remaining 18 per cent. In 1964 the
proportion of preserved fruit rose to 27 per cent » that of shellfish fell to

15 per cent, and other products reprosented 58 per cent. In 1965 exports of
preserved shellfish increased again to a value of $406,000, but this time over
half went to Argentina. The breakdcwn for that year was 15 per cent for
preserved shellfish, 33 per cent for preserved fruit and 52 per cent for other
products.

21. The value affexports of preserved fruit (including fruit preserved with
sugar and fruit in syrup) remained at about $500,000 in 1960-1964; all these
exports went to Latin Americ.a countries, mainiy those contiguous with Chile.
In 1965 the figure roge to $877,000, of which ok $50,000 repreemited.eaides to the
Federal Republic of Germany and almost all the remainder sales to Peru.

22. Generally speaking, exports of preserved vegetables and preserved fish are
insignificant. Other products exported include barley malt ($434,000 worth in
1963, $1.2 million worth in 1964 and §1.1 million worth in 1965k, .all o &~
Latin lmerica and mainly to Bragil.

23, Exports of beverages and liquors (section VI) increased rapidly until 1963
and then declined. They consist almost entirely of white and red wine, and
form two.separate flows of trade. The first is the sale to Burope (mainly the
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Federal Republic of Gernany and Belgium) of wines in large containers (tanks,

deni johns, etc.); these are bulk supplies of relatively cheup wines used for
blending with other wines. The second flow goes to Latin America and the United
States; it is made up of bottled wines, and is much higher in unit value but

much snaller in quantity (see table 4). 4

24. The nain Latin American buyers of bottled wines in recent years have been
Colombia, Brazil and Peru; the United States accounted for a high proportion of the
sales tocther countries.

25. No tcbacco manufactures (section VII) are exported. The textile industries
(section VIII) export their products only sporadically and in small quantities.
Toxtiles had, however, been exported in considerable quantities in earlier years.
26. The chemical industries (section IX) produce exports of appreciable value,

The totals for this section vary sharply. The figure was $4.7 million in 1960,
rose to $7.5 million in 1961, dropped to $7.4 nillion in 1962 and $5.1 million in
1963, then rose again to $6.7 million in 1964 and to nearly $7.1 nillion in 1965,
The principal product in this section is cellulose (see table 5). Exports of this
product reached their highest level - $4 million - in 1961, declining in subsequent
years because of an increase in domestic demand. The entire volume of exports

of this product was sent to Latin American countries, mainly Argentina and, to a
losser extent, Brasil and Colouoia.
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Table 4
EXPORT OF WINES, 1960-1965
Quantity (hectolltres) Value (thousands of dollars)
Destination ----- - - - -

1960 1961 1962 1963 1964 1965 1960 1961 1962 1963 196, 1965

(a) Bottled
United States 106 158 151 226 174 168 Lb 82 70 110 93 94
Burope 10 7 36 23 3 15 8 5 6 14 3 U
Latin America 106 112 193 377 536 369 75 91 158 258 361 337
Other Countries 1l 1l 1l 1l 2 8 1l 1l 1 1 2 7
..T.Q.tsl 223 278 281 627 T3 360 130 179 235 383 4590 452

(b) In other containers

United States - - - - - 10 - - - - - -
Europe 1,552 1,910 4,211 M,116 4,107 3,976 182 194 325 1708 422 313
Latin America 100 36 35 45 52 67 21 6 5 6 6 10
Other countries - 19 44 27 267 52 - 2 5 3 7 é
Total 1,652 1,965 4,290 11188 4,426 4,105 203 202 335 77 455 329

(c) ZIotal
United States 10 158 151 226 174 178 46 82 70 110 93 94
Furope 1,562 1,917 4,247 1,139 4,110 3,991 190 199 331 722 425 327
Latin America 206 148 228 422 588 436 96 97 163 264 367 347
Other dountries 1 20 45 28 269 60 1 3 6 4 29 13
Iotal 1,875 2,243 4,971 1815 5,141 4,665 333 381 570 1,100 914 781

Source: Official stetistics, op, gjit.
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Table 5
CHILE: EXPORT OF CELLULOSE, 1960-1965

——— ——

Year Q?zngrg;y ('Ihousgggv:hgge dollars)
1960 13,697 1,614
1961 33,990 4,039
1962 23,928 3,073
1963 15,538 1,907
1964 11,379 1,583
1965 17,289 2,532

Source: Official statistics, op oit.

27. Second in impox nce is liquid psopane gas, classified among hydrocarbons n.e.s.
Exports of this item increased up to 1964 (except for a drop between 1961 and 1962),
from 21,951 to 61,567 tons, worth $522,000 and $1,746,000 respectively, and then
declined to $895,000 worth in 1965. Almost all these exports went to Argentina,
though considerable sales were made to Brazil in 1963 and 1964 and small amounts have
been exported elsewhere(to West Africa, the United States, the United Kingdom and
Tahiti) from time to time.

28. This section also includes fish oil (a by-product of the fish meal industry) and
vhale oil, which are highly marketeble outside Latin America (see table 6). There was
a marked inerease in exports of whale oil in 1965 because the raw material became plentiful
once more.

29. The Netherlands was the most regular and, in sowe years, the biggest buyer of
fish oll, taeking 93 per cent of the total in 1964{. The Federal Republic of Germany,
Norwey, Denmark, Belgium, France, the United Kingdom, Italy and other countries were
also important, though less regular » customers for thais item.
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30, The main purchasers of whale oil were the Netherlands, the United "ingdem, the
Federal Republic of Germany and the United States, follawed by Norway, Finland, Spain,
Belgium and Brazil as sporadic importers.

31. A product in this section which was exported in censiderable quantities up te

1962 - 3,000 to 4,000 tons a year, worth roughly 1 million dollars - is explosive
gelatine. However Bolivia, which had been the best market fer this product, hought
almost no more of it from 1963 onwards and exports virtually ceased. Explnsive
gelighite was exported to the same market, but in decreasing quantities, fram 1960 tr
1964.  As against $381,000 worth exported in 1960, less than a tenth as much ($30,000

worth) was exported in 1964. The export trade in this product recovered somewhat in
1965.

Table 6
CHILE: - EXPORTS OF FISHOIL AND WHALB 6IL

Value

Quantity (tons) (thousands of dollars)
Year Total Total

Fish Whale Fish Whale

oil oil oil oil
1960 3,054 1,770 4,824 390 289 679
1961 4,598 2,650 7,248 476 510 986
1962 10,909 5,452 16,361 1,042 1,058 2,100
1963 11,784 1,484 13,268 1,292 310 1,602
1964 13,709 3,477 17,186 2,074 572 2,646
1965 7,218 5,574 12,792 1,370 1,005 2,375

source: Official statistics, gp, cit.




370 It is difficult t~ pick out any other chemical products which were exported regularly
in sipgnificant quantitien, Of *those listed in the foreign trade staticties, alcohol,
industrial oils and fats (possibly light coal-tar oil) =nd zynthetic resins are worth
meniioning, although exports never exceeded $100,000 worth a year and were always of a
sporadic nature,

33. Products of the metallurgical industries (section X) are noteworthy, among exports
of manufactures, for the violent fluctuations recorded over the period of report. The
value of exports fell from $18.4 nillion in 1960 to $13.3 million in 1961 and to

4.7 million, its lowest level, in 1962. There were signs of recovery in 1963; the
upward trend was confirmed in 1964, with exports worth $38.4 million, and in 1965 with
over $56 million worth. This section accounted for 51.5 per cent of all exports of
manufactures in 1960, 34.9 per cent in 1961 and 14.7 per cent in 1962; its share
increased to 13.1 per cent in 1963, recovered its initial position with 50.1 per cent
in 196/, end rose to nearly 61 per cent in 1965. The irregularity was due to the fact
that the two main export items in the section behaved in opposite ways. Exports of
iron and steel products suffered a marked decline, while those cf copper products
steadily increased. The two trends were not parallel, and total exports dropped to a
minimum in 1962.

34. In 1960 and 1961 the most noteworthy rroduct in this section was smooth iron and
steel plates; almost all exports of this item went to Argentina. The value involved
was nearly $11 million in 1960 and $9.5 million in 1961, representing respectively

59 per cent and 71 per cent of exports in this section. In addition some $3 million
worth of iron and steel in round bars was exported to the United States in 1960,

35. In 1962, as a result of the expansion of domestic demand, iron and steel exports
began to decline, while exports of copper manufactures began to assume importance.
Exporls of uncovered copper wire earned $2.3 million: $1.2 million worth went to Cuba,
$407,000 vorth to Uruguay, $370,000 worth to Argentina and $199,000 worth to Venezuela.
In that year the value of exports of smooth iron and steel plates - sgain, almost all to
Argentina - was $1.5 million. Copper wire and iron and steel plates accounted for

82 per cent of total exports in this section.

36. In 1963 the same two products accounted for 84 per cent of total exports. Smooth
iron and steel plates regained first place in the section, with exports worth $3.4 million
($1.7 million to Brazil and $1.5 million to Argentina), and exports of w.~overed copper

wire earned $1.6 million, $1.2 million worth going to Argentina. The Cubun market
disappsared in that year.
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37. 1In 1964 Chilean exporis of copper manufactures increased strongly, in response to
the rapid growth of world demand. Total exports for the section, at $38.2 million,
were almost six and o half times as great as in 1963. 1In 1964, while exports of iron
and sieel plates decreased in value to $1.7 million (81.4 million worth to Argentina),
exports of uncovered copper wire earned $18.6 milliom, going not only to Latin America
(82.4 nillion worth botween Colombia, Venezuela, Uruguay, Argentina and othor countries)
bu’ als) to European countries (£6.9 million worth including $4.6 million worth to the
Nctherlands, $1.7 million worth to the Puderal Republic of fiermany and smaller
quanvities to other countries), Japan (£5.0 million worth) and the United States

(4.2 million worth),

38, Copper plates were also exported in considerable quantities, (as compared with only
a fcv hundred dollars' worth in previous years); the total value of these exports was
€.5.7 million. Of this total, the United States bought 87.3 million worth, the
Federel Republic of Germany $2.9 million worth, the Netherlands $2.8 million worth and
belgium $2.2 million worth. Only 1.7 per cent of the total value of copper plates
exporiced went to Latin American countries. The export of other copper manufactures,
such wavpipes and tabhey alsc appaawxs térbe pn sbh dncrepse,: bit the. fighres ave not
got.gety signifisant.

39. The trend observable in 1964 was confirmed in 1965, vhen exports of copper products
predominated in this section, earning more then $56 million. Exports of iron and steel
products fell far behind, earning less than $500,000; all exports of this item went to
Latin Americen countries.

40. Both these trends can be attributed to the growth of domand. The growing Chilean
dcuoestic market came to absorb more and more of the national output of iron and steel,
vhile the international market provided extensive and readily accesaible outlets for
Chilean copper all over the world (see table 7), with marked increases in sales to
Buropean countries.
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41, In roality the cxpurt of copper manufactures presents a very complex problem, as
will be seen in chapter C, and on cursory analysis the statistics are open to
misinterpretation, The exports described above arc alternative to, and take the place
of, exports of the corresponding raw matcrials. In reality these exports were a
response to the price situation prevailing in the world market. That situation made it
morce profituble for wanufacturers to buy copper semi-manufacwvures (wire rod and plates)
from Chile, and melt them down for use as raw materials, than to buy the ordinary raw
naterial (ingots) on the London market, where the price far excecded that of the

Chilean semi-manufactured items, Because of their very low valuc added (1-2 per cent),
thuse exports made a regligible contribution to Chile!s balance of payments.

42. wuachinery +tools and equipment (section XI) also fcatures certain copper
mamtactures as a major item. These are products for the electrical industry, which
bave a higher value added thau the copper itcms in the preceding section. However, the
total value of c¢xports in this section was not high: $2.1 millisn in 1961, less than
3500,000 in 1960 and 1962, a little over $600,000 ir. 1963, $1.3 million in 1964 and

$1.6 million in 1965, Products in this section include uncovered electric cable,
insulated copper wire - almost all for export to Latin American countries - and machinery,
apparatus and other elecirical material, of which some siall shipments went to countries
outside Latin America.

43, Exports of transport materials and equinment (section XII) fluctuated widely

(see again table 2).  There were only two items of note, and here again exports were
sporadic. The first item is ships and boats of iron, which reached their five-year
peak in 1964 with a valuc of $1.1 million; Liberia took $776,002 worth, the Federal
tepublic of Germany $200,000 dollars worth and the United Kingdom 2162,000 worth.
Earlier years' exports included $660,000 worth in 1961 - all to aArgentina - and $493,000
wobth in 1962, of which $485,000 worth went to Panama.

I S R N Lo et i T g s L T Tt SR e e L BT T
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Table 7

CHILE: EXPORTS OF COPPER MANUPACTURES, BY DESTINATION, IN 1964 aND 1965

Destination ; Tons ] Thousands or dal.’.a.:i__"__ﬁ
S 1964 1967 ) 1964 1535
United States 16,020 19,534 12,725 17,152
Eu.ope 21,606 32,076 15,936 29,562
. Latin America 3,785 3,139 2,872 4,261
Rest of the world 6,882 6,847 5,177 4,558
Total 48,293 61,596 %, 710 33,352

Source: Official statistics, op. cit.

44. In 1965 exports worth $1.1 miliion weru sent o Graece.
represented the sale of a laid-up vessel,

In reality this figuve

It is probable that a high propoxiion of the
irade classified as exports in previous years aiso consisted of re-exports of this type,
vhe remainder being fishing vessels.

45. LAnother product under the same heading is zheel rims for railway rolling stock,
$913,000 worth of these items were exported, almost all to Argentina, in 1962 and
$204,000 worth in 1963, 1In 1961, %291,000 worth hed been expo.ted to Brasil,
none were exported i. 1964 or 1965. |

45. Exports of miscellaneous manufectures (section XIII) varied in value from $3.¢
million to $8.7 million, without exhibiting any definite irend. The main item in aic
section is newsprint: in 1965 exports earned over $7 million, after fluctuating in
earlier years between roughly $4 million and $5 million (see teble 8). Almos% all these
exports went to Latin American countries, although in 1965 a =mall quantity was exported
to the United States.

47, Exports of books, periodicals, etc. were on the ircreases

Alros?

$534,000 worth wexe

oxported in 1964 and $819,000 worth in 1965, also to Latin imerican countries.
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Table 8
CHILE: EXPORT OF NEWSPRINT AND PAPER FOR PERIODICALS AND BOOKS, 1960-1965

Year Tone Thousands of dollars
1960 28 940  aem
1961 33 669 4 642
1962 25 352 3 &0
1963 30 540 Iem
1964, . 397 4 995
1965 57 128 7 345

Source: Official statistics, gp. git.
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Table 9

CGHILE: EXPORTS OF MANUFACTURES AND TOTAL EXPORTS
BY DESTINATION, 1965
(Percentage of total)

Product States Europe America the world

\:?a—
1. Exports of manufactures

I. Minerel products 46.2 51.3 2.3 0.2 100.0
II. Naturel productsof waters and forests - - - - -
III. Products of animal origin - - - - -
IV. Agricultural products 7.4  88.0 0.3 4.3 100.0
V. Food industries 3.0 18.8 78.0 0.2 100.0
VI. Beverages and liquors - 97.2 1.4 1.4 100.0

VII. Tobacco manufactures - - - - -
VIII. Textile industries - - - - -

X, Metallurgical industries 30.5 53.3 8.1 8.1 100.0
XI. Machinery, tools and equipment

XII. Transport materials and equipment - 100.0 - - 100.0

XIII. Miscellaneous manufactures 0.7 0.1 99.2 - 100.0

Ictal exports of magufactures 2.7 50,2 2.3 5,8 1000

2. Total sxports 23 2 M2 163 1000

s vl O LY ! ‘ AL '
13.2 12.2 23.7 A 12.4

20Urce: Central Bank of Chile, Indicadores de las exportaciones chileass 1961-65.




.+ Uith regard 1o toe destination of exports it was found necessary, in the product-by-
product analysi.. to supplement fragmentary information by forecasts at some points.
Despite this handicep, tuble 9 wes coapiled, showinzr tie distribution of the products
rcgarded as wanuractures, aid o1 toval exports, betseen the various regions of tne
verld in 1965.  The United States tock about the same proportion of total exports as of
wgnufectures: 21.3 and 22.7 per :ent, respectively. This proportion of total exports
represents some $19 million wort: of goods, includi. 1g inearly $17 million worth of
copozr semi-manmfactures (uicoverad vire and plates), the remeinder canslstimgof iodine
end fish meal. Exports of manufactures as a proportion of total exports to the

United States stood at 13.2 per cent, sligntiy highoer than the corresponding proportion
for exports to all destinations, vhich was 12.. per cent.

.+ Countries in Uestern Europe took half of lhile'r total exports and half its
exports of manufactures. The latter earsed $43 miilion, of which copper semi-
manufactures accounted for nearly $30 million. Next in importaiace were fish meal
(about $7.5 million), fish oil (31.4 million) and iodine (nearly 2 million).

bU.  Here again, the ratio of exports of manufactures to total exports is very close
%o the corresponding ratio for exports to all destinations: 12.2 and 12,/ per cent
respectively.  Although Chile's exports of manufac-,ures to tne rest of Latin America
constitute only a little over 20 per cent of its to-al exports of manufactures - about
$18 iaillion worta - they represent a partizularly high proportion of its total exports
to Latin America: nearly 2, per cent. The situat: on, then, is similar to that

found in Argentina and Brazil in that Latin America sbsorbs a nigher proportion of
exports of manufactures, in relation to total export:s, than any other destination.

5l.  The main export items are newsprint (47.3 million), coprer semi-manufactures

(%4 million) cellulose (%2.5 million), barley malt ($l.1 million) and preserved foods
($700,000).
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NOTL

The UNCT.D scerctarint, in co=opceration with the rerional economic commissions,
is crrrying cut & nwber of country stulies in Letin .mericr, ofricn and asic to
dutermine the iomedicte and future prxspects for incrensing the exgports of manufoc-

tucs and sunl-mhnufocturcs from sclecte! develepins countrics,

The «bject of these stulics is not to Lresent an exhrustive cnalysis of the
«xort prosjects nnd | rebluss of the ceuntries concerncd, but rother to drow
attention to the scope for incrcesel exports ond to the measurcs which i ht be
trken in this respucte In the ense of develejin: countrics which Jo not L <secss
any si.nificant cxjort inlustrics, an attuit hos been node to ostimate whet
weul’' be the uxg ort jrosjects if oxport-oriented industrics werce ostoablished s an

inte¢, ral jart of the industrinl levilopment of thoese countrics,

These stulics shoul!, therefore, be re.-rded as only port of the cxandnation
of the possibilitics of builine up andl cronline the cxyorts of nonufectures and

sui-nirnufoctures from the develiojin: o untrics,

The nttochel stuly (O cwawnt TD/B/C,2/33) anclyscs the shert and medium-term

irosjects fir ox; orts f monufrctures and scri-monuf ctures fron Chile, « swunary

~nt the ecnclusions renched in the stuly arc conteined in parccrerhs 1 te 9 belew,
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52, Exports of manufactures to the rost of the world are small both in absolute
terms (less than $5 million worth, only 6 per cent of total exports of manufactures)
and in relation to total exports (%112 million worth, 16 per cent of the total).
This is reflected in a very low ratio of exports of manufactures to total exports
(4.4 per cent) by comparison with tls general ratio of 12.4 per cent. Copper
seni-namufactures (w4 tdildion). ond fish zenl | 340,000) ~ccount for almost all
these uxportz,

53. To conclude this statistical review it should be noted that, although there

vas some novement in the export of manufactures, they have yet to play any major
role in Cnile's foreign trade, and consequently, in its economy . The value of
manufactures exported was betwean 6 aad 7 per cent of the total value of exports
in'the first four years of the period studied. Not until 1964 did it veach

12.2 per cent - and in 1965 13.5 per cent - of the total; and this, as explained
at the beginning of this chapter, was largely due to the export of semi-manufactured
copper.

54+ There were not mc.¢ than twelve »roducts whose export value exceeded $1 million
a year, and of these only two or thres earmed more than $10 millior. Chile cannot
yet be said to have achieved any wide diversification in exports of manufactures,
for in order to compile a fairly long list of such exports it would be necessary

to include exports worth no more than a few tens of dollars.

%% This does not, of course, preclude ti: possibility that a more vigorous
econamic policy, designed to increase exports of manufactures through greater
diversification and in other ways, might prove successful in the nesr future. It
shows, however, the uagnitude of the effort that wouid be required to implement
such a policy. This would entail malking good the lack of an exporting tradition,
establishing and facilitating trade rolations with world markets, training
personnel to engage in international trade, building up the necessary public and
private services, and lastly, strengthening and spreading "cxport-consciousness”
throughout the country.
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I INSTITUTIONAL FASTORS AFFECTING EXPORTS

C ol ol Moo 36525 08 07 Guet 1508 o iuzentives for exporss,
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81
chilern legislation ty pronote exports wes very lizdited in scope.  This Act, with
the sabcenuent repulzations coveratne SUs ~pplication (Tuceos No, 1224 of
16 Septeuber 1966 and M, 1270 of 27 Septenber 1966) ) has nisie it possible to tackle
the recolen with » better shance of fveenass Not enoush expericnce has yet been
goined with the applicacic of Shege Ae2sures te provide a basis ror sound eritical
judeonents, but the new institutional systen can be 2xpected to yizld good results
in expanding exports of nanufactures, Anctier neasurc adopted *» this end was the
estalishrant, early in 1956, ot the Ixport Promolicn Lepartnent of the Central Bank,
ccuipped with o sev ol funsztions and powers that include sune hithcrts dispersed
arong varicus agencies and others for which no cne had a clear responsilility.,

57. Uecedless to say, the arrangements do not necessarily represent the ideal combination

of institational arrangenents for the export trade, but the eXxperlience gained in applying

these ncasures will be ono of the rain sources of information fron wihich to deeide

vhat ~2justnents snd inproverents are necded to bring the systew up to peak efficiency.
5¢. What follows is o reviev of {the nain instituticnal factors directly affecting

exXporil of ranufactures.

1. ,ﬁhq_;gm;;ﬁ:exchange

59  The rate of excnange betwsen the escudo and the dollar is fixed by the Covernment
ad adjneted from tine to time, roughly according to the novenmeats of the cost-of-living

index. ‘n recent yecars, however, the ain has been to ndjust tha exchange rae by
slghily mere then the rise in the index, for the evident purpose of gradually

eliminating the over-valuation of the national currency;j This situation has, in many

Cescs, put the Chilecan exporter at a disadvantage; until a few nonths ago, his

situation was all the wors: for leck of a set of effoctive export incentives.

T S . et A————————

5/ Takire the uonthly average for 1961 as 100, the statistical series for wholesale
prices and ndustrial wages were compared with the series for the forward dollar
price on the banking market,, In April 1966 the arithnetic mean of the first
two was 429, as ageinst 364 for the price of the dollar; in other words, there
was a difforence nf nearly 20 per cent between the two indexes.
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The syston of incentives which 1s now -in sperction, an@ which is Iuscribed in the
succesding prragraphs, is helping to offset that disadventage without recourse to the
expedient of faster devaluation.

2. Faoancing

60, The provisions now in force on finrneing are fairly comprehensive. Article 16
5f Act Ne. 16528 outhorizes the Centrel Bank to grant credits for export finencing for
pericds of . more than a year; this wns not possible undor the regulations in force up
to the pnssage of the Act. In virtue of this authority, two main lines of credit
have been established:

(a) Pre-shipment credit to cover the period of preparation for shippin; the
pruduct. This credit is granted in escudos, at an allein rate of interest of 9 per
cent per annum - including conmission and expenses - for a period which depends cn the
nature of the product but which does not exceed 180 days up to the date of shipment.
The amount of credit grented must not exceed 80 per cent of the value of the export
item, which is calculoted from its price in the dcmestic market. The credit must be
repaid either when the foreign exchznge has been raceived or out of o pust-shipment
credit where the product also qunlifies for this type of financing. By Circular
No. 734 of 7 September 1966, the Centrnl Bank specified which products were eli;ible
for pre-shipment credit;

(b) Post-shipment credit, covering the period required four marketing the product
abroad. This credit is gronted in convertible currency, at an all-in rate of interest
of 9 per cent - likewise including commission and expenses - for periods ranging
between 120 days and a moximum of two end & helf years; this is a new departure for
this type of system in a Latin Americcn country. Here again the credit is limited to
80 par cent, calculated on the f.o.b. value. The cradit has to be repaid on preceipt
of the foreign exchange from sbrocd » in accordance with the peyment procedure fixed
in advance.

6. The aforementioned Circular Nc. 734 lists the products eligible for these two

types of credit. The inclusion of products in either list is the responsibility of
the Central Bank which, in meking its decisions, takes into account the priorities

laid down in the Nztionmal Development Plan. In addition to these lines of credit,
there is another, in the amount of §2 million, availeble from the Inter-American
Development Bank (IDB) to finance exports of capital goods to Latin imerican countries.
The mode of operstion is similar to that deacribed for post~shipment credit; credit can
be granted up to an emcunt equcl to 80 per cent of the c.i.f. volue for a medium term
(180 days to five yeers) at an all-in rate of intersst of 7 3/4 per cent per anmm.
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62, Scme concern heos been aroused by the fact that these credits have not been put to
use, the reascn bein  that, sc far, nc cepital [cds have been cvailable for expert

at competitive prices. It would be well werth whiloe to negotiate tempor:ry arrange-
ments under which these credits cculd be used t> finance other manufactures, such as
specified durabls consumer guods, so that Chile does nob miss this opportunity.
However, it shiuld be mentioned in this comnexion that a careful study is being made of
the prospecis fur such items as fishing vessels, rzoilway and eloctrical equipment,
prefaobricated dwellin:s and machinery for industry.

3. Taxation

63+ According to the report accompanying the bill which became Act Nuo. 16528, the
lecrislation in foree before the passage of that Act wes in practice "inadequate es a
premoticnal factor owing te the complexity of the procedure it laid down and the lack of
scope for the prompt adjustment of that procedure tu the conditions governing the
production of exportable :oods",

64s  Until rcpealed by hct No. 16528, Decrec No. 256 of 1960 was the principel text of
law covernin,: the tax rebate scheme. In institutin, this scheme, the Decree specified
thnt the propertion of ths rebate must be determined separately in each individual case.
This meade the administration .f the scheme so compliceted that it remained virtually

a dend latter except in the case of 2 few prcducts. Furthermure, the prcovisions of
the Decree were interproted restrictively and the tex rebate was applied only to. the
taxes levied in tho last stage of production of the export item; this arrangement
robbed the scheme of much of its effectiveness.

65. The new Act and rejulaticns, in contrast, embody the principle that, in determining
the propurticn of the rebate, the taxas applicable at all stazes of production of the-
item, up tc and including the final merketing ste. e, should be taken into account.

It is provided that the President shall determine tha proportions of the rebate, which
must not exceed 30 per cent of the f.o.b. or c.i.f. velus of the exports, for all
products sold abroad and that the Executive shall be empowered ‘freely to determine"
those proporticns. The proportion ¢f the cost or price of ths item represented by
taxes paid can be used for reference, but there is no obligation to preserve a fixed
ratio between the rebate and the taxes paid. The list of products for which such
rebates are prescribed is subject to reetrictive alteration - by dropping items from
the list or reducing proportions of rebate - only at intervals .f three years. The
purpose of this scheme is to provide a stable institutional setting in which exporters
will find it easier to plan their sales abroad. On the other hand the lists can ta
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changed to make them more liberal nt any time. The tex rebate schema is operated
through the issue of certificates in amcunts which can be divided up, and applied to
the payment of taxes, customs and cther duties, fines, interest and sucial security
contributions, once the shipment is registered or the fcreign exchange is received.,

As mitht be expected, the tox rebate is not epplied to the import ccmponent of axport
products where this is brought into the country under one of the existing duty-
suspension schemes which will be referred t¢ later cn.

66, There is an additioncl benefit in the form of n rebate designed tc cover the
taxes peid on imports of equipment and machinery noeded in the mamufecturs of an
axport preduct.  The proportion of this ndditionel benefit will be fixed for a period
not axceeding ten years nnd, in this case only, the total proporticn of the rebate may
oxceed the 30 per cent limit.

67. Executive Decree Ne. 1224 of 16 September 1966 includes the 1ist of products and
specifics the percentages of rebate tc be applied to the f.o.b. value. The highor
percentcges, of course, apply to industrial products, in particular wines in bulk

(29 per cent), bottled wines (14 per cent), champagna (19 per cent), ncetic acid

(13 per cent) and newsprint (20 per cent). When the list of products was drawn up

it included, in accordance with Act. No. 16528, thuse articles which elready qualified
for a rebate under Leglislative Decrez No. 256, repenled by the Act.

68, Ancther export promcticn device is the grant of exemption from all taxas
(including export tax), duties, levies and rates fur thoses acts, contracts, dccuments
¢r formalities which result in an export transaction. In this case the exemption is
granted automatically ond need nct be applied for. This erran;ement is provided for
in Decree No. 1270 (article 18), issusd by the Executive cn 27 September 1966.

£9. There is also an exemption fur onterprises or sections of enterprises wholly

Lt e e et . -

engagéd in producing articles fur export. These articles, whuse sale in the dumestic
market is prohibited, are ipso jure exempt from the taxes spacified by the Act., They
; are not entitled to rebate under the Act because, obviously, the rebate scheme end

p—

the ipso jure exemption are mutually oxclusive. Where such enterprises sell their
L products in the dumestic markst, they are liable for the full amount of the taxes for
which would normally have becn assessed in the absance .f exemption.

70.  Imports of machinery, equipment and other items needed in the production of articles
mede from rew materials of which at loest 80 per cent are of domestic origin may be
exempted from import duties even in the case of industries which are not new to Chile.

]

L T PR r T ITS




TD/B/C.2/33
page 28

71. There are two schenes for the susponsion of duties - the teiporaiy inports schene
and the private warchouse scheie - both of which are governcc by the Custons Regulations,
articles 140 to 145. The first schene conies into operation where gcods are
re~exported without undergcing any processing in Chile (containers, for exaple) and the
second schene, which is the nore corrion and the nore useful, cones intc operation if
the products imported do undergo processing in Chile,

72. At present, the grant of authcrization for a privatec warehouse cntails a series

of custons fornalities and the issue of an Exccutive Decree. The new Act enpowers

the Executive to nodify the cxisting system so as to nake it rore expciitious and its
acvantages more readily nccessible.

4. Credit insurance

73. The Act cnpowers the President of Chile to issuc regulations on credii insurance
to cover not only cormercial risks but also political risks and matural diszsters.
There is n plan for comnmercial risks to be covered by a mixed insurancc company whose
cepltal will be provided by Chilean insurance conpanies and by thc State. The other
risks - natural disasters and political risks - would be covered by the same company

but on behalf of the State, which would also be responsible for decisions on the grant
of cover. '

5. Quality control .

74. The President is authorized to cestablish quality standards that rust be met by
the products exported.  Here too the Act breaks now ground by providing in another Section
that fines and other penalties shall be prescribed by the regulations for imposition
by the administrative authorities in the cvent that goods are returncd for failure to
neet international standards of quility and it is established that the exparter is
gullty of fraud or negligence.

75. The regulations provide that such an cxporter, in addition to forfeiting all
advantages acquired under the Act, shall be liable 10 a fine oqual to the f.o0.b. value
of the goods exported. Furthermore nention should be made of the idees of establishing
a Pernanent Committec on Standards of Quality on which both public and private
organizations would be reprcsented, as they are on the Prefabricated Houses Quality
Control Committce which has already been set up and whose members include the Central

Bank (Export Prouotion Departnent), the Timber Corporation, the Housing Corporation and
various industrial concerns.




Ih/B/C.2/33
page 29

6. Adudpistration

76. Beforc thc new body of legislation which now enverns exports of uanufacturcs
cane into force, the situation was so unsatisfactory, with regard to the number and
conr.exity of the formalitics to be conplied with, decuments to be drawn up and
noneys to be deposited before an export transaction could be completed, that Chile
provided a classic example of conplex and ramifying export procedurc. The new

act authorizes the President to lay down rules designed to simplify export procedure;
this shows how necessary it was to take strong measures for that purposc. The
Central Bank is working hard in this direction because, elthough the body of
legislation now in force is ruch clearer and simpler than the previous one, there
are still rigidities t- be eliminated and obstacles to be overcome before the whole
procedure runs on rational lines.

77. There is nn doubt that the lcgislation now in force covers practically all
aspects of the export of manufactures, especially questions of finance and tax
incentives. In short it ray be said that, although the results cannot yet be
ovaluated in the light of experience gained in the application of the new arrangements,

progress is being nade towards an expeditious and rational system. Much of this |
progress will depend on regulations which have still to be issued to glve effect to
certain parts of the Act,
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C. SURVRY OF CERTAIN PRODUCTS /ND THEIR EXPORT POTENTIAL
78. Although several studies, covering approxinately the same items, have already
been carried out in Chile, the results have rarely been published, having been used
in tariff negotiations or in the formulation of economic policy. By courtesy of the
bodies concerned - the Executive Secretariat for LAFTA Affairs, the Production
Develcpment Corporation (CORFO), the Planning Office (ODEPLAN) and the Central Bank -
it has been pyssible to consult a good deal of theavailable naterial and to use it
in conjunction with the rcsults »f the direct surveys nade in various sectors of
industry, :
79. As already stated, Chilean exports of manufacturcs have not been morked by vigorous
growth or diversification in recent years. As in other Latin Anerican countries,
industry has grcwn accustomed - largely as a result of a high degree of tariff
protection - to nperate at a level of costs and selling prices that makes it very
difficult to compete on the world market,, Furthermore the existing rate of exchange
is of no help in this reppect although, as ex'piained in the previous chapter, the
institutional setting as a whole has be-n improved considerably in the pest few months.
80. As & result of this situation, the manufacturers mcst interested in exports have
been those who had access to abundant donestic raw materials for the production of
itens of great interest to the world narket, or those who could not achieve the minimun
econonic level of output, or of utilization .f capacity, by any other means.
81. Broadly speaking, efforts to inprove the quality of products, to introduce labour
specialization and to make use of skilled manpower have been restricted to the level
sot by domestic demand, but there has been no sharp contractinn in that demand such as
would provide, as in Argentina and Brazil, a najor stimlus to exports of manufactures.
82. The survey was not linited to the traditional list ~f exportable products usually
taken into consideration; an attempt was made to cover, in addition, some articles
which usually receive scant attention in export programncs. The existing prospects
and the factors governing then are indicated in each casc, and there is a quantitative
assessnont of those prospects. The study could have been taken furthesr, and undoubtedly

¥o good effect, if time had permitted. On the basis of the data collected, however,

it can be stated that there are genuine prospects for setting up a ccnsiderable flow of
exports of nanufactures into the world narket, subject to the fulfilment of certain
conditions and requirements which are spelt out 1iu each case.
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1. Paper and cellulose

Cellulose

83. Chile has adequate resources of long-fibre wood of good quality (R£0,000 hectarcs
planted to radiata pine) which grows faster than in other parvs of the world. There

is a very steady world demand for the product, and any difficultiec in placing it are
almrsi exclusively a metter of price,

84. The capacity of the main celluloge plant was recently expanded from 80,000 to
250,000 tons a year with a view to ircreasing exports. It is estimated that once the
oxpanded capacity is in full operation (Ly mid-1967), Chilean output, including that

of the small plant producing sulphite cellulose, should attain soms 260,000 tons a

year as compared with 97,000 tons in 1965.-

€% The declinc of exports in recent yearz (from 33,990 tons in 1961 to 11,379 in
1964) must be attributed to the increasing requirements of the domestic market, for

the plants were operating at full capacity during that period. Once the added capacity
was brought into use at the main plant at the end of 1965, exports increased sharply,
from 17,289 in 1965 to approximately 65,000 tons in 1966. If the installed capacity

is rully used, and if it is assumed that domestic demand will average 100,000 tons in
vhe next few years, exports could soon increase to about 150,000 tcns a year, worth

$720 million,

35- A number of prcjects are under consideraticn, including the erection of two sulphate
ce/lulose plants and the oxpansion of the sulphite cellulose plant at the newsprint mill
The combined effect of these projects would be to more than double the installed
capacity in five years, to a total of 560,000 tons. If all the projects were com-
pleted - a feat which would scem difficult in such a short period - there would be

an oxportable surplus of some 460,000 tons, worth approximately $55 million.

87. The LAFTA countries offer a potential merket for some 350,000 tons of cellulose

a year; this figure represents the difference between consumption and production in
those countries. Up to now that market has been supplied mainly by countries outside
Latin Amorica - in particular, by the United States, Finland, Sweden, Canada and, to

o lesser extent,Norway. Introduction of the Chilean product in Latin America would

G/ Chilean output for 1966 is estimated at 180,000 tons, with the new plant eon-
tributing some 170,000 tons.
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mean, to some extent, taking the place of the former suppliers, and this process would
b facilitated by the prefercntial arrangements in force within the area. The
concessions granted ty the cther LAFTA countries for ccllulesc lower the tariff
barricr appreciably or remove it altogether, whereas countries outside the arca face
a tariff of 30 to 40 per cent.Z/

84, In recent months the price of rrude cellulose has varied arcund $130 a2 ton c.i.f.
Buenos Aires (net of customs duties) for the European product, and around §160 a ton
for the Chilean product. The differential tariff treatment gives the Chilean product
eccess to the Argentine market (and the same applies to other LAFTA countries); the
freightages are almost the same, hut the f.o.t. value in Chile is nearly 35 per cent
higher than in Europe.

89. A more detailed study of the LAFTA market necds to be made in order to assess

the real prospects for Chilean exports to that market. In the first place, f the
350,000~ton deficit of cellulose for the countries f the area, some 100,000 toas
reprosents long-ficre sulphite cellulose; there are nc visivle prospecte for the
cxpert of cellulose of this type. Of the remaining 250,000 tons, much of the demand
in Colombia, Pcru and Vonezucla must be discounted, since the type of cellulose
prodiced in those countries (almost entircly short-fibre bagasse cellulose) does not
szem very suitacle for mixing with Chilean cellulose. Furthermore ccllulose imported
inte Venezuela from LAFTA countries receives protection at the rate of only $9 a ton,
and freightages from Chile to Venezuela arc highcr than those from Carada and the
United States., Owing to thcse factors, the markets arc virtually limited to Argentina,
Brazil, Mexico and Uruguay. Of these markets, the most promising is Argentina, the
mair importer in the region (100,000 tons of sulphate cellulose in 1965), The other
countrics men ioned are not large-scale importers of cellulose, Uruguay because the
maiket is small and Brazil and Mexico because they produce all types of cellulose for

themsclves,

7/ Exceptions: Mexico, customs duty to outside countries 50 per cent, to LAFTA
countries O per cent; Uruguay, outside countrics 53.08 per cent, LAFTA countries

O per cent; Venezucla, outside countries about 6 per cent, LAFTA countries
0 per cent. ‘
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This study analyses the short and medium-term prospects for exports of manufacture
and semi-manufactures from Chile; it is one of a series of such studies relating to
other developing countries in Latin America, Africa end Asia. This study vas conpleted
in December 1966.

These studies have been undertaken in conformity with the programme of work of the
Committee on Manufactures, which states that the mecretariat of UNCTAD should take
appropriate steps to prepare an exhaustive study of the world cemand for, and supply of
manufactured and semi-manufactured articles of actual or potential export interest to
developing countries and of relevant tronds of international trade in such articles .1/

1/ For the programme of work, see report of the Committee on Manufactures on the
first part of its first session (10-20 August 1965), printed in mm
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90. Chile's existing capacity for cellulose production can be expected to find a
markct in the Latin American countries because, although increasing use is being made
of short-fibre cellulose, requirements of the product are steadily on the rise. It is
anticipated that any output over and above that of the existing capacity wouldehave to
find markets outside the area,

91. It seams relevant herc to add some remarks on the capacity of the Chilean product
to compete in extra-area markets. There are several favourable factors, such as the
abundant availability of raw material and manpower at costs which are low compared
with those prevailing in other cellulose-producing countries. Among unfavourable
factors, the first is that the new plants will not be big enough to achieve individually
the meximum economies of scale. In addition the greatest care will have to be
excrcised with regard to quality control, and the problem of marketing-channels abroad
vill raquire special attention. If more Chilean cellulose is to be marketed abroad

it will face very severe competition, to judge from the scale on which the main
producing countries are expanding their productive capacity.

Paper

92. Exports of paper, which has a higher value added than Ggellulose, might form a
complement to exports of the latter. The best prospects under this heéding are for
exports of newsprint, for which there is a large regional market, However, even these
prospects are not very encouraging, and this applies still more strongly to the
prospects for exports of other types of paper, since a second newsprint mill with a
capacity of 65,000 tons a year was brought into operation at the end of 1964, Chile has
had a total installed capacity of 125,000 tons a year. In 1966, when the new mill had
solved its problems of running in, output reached 120,000 tons. Exports remained
fairly steady at about 25,000 to 30,000 tons during 1960-1963, then increased to 40,000
tons in 1964, 57,000 tons in 1965 and 70,000 tons in 1966. The estimated value of
exports in 1966 was $8.5 million, or an average of $120 a ton.

93. This product, however, has to face much keener competition than does cellulose,
mainly from Canada and to a lesser extent from the Scandinavian countries. The
difference between the prices quoted in those countries on the one hand and Chilean
costs (which are affected by the relative smallness of the Chilean mills) on the other,
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coupled with thc absence of my margin of tariff preference in the main consumer
countries of the LAFTA area, makes it very difficult for the Chilean industry to
compete even in thc Latin American market, Because of this there are no plans under
consideratdion for increasing the installed capacity. The recent decision to grant tax
rebates at the rate of 20 per cent of the f.o.b. velue of the newsprint (Decree
No.1224 of 16 November 1966) may possibly result in some scheme that will enable Chile
tc increase its export capacity.

Other papers and paperboards (excluding newsprint)

9.. The export of other paper products is not considered normally feasible, at any
rate in large quantitics. Most latin American countrics are large-scale producers of
paper - much of it from imported cellulose - and can meet a large proportion of their
domestic demand; this situation is an obstacle t» the grant of tariff preferecnces for
thesc products within LAFTA.

95. There is a possibility that some kind of agreement could be concluded fosr the
export of large quantitics of kraft coating paper tc Ecuador, which is using more and
morc of this paper to make the corrugated paperboard ioxes in which bananas are
exported. However, since this product is re-exported in box form it is frec from
import restrictions, and the Chilean menufacturers would have to compote on an equal
footing with large-scalc (1,000 tons a day) mills in the United States producing st
highly competitive costs.

96, The one item under this heading for which the prospects are very encouraging is
the production of blanks for the cards used in statistical machines, These prospects
stem from an agreement concluded between two paper mills - one in Chile and one in the
United States - on the cne hand, and a large-scale statistical mechinery manufacturer
on the other; these items will be produced with a view to supplying most of the Latin
American countries, This agreement forms part of a wider complementarity agreement
on statistical machincs and similar articles.

97. The plant began cperating in May 1966, and nearly $1.5 million worth of blanks

werc exported in that year. The figure is expected to be doubledin 1967 and to reach
about $6 million in 1972,

2.  Manufactures of copper

98. The wealth of copper ore deposits in Chilc » the country's wroudnent position in
the world markct and the steady world demand make it desirable {. :nsure that the
highest possible proportion of copper exports consists of manufacturcs.
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99. In practice very little manufactured copper hus been exported until now, oven

in the last two yc.rs, which have secn a marked incrense in such exports, In 1963
local wanufncturing industry processed s1ightly nore than 16,000 tons ~f coppur, or
which only 3,200 tons were oxported, In other werds, 2.7 per cent ~t the total output
was processed in Chile, and .nly 2.5 per cent was exported.  Of the 620,800 tons
produced in 1964, 66,000 tons (10.3 per cent) were proccssed in Chile, and of these
51,300 tons - 8,3 per cent of the tatal output - were exported. In 1965 exports of
copper manufactures wcre over 50 por cent higher than in 1964. (Sec again table 7.)
100. In order to interpret the sigrificance ~f these exports correctly, however, it

is necessary to bear in mind that world trede in manufactures and semi-manufactures of
copper is very saall and that, consequently, the figures given are more meaningful

when compared with those for world trade in these products,

101. However, the transtormation -t cpp<r into such articles as uncovered wire and
plates, which are the mnin copper manufactures exported, means little in terms of

veluce added. The copper is mode into Plates, bars or wire rod, according to the degree
of refinument of the imgot metal, 'r simple rolling or extruding opcrations which add
cnly < to 4 per cont, or even less, tn the initial value of the metal, In the case of
mere refincd products such ns c¢.vored wire, cored wirc, tubes and rolled products,

the value ndded may be as much as 40 to 50 per cent of the initial value.

102. The sharp increeses recordod in cxports of copper manufactures and semi-
manufaciurcs ir recent years have been due mainly to the special conditions prevailing
in the w-rld ccpper mark:t, where differences in price levels have, in some instances,
nbliged consumers of unvrought coprer to make up shortfalls in supply by using processed
or seni-processed ccpper. This is the only explanation for the fact that in 1964 and
1965 exports were confined almost exclusively to copper plates and wire rod (products
involving only simple processing) which, according to reliable reports, were to be
melted down and re-wrought in the receiving countrics because what they really needed
was the raw material.

103, These exports of simply wrought copper products (plates, wire rod, etc.,) must be
regarded as sporadic; moreover they are produced at mills which can be classed as
obsolete. It remains to be seen what possibilitics exist for exporting more highly
wrought products, whcther direct from the ccpper industry in the form of rolled products,
tubes, fine wire, etc., or in the fom of inputs by the mechanical or electrical
uigineering industry (parts for elcctric motors snd generators, clectrical equipment for
motor vehicles, otc.). At present, however, there is no appreciable productive
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capacity for these types of manufectures and, in the casec of some specialized itens,
not even enough to supply the domestic narket.

104. The Government plans to double the present output of unwrought copper by 1970,
when output should reach 1.2 million tons, 1In zddition a number of projects for new
plants to produce copper uanufactures for export have-been sumaitted to the Copper
Corporation. Under the farthest advanced of thosc projects, 1 plant would be
installed at Antofagasta nnd wiuld tcke advantage of the privileges aveiluble under
the existing legislation on copper. It is very prcbable that the competitive
advantages conferred by these privileges will encourage the construction of manufac--
turing plants, and in fact sevoral norc projects have reached n advanced stago of
congideration. However, it is doubtful that 2 significant regular flow of cxports
can be achieved within the period covered by this survey (four or five years at the
most); even if a project were completed, it is nct possible at present to forecast
accurately what quantities could be produced for cxport, or nn what terms Chilean
products would be able to compete on the world morket.

3. Iron and steel products

105. Thc appreciable flow of exports recorded up to 1961 hes since bcen diminished
by the rapid increese in domestic demand.

106, In order to meet the rise in domestic demand for rolled stee! preducts, and to
producc some for export, the Huachipato steel mill is planning to expand its output to
1 nillion tons of steel ingots by 1971, representing on increase of 400,000 tons over
the present level «f approximately 600,000 tons a year. Under this expansion plan,
the most important recent advances in steel fabrication and rolling tecanology are
to be put to uss, and the expansion is to take place in the following stages:

(a) Increase in the production of pig iron, For this purpose a second blast
furnace was installed and began operating ir April 1966, With the ancillury installa-
tions now being put in, the two blast furnaces will be able to run at full capseity
in order to meet the full pig iron requirements according to plan,
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(b) Increase in steel output. A steel mill is to be built to produce
some 400,000 tons of steel ingots a year by the LD process,

(c) Increase in the output of semi-finished products. Studies carried
out show that it is prefereble to use continuous casting for the production of
billets and large plates., The decision to use this method makes Huachipato the
first mill in Latin America to employ the continuous casting process in the
production of large plates.

(d) Increase in the output of rolled products. The production of bars :
and small shapes will be increased to meet the additional demand created by the |
Gowernment's housing and public works plans. Plans include the installation of
an electrolytic tinplating shop and the expansion of galvanising operations,

107. The million tons of ingot steel to be produced annually by 1971, when all

the installations covercd by the expansion plan will be in operation, will be

transformed into 600,000 tons of finished rolled products and 200,000 tons of

billets. The enterpriss concerned calculates that by 1971 domestic demand will

be absorbing about 540,000 tons of finished rolled products from Huachipato

and 100,000 tons of billets; this will leave an exportable surplus of 60,000 tons

of finished rolled products and 100,000 tons of billets, which will earn about

$15,million a year. No substantial volume of exports is anticipated over the

short term (one or twu years).

108, Huachipato 1s now negotiating with Ecuadorian entrepreneurs for the installa-

tion in Ecuador of a rolling mill to produce bars and small shapes from billets :
produced in Chile, and it is hoped to conclude similar arrengeaents with a fira ¥
already established in Uruguay. :
4. Ballvay equivgent ;
109. The railway equipment industry is now in a position to fumish a substantial '
flow of exports, especially when we consider the wide margin between productive
capacity and domestic consumption in Chile (see table 10). This margin, measured in
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terns of valus, exceeds $20 million, tut the individual items involved vary widely
in export prospscts,

110, Those considered to have the best prospects are wheel rims, ailea, vwheel centres,
bogies, couplings and pairs of wheels, all of which have already been exported. The
prospects for the remainder - wagons, coaches, luggage vans and brake vans - are
considered less promising because these items are relatively simple to manufacture
and most countries have their own plants for the purpose. The surplus output of

the first group of products which could be made available for export is estimated
at about §7 million worgh.

11l. The competitive capacity of the industry depends largely on the price of

steel, which has considerable weight in the final cost of the product; generally
speaking, operating conditions in the industry can be regarded as satisfactory,

and the technical standard is good. However, the exports in question have been
affected by the exchange rate. In some cases this adverse effect has been

offset by such incentives as nuthoediwmtion for some of the foreign exchange

earned by these exports to be spent on specified imports. Exports of steel
wheel-rims now earn a tax robate equal to 4-5 per cent of the f.o,b, value

tDecree No. 1224 of 16 November 1966).
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CHILE: PRODUCTION CAP..CITY, CONSUMPTION .ND POTENTI.L EXPORT SURPLUS

OF RAILW.Y EQUIPMENT, 1964

ot T T
Forged wheel rinms Tons 10,000 2,700 7,300
Axles, finished Tons 2,500 1,190 1,310
Axles, unfinished Tons 4,000 - 4,000
Wheel centres Units 4,000 3,840 160
Bogies, cast steel ' Units 1,560 800 760
Bogies, structural steel Units 600 Y] 540
Couplings Units 5,000 2,860 2,140
Pairs of wheels, assembled Units 2,500 1,920 580
Coaches, luggage vans and

brake vans Units 160 30 130
Goods wagons Units 1,400 &0 1,000

Source: Working Group of the Executive secretariat for LAFT. Affairs, Ministry of
Finance, Chile.

o/ Domestic conmmption is very close to actual output,
is rather mmall.

for the volume of exports
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112. Furthermore the problua depends largely on the financing programmes of the
railway coupanies and on the action taken tc make good the deficit on capital account
in Government budgets, which prevents Govermments from making any contribution that
would meke it possible to expand plant and equipment.

113, The prospects for exports outsid: the rrca remain very unpromising, For various
reasons, potential outlets for the Chilean railway cquipment industry are confined
to the Latin Auerican ares, and it is very dcubtful that the existing productive
capacity can be kept in intensive use at all times.

5. Ships and boats

114. The Chilean shipbuilding industry has built up a tradition in the production of
feirly small vessels, This factor, couplcd with the rrpid cpansion of the fishing
industry in the north of Chile, has groatly encouraged the production of fishing
vessels. As uight be expected, most >f the productive cipacity is in the north,
mainly at Antofagasta and Iquique.

115. This industry sbtains about 60 per cent of its raw materials in Chile; the
bulk of the imported component consists of engines, Th: standerd -f tochnological
training and the gencral tperating -conditions ere satisfactory. The product with
the best prospects is the anchoveta fishing vessel with a displacament of 100-150' *ons,
without refrigerators or sther specinl equipment, Given adequate incentives in

the form >f tax rebates it is estimated that, within four or five years, the export
pciential would rcach $3 million to $, million in value. Transactions worth several
hundrod thousand dollars are now in progress with Colombia,

6. Wipe

116. Hitherto most Chilean wine exports have gone to European markets, but the
market of greatest potentinl velue is that of the United States.,

117. The exports to Burope consist of large quantitics of cheap wine in bulk, As
table 4 shows, these exports represented 94 per cent by volume but only 66 per cent
by value of the total exported in 1963; the average value was about $6.5 per
hectolitro (the average price increased in the subsequent years). Moreover
Buropean demand is determined by the Buropean producers' needs for wines of s
quality suitable for diluting locally produced wines; consequently the




TD/B/C.2/ 33
page 41

Frice-elasticity of their demand is very low. In addition the Chilean wines of
inferior quality have to compete with those from North iAfrica, which benefit from
the tariff preferences for countries associated rith EECQ/.

11Z, This does riot preclude the possibility of exporiing bottled wine to the
Furopean markets, uut theore are obstacles to larze-scale exportation, narely:

(a) The keen price coupetition laced by Chileen wines, which have to contend
uith ldgh fralgatages and heavy customs duties (9 to 14 US conts per litre in
conniners holcing more than 2 litres and 12 to 17 US cents pc litre in containers
1 'wlding 2 1li*res or lecs; this roprasents a duty of over 100 per cent of the
f.o.b. price)

(b) The difficulty of penetrating these markets, where local producers
have en extensive and deeply rocted tradition in their favour.

119, More practical prospccts for increased sales withbin a relatively short time

are to be found In the United States, which is 1 net importer of wine and whose wine
consumption is increacing at the rate of 8 per cent a year, There is a market

in vhet countiy for mcdium-quality and good-quality wine; tne tariff is low and the
nain coristition is from Brrcpean (chiefly French) wines whose transport costs are
lowar, but not substantially lcwer, than those of Chilean wines. The United States
market takes bottled wine (white and red) and denands good precentation and stable
quality.  The widt value of erports in the past few years has been about $50 per
dectoliten,

120, Tho markets o  tho LiFT4 countries ar~ also of interest; the customs barriers
end quantitative restrictions maivw’ained by these couniries are the main obstacle

o tle expansion nf trade.

121, Chile has = great capacity for wine production: the biggest harvest in recent
decales vas 600 nillion ltres (1942) and the smallest 365 million litres (1964).
Exports, in cont-ast, reached a pesk at nearly 12 million litres in 1963, then dropped
to 5 milliou litres in 1964 ari slightly over 4.5 milliom litres in 1965. Chile is

a heavy consumer and. the exportable surplus is diffioult to estimate; it would probably
be more accurate to say that there is no apprecisble surplus at present because the
area under vines has been decrrasing.

8/ Algeria at present receives preferential troatment only from France, but the
Federal Republic of Germany is also in process of granting such treatmont
unilaterally and by the end of the current period of transition Algeria vill
probably enjoy complete exemption from tariffs in the territory of the -
Buropean Economic Community.
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122. Any export policy would have to take into account, among other factors,
expansion of the grape-growing and wine-producing area ; and, as is common knowledge,
a new vine takes four years to bear fruit. The most effective step, however, would
be to achieve costs which were competitive not only with other countries but within
Chile. The fact is that under the present conditions it is much more profitable to
sell wine in the domestic market, which absorbs the high. costs of production, than
to sell it in the foreign market, which would not.

123. In the existing circumstances it seems highly unlikely that the vine-growers
will spontaneously expand production for export purposes. The only way to achieve
this result would be to apply a policy of planned growth calculated to produce, by
degrees, increasing surpluses, especially of bottled wine, for export; in the first
stege of such a programme it might be possible to produce a surplus of some 20 million
litres, worth about $10 million, for export.

124. Tax rebates on wine exports are already appreciable; the rate of rebate is
nearly 30 per cent for wine in bulk or in containers, and 14 per cent for bottled
wines,

125, There is also & compensatory system providing for the repayment, to exporters,
of an ad hoc tax levied on all producers. The amount repayable varies indirectly
with the quantity produced and the quantity exported. The sum involved is not large,
and furthermore it tends to decrease as exports increase,

126, Wine producers complain of the high cost of labour, which represents 25 per
cent of the value of bottled wine; hence there would appear to be scope for an
increase in productivity in this sector,

7. Fish megl and fish oil

127. For these two products, which are complementary in source of supply and
successive in processing, there is an increasing world demand. Natural conditions
in the waters of the Pacific Ocean off thre Peruvian and north Chilean coests make
them the world's most abundant and economic source of the anchoveta, a species of
fish which is used in the form of meal as a feeding-stuff for livestock. The two
Latin American countries engaged in this industry are Peru and - to a much smaller
extent - Chile, The Peruvian fish meal industry is the largest in the world and
practically controls the international market price.




T0/B/C.2/33

page il

This directive was further amplified at the Committee's resumed first session,
vhen the secretariat was requested to study the scope for the expansion of imports of
rrnufactures and semi-ranufactures from the developing to the developed countries and
tle neasures to be taken by the developing countries for inereasing such exports.l

In addition, the Committee agreed that for the diversification of exports of the
developing countries, it would be helpful to have information on the manufactures and
scmi--rmanufactures which could be produc:d by the developing countries and for which
thers is sufficient demand in world markets to warrant the establishment of export-
oriented industries, duec rcygard also being paid to the conditions of supply of the
said products.2

Lastly, it should be noted that this project gained the support of the second
meeting at ministerial level of the Ad Hoc Committes on Latin American Co-ordination
(CECLA), held at Buenos Aires in March 1966 (resolution 2/66).

Irn compliance with these directives, the Manufactures Division, in co-operation
with the regional economic commissions, is carrying out a number of studies to
deterrine the immediate and future prospects for increasing the exports of
manufactures and semi-manufactures fron selected developing countries. The object of
theoe stuaies is not, however, to present an exhaustive analysis of the export
prospects and problems of the countries concerned, but rather to draw attention to the
scope for increased exports and to the measures which might be taken in this respect.
In the case of developing countries which do not possess any significant export
industries, an attempt has been made to estimate what would be the export prospects if
export-oriented industries uere established as an integral part of the industrial
development of these countries. Theue studies should, therefore, be regarded as only
part of the examinaiion of the possibilities of building up and ~xpanding the exports
of manufactures and semi-manufactures from the developing countries. A summary,

together with the conclusions reached in the study, are contalned in paragraphs 1-9
below.

1/ See report of the Committee on Manufactures on its resumed first session
(28 February - 9 March 1966) (TD/B/69 - TD/B/C.2/14),para.9

2/ Ibid, para. 29.
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128, The price of fish meal has increased sharply in recent years, from about

3110 a ton in 1963 to about 3180 a ton in 1964, owing to heavy derendt and a scanty
supply. It is now in the region of 5140 -~ $150 a ton; this can be considered

a sufficiently balanced average on which to base a projection for the next few years.
29. The prospect of a growing demand in the world market led the Chilean Govermment
to make large sums available to finance the establishment of new fishery entcrprises
i (fleets and pr-ocessing plant), mainly concentrated in the north of Chile. This
action was successful and the country now has more than thirty such enterprises,

with a large productive capacity.

130, Despite the ideal natural conditions, the raw material supply presents some
problems. In the first place, the fich are apt to be scarce from time to time,

as they were in 1963 and 196, (the season is from November to May)j/ . In the
second place, precautions have to be taken to save the species from being fished out;
last season Peru fixed a quota for the catch alloved.

131, Owing to these factors, the raw material must be regarded as a limitation on
export capacity even though the economic conditions of its supply are most favourable
and there is a keen world damand. according to the experts, the attainable average
supply of fish ie about 1 million tons a year; this, processed at a level of
efficiency slightly higher than the present one, would yield a fish meal output

of 200,000 tons. At anf.o.b. price of $140-150 a ton, this represents a potential
income of %28-30 million. . '
132, The existing enterprises could produce up to twice that amount, and for this

reason no new investment is provided for in current plans, at least for the near

future. If the supply prospects are confirmed later on, new projects involving the

use of other species of fish besides the achoveta may come up for consideration.

133, The present rate of exchange is not a major adverse factor for the export trade

because, here sgain, provision has already been made for a rebate of 20 per cent on

the f.o.b. value of exportable products, plus a rebate of 30 per cent on Chilean 4
mater:lgls used in the product; this amounts altcgether to some 100-120 escudos a ton,
or about 25-30 per cent of the f.o.b. value.

3/ iccording to the experts, such shortages. are likely to occur every five or
six years.
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134. The industry complains that some conditions make it difficult to export at all,
and even more difficult to expand the export trade: namely, inadequate transport,
storage and shipping facilities; rigidity in labour contracts; a scarcity of funds
to finance deferred-payment exports and to provide working capital; and lastly,
slowness in paying out the rebate. However, the last-mentioned problem will
disappear when the new general ict on export promotion takes effect.

135. The foregoing remarks also apply to fish oil. The potential capacity for
ports of this product may be estimated at about 28,000 tons, worth approximately
% million (average price $180 a ton).

g. 8 i rese

136. For several serious reasons, any increase in exports of these products in the
next few years must be considered problematical, despite the existence of abundant
row material and of a world demand which offers plenty of scope for sales., Under
the industry's present operating conditions, the $500,000 average value of exports
over the past few years may represent a maximum that will not be easily exceeded
except sporadically.

137. The first problem is that of price. Chilean prices for canned fish are 65 to 80
per cent higher than international prices; cases of 12 half-pound cans of bonito
priced for the domestic market et the equivalent of $11.5 ex factory could not be
sold in the foreign market at more than $6 to $7 f.o.b., Domestic demand is very
heavy, mainly owing to the restrictions on meat consumption, and the attractions of
the domestic market discourage export operations.

138. In addition the quality of the manufactured products is unsatisfactory in
several respects; this is a serious obstacle to the acceptance of the products in
other markets, end must be given due weight. For example the cans, which are made
in Chile, are not of uniform thickness and this has created some difficulties. The
problem has been widely discussed and conflicting opinions expressed, but no
satisfactory solution has yet been found.

139. This problem does not arise at the shellfish canneries at Punta Arenas which,
by virtue of the special regime in force in the area, use imported tinplate; in
thls case, however, it is very doubtful that the raw material supply can be maintained,
mich less increased, in the future, For other shellfish (crayfish, mussels, etc.)
export in frozen form is found to be more profitable,
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Lily Ta judge from the basic resources available, exports of these manufactured
sroducts might be expected to hring in several million dollars, but the existing
probloms are so complex snd intractable that the praspects are not particularly
cright U'or any substantial increase in exports of these product 10 .

3. Dried fruit

l4l. Because of its favourable climate and soil conditions, Chile has traditionally
been a producer and exnorter of dried fruit, though the volume is very small compared
with thac of world trade in this item. The main fruits treated are plums, grapes,
apricota :nd peaches. More plums are treated than other fruit, and their processing
i3 more highly mechanized and standardized to meet internationsl market requirements;
there are exact standurds for thc selection and sizing of plums but not, as a rule,
for other kinds of fruit, which are apt to vary in quality and size. Most of the
fruit is dried by dehydration with hot air, but in the north of Chilc the climate

is good enough for natural drying, which is a chesper process.

142. Exporis of prunes, which account for 90 per cent of all dried fruit exports,
have reached fairly high levels, earning close to $1 million in 1960 and 1961; they
are now in the vicinity of $700,000 and the main markets are the Federal Republic of
Germany, Peru, Brazil and Mexico.

L43. Generally speaking, world prices for this fruit are such that as things stand
there is little prospect of maintaining or increasing this flow of exports. Costs are
rather high, and it would appear that the main way to reduce them would be to achieve
a maried improvement in unit yields, which at present show signs of a decline, In
order Lo increase exports of this _tem it would also be necessary to improve quality
and presentation in certain respects, 8o as to compete successfully with prunes

from other sources. The best prospects for sales scem to be in Latin America, and
Chile might concentrate on acquiring new markets and expanding its present markets
there, elthough it should not neglect the Buropean merket.

144. If raisins - the other important item under this heading - are included, the

value of exports attainable over the medium term nay be estimated at epproximately
$2 million,

——— .

10/ For a rather more detailed discussion of this problem, see the section on
preserved fruit below.

T s O R
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10. Preserved fruit
145. Fruit-growing in Chile is scattered among valleys, in each of which a small

amount of fruit 1s produced and each of which has its own distinctive ecological and
climatic conditions (microclimate).

146. No attempt has been made at specialization in order to reap different crops at
different times of the year. Output is generally limited to one or two kinds of

fruit in each area; this means that the fruit must be gathered very quickly, ready for
processing. This applies not only to the kinds which are processed by the fruit
preserving industry, but also to fruit which is sold fresh. If the fruit farms were
better maneged, the market could be freed of its frequent dependence on the preserved
kinds.

147. Many farmers have established small canning plants, either individually or

through small co-operatives. The processing capacity is more than enough to cope with
the existing flow of fruit, for the output of the valleys is generally low,*# There
is undoubtedly idle capacity, mainly because the variety of fruit available for processing
is smzll, so that the plants can work only for one or two months in the year and
thereafter remain idle. This applies particularly where the production lines are in
some degree automated and consequently cannot easily handle more than one kind of fruit.
142, Except in some very special cases, the technical level of the processing operation
is not high, and output standards are uneven or virtually non-existent. Sometimes the
contents of one and the same tin vary im size, colour and thoroughness of cooking,
while in other cases the lack of uniformity is due to inefficient grading when the
fruit is picked.

1/9. The quality of the tinplate is also a source of problems, The lack of uniformity
in thickness gives rise to difficulties in forming and sealing the can, and again when
it is opened by the consumer., The greatest obstacle to the expansion of exports,
however, is lack of standardization of the product itself, and the prospects have become
even more unfavourable with the increase in domestic consumption,

150, Nevertheless, the natural conditions for frult growing are certainly excellent,
even exceptional, in Chile. Fruit of the finest quality can be grown there;
unfortunately the domestic market does not place enough ineistence on quality to
stimulate an improvement in that direction,

ib/ The rate of utilization of installed capacity is slightly under 50 per cent,
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151, Production costs are high, mainly because of the low yield of the crchards, us
was scen in the review of the dried fruit iadvstry. In view of the forsgoing it 1
felt that nc purn-se would be scrvad by caleuletirg export potenticl in towio of jdle
processing capacity, since the limiting factors axrc quality and prodvection wosts

In thi circucstences, it would sei Shot Ske short=ner. ezporenoteztial ear

be estimated at %1 million woerth and the nediur-tern potential @b 2 millicn to

%3 million worth,

1. Chemicals

152. The establishment 6f the Sccledad Petrcquimic: Chilana, which is composed of o
existing state agencies ths Production uvevelcoment Corpurcticn (CCRFO) end the Fatioral
Fetroleum Enterprise (ENAP) - and the cfficia) suurdssion, in 1965 1966, ~f its
projects, some of which ars already in exeeuvion, huwre oluced Chile among the Tatin
fnerican countries that are galning » footheld in the world merket for chzmicals.

~he naw concern's petrochemical prujects includs a "igi-~nanaciiy industrial complix
which is designed to produce anhydrous ammonia st the rute of 1,000 tons 2 day, and.
which will use the vast vesawrcer of natural ga: avallsbi» rory cherply in the scuth
\Puntyu Arcnas).

153, This complex is being planned with »xport 'n vicw for the greater pert of lis
output - about 330,000 tons a year, and perhaps more laber -- on the azsumption thnt
ivs large capacity and the low cost of the notural gas wiil nike prices 1eally
comp>titive.  Anhydrous ammcnic eculd_.be tho.uain product if the technological a1l
sconomic corditions governing the transport of *his procret pestrlt. However, a plu
to pioduce granulated urea from a. .ni:w is to b LuilL n% the ~ae site, and biis condd
be made the main product insteead,

154. This Chilean plani should be in operaticn in ‘hree cr rour years' time. in 10l
or 1971.  If so, potential export capacity should be abou* %3 million or 9 midlion
worth in 1970 - 1971, with substantial increases to- tollow.

155. Other petrochemical projects in Chile. tc judge “ron the Cimensions of the plants
concerned, seem to be intended mainly to supply the domesiic market, at least in the
initial stages. One complex is planned for the producticn of ethylene and another for
benzene, but they are unliksly to ba commissicnad within tie period spanned by this
report,
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156. Traditional exports among crerdeals include icdine; sales of this product
throughout the world are controlled by the Corporacién de Venta de Salitre_y Yodo de
Chilc., Sales totalled $2.8 rmillion in 1963, £3.1 million in 1964 and $3.6 million in
1965,

197« The largest foreign buyer of iodine is the United States, which normally sbsorbs
hell of Chile's exports; next come the European countries, mainly the United Kingdom,
the Federal Republic of Germany, the Netherlands and France. Buyers in Latin America,
ir dzscending order of importance, are Argentira, Mexico, Urugusy, Brazil and Peru.

The cxport prospects for iodine, which are linked to sume extent with ‘hose for nitrate,

ar.. not very encouraging, and hence ne increases are foreseen above the present level
which, &s elready stated, ranges between 3 million and %4 million.

12, Footwear

17%. For the past three years certdn Chilean companies have been exporting women's
footuear to the United States, mainly through thelr own retain network but also to meet
wholosale orders. The goods have been well received and the sales prospects are very
promising. It is estimated that, given the right incentives and with the productive
caoneity already available the present export flow could be increased to some 150,000
nairs a year, worth about 3650.0C0 as compared with the 26,343 prirs, valued

al $117,720, which wore exported in 1965, The average export pricc f.o.b. is between
$4.70 and $5.0 a pair; this figure is increased by 30 per cent in the country of destine-

tiza (20 per cont customs duty and 10 per cent freightage and other costs). The sale

pice to the public ranges from $14 to $20; the mark-up is particulerly high in this
ca n,

159. The Chilean product has to face severe competition, especially from Italian
Jfoocwear, vhich 1s sold very cheaply and which enjcys a very high reputetion in the

United Stutes market.

160. Footwear exports now qualify for a tax rebate of 6 per cent of the f.o.b. value,
Negotietions are under way for a substantial increase in the rate of rebate to
strengthen the competitive position of the product, It is believed thet, given an.
appropriate rebate, men's footwear could also be exported, for the quality is quite
adequate for sale in the world market.

161. It would also be very useful to promote collective advertising for the Chilean
product in the United States. It 1s n»>t suggested that the surplus productive capacity
referred t- above shruld be utilized by increasing shift-work, because there 1s no

surplus of skilled workers.
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13. Mocllen fabrics

162. The woollen textile incustry has a well-established tradition in Chile., It is
well enough organized and produces goods of good enough quality, for inclusion among
the industries which, given suitable conditions, could play an important part in the
export of manufactures. The potential market for good quality fabrics is the

United States; there are no discernible prospects in the European countries.

163. The installed productive capacity is already in fairly intensive use. Even 8o,
production could be expanded without fresh investment, but it would be difficult to
reduce marginal costs. This is because a third daily shift would have to be worked,
at an additional cost which would almost wipe out the reduction in fixed costs,

164+ The large mills, as distinct from handicraft enterprises, at present produce
about 12 million metres a year; domestic demand is increasing, and it is calomlated
that wp to 2 million metres mo.%s could sasily be produced.

165. The industry!s weak point 8o far as export prospects are corcerned is cost

and by that token, capacity to compete in price. The fact is that, under present
conditions, Chilean textiles lack this capacity; for exsmple, a worsted fabric of
pure wool merino 70's, of yarn count (metric) 50, weighing 430-450 € per linear metre,
would heve to be priced at about 32 escudos a metre, whilst the corresponding
international price would be about $6.

166. It 1is estimated that a rebate equal to %0 per cent of the f.0.b. value of the
Chilean product would be enough to put it on an equal footing with the international
market. Woollen fabrics cannot compete to advantage in that market owing to the high
cost of the raw material; as is known, Chilean wool is not suitable for the manufecture
of worsteds, and the woolleus industry has to import its raw material. Customs duties
are very high, and in the case of wool tops disorimination is practised: those from
LAFTA countries pay only some 15 per cent, and those from other countries 30 to {0

per cent., Customs duties on greasy and washed wool are also very high, with no
marked disorimination according to origin. The rew material is usually imported from
Argentina and, in view of the rebates granted in that country on exports of tops, it
is more profitable for the Chilean industry to import tops than greasy or washed wool,
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157. The whole problem is that the Chilean industry has to pay more for its

rew material than do the wuollens industries of other countries. It would
therefore be advisable to consider greaniins a temporery exemption from customa
duty for wool imports from any source which are intenced for the manufacture of
products for export.

168. According to calculations based cn the forecoins data, the potential export
capacity of the woollens industry might attain {12 rillion,

14. Hat bodies

169, A fow years apro, exports of hat bodies and of hats, reached fairly
substantial figures. However, the flow of these exports, which went to several
Letin American countries and the United States, dwindled to vanishing point
because the Chilean product eculd not compete in price. The mein reasons for
this situation are the unfavourable rate of exchange and the high cost of the
raw material. |

170. Two different kinds of hat bodies are munutectured: those of wool felt and

those cf fur felt, In both cases labour accounts for atout 50 per cent of the

value of the product. At present the industry works a single shift, and it
would not be easy to add more shifts because no additional skilled workers are
available.  Although there are only a few firms naking hat bodies in Chile, and
although their machinery, owing to the difflculty and high cost of importing, is
not very up~-to-date, there is a surplus of productive capacity which, under
suitable conditions, could supply an appreciable quantity of goods for the
foreign market.,

171, 1t is estimated that, without edditional investment or vith only a small
additional investment, scme 24,000 to 30,000 kilogrammes of wool felt hat bodies
(300,000 to 350,000 units), worth roughly $150,000 to $200,000, could be produced
for export. This product is offered for sale in the international market st a
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SUMMARY AND CONCLUSIONS OF SCINT UNCTAD/ECLA STUDY OV CHILE

1. The present rsport concerning Chile follows those already issued concerning the
prospects for exports of manufactures from Argentina and Brazil. Each reportiis one

of a serles of studies which ECLA is carrying out, in collaboration with UNCTAD in
various Latin American countries and which will include in addition to the countries
mentioned above, Colombia, Uruguay and Venezuela.

2. The essential aim of this report, as of every report in this series, is to throw
light on certain aspects of a country's capacity to export manutactures; it does not
putport to suggest a programme for the attainment of specific export targets. Such a
programme could not be prepsred solely from technical data of the type analysed in this
report - surplus capacity, availability of raw materials, costs, prices, etc. That
would, in practice, entail making a choice among several possible courses, and sucii &
choice can be made only on the basis of government decisions concerning the industrial
and general economic development of the country. It is hoped, however,that the method
employed and the general and particular considerations put forward regarding the problem
may prove useful in formulating an export development programne if one is put in hand.
3. Tiis report has been given the same structure as the previous ones: a review of
past performance, in wiich it was possible to include figures up to 1965, is foliowed by
an examination of the institutional factors affecting exports. A t'ird chapter sets
out the results of a survey of zertain products. Last comes an estimate of short-ternm
export potential on the.basis of the classification used for Chilean foreign trade
statistics, together with a table showing the main requirements on which the projections
depend.

4. Although, in selecting the procedure and approaci, every affort has been made to
maintain comparability with the previous studies, the special characteristics of tie
Chilean economy in the recent past and at the present stage in its development made it
necessary to take some new factors into account in projecting the potential exports of

manufactures. These new factors include, in particular, the export prospects afforded by




TD/B/C.2/33
page 2

new mainly export-oriented projects for the producticn of manufactures of copper,
cellulose, ammonia and iron and steel products, as well as export-drive legislation
which is breaking new ground and which, among other things, is making it possible to
restore some degree of balance to the rate of exchange. Another noteworthy factor

is the upward trend of domestic demand - a phenomenon not observed in Argentina and
Brazil, the countries covered by the reports alrcady published.

5. The estimates which are given in the last chapter of the document - and which were
based on the analysis of a necessarily limited list of products - should be regarded
merely as indicating orders of magnitude of Chile's export potential on the assumption
that a scries of conditions and requirements will be wmet. These conditions and
requirements are cxplaincd in chapter D, and tabulated in table 11, for each scction of
the cxport statistical classification and for the most important individual products.
6. The analysis deals mainly with supply conditions and thus takes into account the
productive capacity available and certain other factors - prices, the availability of
raw materials, marketing procedures and so forth - which give an idea of the capacity
of the products in question to compete on the world market. Although this study does
not deal explicitly with certain important specifié problems rclating to demand -
markct studies, tariffs and other barriers of equivalent cffect such as quantitative
restrictions, and so forth ~ it may be sald that demand conditions have in some mecasure
been taken into account, particularly in the analysis of products. In fact, one of the
criteria for the inclusion of a product in the list of potentially exportable items was
the potential competitiveness of its price on the world market, to the limited extent
to which this factor could be assessed from the data availsble. The report thus gives
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there is every indication that such cxports would be feasible, It will be better
Lc assume that oxports under this heading will decline, and to work out a parallel
estinate of the potential value of exports of wore highly processed manufuctures.
However, such an estimute is beund to be uncertain, for it relates to I'actories
that are not yet i existence (although sevoral projects are under consideration).
10, There are sceveral such cases in Chile, and it is therefore impossicle 1o apply
the fixed coefficients laia down in the previous studies for application to the
qualitative definitions (slow or rapid, small or larga) of export potuntial by
product or group of products,

1J1. In the present study the only course open is to make scme forccasts based not
only on the movement of exports in previous years (where the relevant data are
available) but also, and chiefly,on econcmic planning policy, considered in
conjunction with the conditions reported by industry, through the survey, with regard
to productive capacity.

192, The results appear in table 12, which shows, first of all, the uaxinuw annual
vXports recorded in the poriod 1960-1965 for eéch section of the Chilean foreign
trade statistics (for sach year's data, see table 2). These data were used to
nake a comparison with the projections shewn in the columns headed "Short teru"
and "Mediun term" (1-2 years and 4-5 years respectively). The projections are
conditional upon fulfilment of the requirements stated earlier, in table 11 and
chapter C of this report. They arc based on a cautious appraisel of existing
conditions end of the projects in hand which affect productive capacity. If the

projections for the various sections are analysed, the export prospects for their
compenent products will be found to vary frou product to product. At this stage
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Table 12

CHILE: ESTIMATE OF THE POTENTIaL VALUE OF EXPORTS OF MaNUFACTURES
IN THE SHORT AND MEDIUM TERM

(Thousands f d>llars)

, Maximum annual | Potential annual
, exports in i exports
1200~ v
i Year ' Value i Short term | Medium term
1 ' 3
Exodone, mlrcuryﬁ and other) 1961 ; 4,030 5, 000 5,000

l
I atwrad roducts of witers and i_
IIIMMM;M S - -

Iv, &.waﬂ_mu_ | 1964 16,762 20,000 | 30,000
Fish neal, whale real, ¢

>ther feeding-stuff f)t
livestick, and dried fruit)

v, Dfﬂiﬂilﬂxm 1963 3,045 5,000 7,000
Barley malt; preserved fruit,

fish and salm n, crayfish,
splder crub and sther shellfish;
and Hther preserved Hr

prepared f)ds) )

1963 1,101 2,000 10,000

VI. Beverssres an
(Brttled wires, \uimq in >ther
entainers, «nd >ther)

VII. T» bacg ~ panufactyres -

i
VIII. wﬂm 1960 : 155 $ ,000 6,000
Yarn and thraasd Hf flax ¢ ttHn ‘

fabrics, and >ther)

IX, a dus 1961 7,510 0 ,000 50 ,000
Cellulyse, fish 511, whale »il,

hydr>-carbons, n.e.s., and >ther)

X. hetellureical industries 1965 | 56,473 10,000 | 30,000
(Plates of cop; or, n.ces., spaath
plates of iron and stecl, copper

wirm,, unervered, arl sther)

-
o ———
———

-
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Table 12 (continued)

¢ Maxinmur annual

P~tential annual
exHrts in

exports

!
%
Yl

—

Short ter.. Mediun term
_1

. Meshinery, tals end equiount 91 | 2,147 | 20,000 | 40,000
Electric cable, not insulsted; |

insulated wire and ceble;
audions and valve rectifiers,
and “ther)

XII. o) d ent 1965 2,585 5,000 12,000
Ships and boats -f iron, railwey

wheoel rims, and >ther)

XI1I. B%muﬂ_rmzumim 1965 8,739 8,000 10,000
Newsprint and periscical and

book paper; printed b ks,
perisdicals, etc.; and -ther)

Iotal 102,550 | 100,000 | 200,000

Souree:  Foreigon trade bulletins, sp,cit. and ECLA estimates.

in the analysis of the problem, Rowever, in order:.to maxe a fircd estimate of

the results which the Chilean economy should he ablo te achieve by followirmg

throuth the Government programie, it wus thought wise t- limit the projectiorns to

whole sectisna.  Over the short tern the export potentiel might anount t> $100 million.
In reality this ficure would represent o cornsiderable advance on 1965 axporte

($94 nillisn), and aven -n the figure shown in the second chlunn f tabls 12 (nearly
$103 millisn), because tho projected figure was wirked sut »n the assunpti on that, for
the reassns given in the discussisn of covpar senl-nanufactures, there would be no
repetition ,f the extremely high exports >f thrse »roducts recorded in carlier years
($35 mi1145n in 196/ and $55 million in 1965), Over the nedium teru (frur or five years),
it 1s considered possible that the velue »f exports projected for the short term could
be drubled bringinyg the export prtontial t> $200 nilliHn,
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193. Thus the results of the prijections (which, s previously stated, are given
purely as e guicds) and the whole of the foragoring anélysis nf the conditions gsverning
the export of nanufactures fron Chile serve inter alja to show the briad field >f
action open to the authorities, and t» exporters, in this connexion.

194, Lastly -~ as was pointed sut in the previous reports on Argentina and Brazil - although
the conclusions arrived at are »f necessity limited in seope, nainly because the study

had to be appriached sylely from the standpoint of supply, it is bolieved that the results,
together with those of other studies nade an the sane 1inas,kcould provide a starting
point and a basis fir the negotiations to be undertaken in UNCTAD with the bject »f
setting up a continuous flow >f manufactures from the developing countries t- the
industrialized countries.
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price ranging betwecn $6 and $7 per kilograrme. The Chilean product, on the
other hand, could be offered (at marginal cost and assuming an increasc in

output) at about 125 escudos per kilogramne, which is fairly remote fron the
international price range. In crder to bring the price of the Chilean product
closer to the international price, it would alsc be necessary to introduce an
adequate tax rebate. Ways in which costs might be reduced include cexenption fron
custons duty for inports of machinery and arrangenents for tcnporary inmportstion of
raw naterial for the products intcnded for cxport.

172. The latter arrangerient would bc cven riore dcsirable as a neans of encouraging
exports of fur felt bodies, becausc Chile does n»t produce en-ugh »f the raw
naterial even to meet the domestic demands. Herc too there is idle production
capacity which, according to calculatiqns, could preduce an exportable surplus »f
8,000 to 10,000 kilogrammes a year, worth 70,000 to $100,000. The rverage price
in thc international narket for a nedium quaiity fur felt hat budy is about

%9 to 810 per kilogramme. These products are offered in the d-nestic market at
about 100 escudos per kilograume; this rules out any possibility of competition
unless drastic neasures are taken to stirmlate exports.

173. Lastly, mention should be nadc of finished hats. Their export prouspects
might p.rhaps be better than those for hat bodics s> far as prices is concerned,
bocause they are a more labour-intensive product, but the accessories are rarely
of the quality denanded by the international narket.
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IV. PROJECTION OF POTENTIAL EXPORTS
17, . Chile's economic progromues reflect a legitimate desire to promote and diversify
exports. This course hes been followed - sov far, according to plan - more as a means
of developing industry than as a means of sclving the probleus presented by the trede
balence end the balance of peyments, in which the export of primary products >f the
mining industry and agriculture is the deciding factor.
175. An incresse in exports would undoubtedly do muck to encourage Chilean manufecturing
industry to develop even more actively than it has in the past few years. It has
already achieved a fair rcte of prugress in the form of an average increase of 6.3 per
cent in the physicel output of industry, as against a 3.2 per cent zverage for the
total product. In order to increase exports, variovs genercl mezsures and certain
specific measures are considered necessary. As indicated earlier, the incentives
prescribed in the new Act are well caleulated to encourage exports, and considersble
brogress can be expected in this field when they take effect. However, the exchange
ratc probler.referred to in chaepter 3, on institutioaal factors affecting-experts,
st111 persists in some degrec.
176. The facilities provided by the new legislation for the renewal of equipmnent, which
is a matter of special interest to some industries, are considered well suited to their
purpose although the final assessment will, of course, depend on the experience gainaed
in their application.
177. In many cases there are probleus of quality to be solved. For a long time the
Chilean market was relatively easy so fer as consunmer requircments were concerned, but
now refinements are in evidence in u wide range of goods. In the world market, evon
if the goods are offered at acceptable prices, quclity is very important, especially
in products which face keen competition (such as preserved and dried fruit).
178, Lastly, en export policy that aims at presenting = sufficiently wide range of
products needs the support of a firm and durcble industrial base. There are now a great
many small and medium-sized enterprises in Chile; 6,500 industrizl establishments
employing more than 1C persons each were recorded in 1961, employing on the average
about 37 persors each. It is difficult for the small or medium-sized enterprise to
reach the international market, and it would seem necessary to set up collective oxport
machinery, which might be of a privete nature; the activity of commercial enterprises
exporting solely on behalf of third parties might be given appropriste encoursgement,
with public bodies providing support or working alongside private enterprise.
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174, With regard to rfuture oxport prospects, Lot wo o coiger first of 1l the
charsateristics -t lie products surveyed, which wer: oo gereted in chinpter €. Tuese

products nny be divided into threo entegeries,  The first category includes the
traditionil or netural export products (or products with - feirly regulir export
record) such «s wine, fish mesl, reilway cgqulpnent, footwear, cellulosc and preserved
foods:  In other words, the crodicts on which estinates of vXport prospects are
norrially and auton=tiselly bascd., The second categury comprises products whosc future
exportation deponds <n plens for the installation of new industries or the extension
of existing ones; these include wmanufoctu~es of copper, irou and steel products and
fertilizers. The third category - cne that could be widened - covers products which
have not been exportud regularly, at zny rote in recent yacrs, but £ar which productive
capacity is avail.ble and other conditions are favourable; these include hats,
textiles, clothing, sugar confecticnery, etc. Within the third category, distinctions
should be drawn between the different obstacles to oxports: a price rendered
uncomputitive by the rate of exchange or by high production costs; inaduquate quality;
and f.ilure to seize such opportunitics =s the internctional market ray offer. Even
where more than ons o these ~bstecles ar: fcund, the product concerned should not on
that account be strus« cff the list of potentially exportable menufacturcs if it is
still the country's policy to follow up every possibility of diversifying exports.
120. The thrce categeries of products require the epplication of promotion neasures of
differ:nt degrecs of intensity. In the first category the nature of the difficulties
in the way cf incrensing exports is known, and it is oeasy to estimate the linits of
exports ettaineble over the short and mediunm tern if direct precticel measures are
taken to nelp the exporting enterprises.

181. In the second category too, the limits attainable are laid down in the plans, and
all that is needed is to pursue z policy which does not conflict with the plans
epproved by the Government.

182. In the third category the problem is much more complex, because:

(1) it is very difficult tc estimate the limits of potential exports when there is no
information on past performance from which to deduce & trend;

(2) it is difficult to foresee how entrepreneurs will recct to cxport prouotion
measures; and

(3) the "cost of the operation® to the public authorities - i.e., the cost of the

nacessary export incentives - mry be higher than for the first two categories because
new products are involved.
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1¢3, It should be emphasized that such a pclicy should not be pursued with the sole
ain of acquiring the -mount of foreign curreney potenticlly obtaincble with exports,
as estimoted for the short end redium term in this repert; the second/xy effucts of
the export trade on productive activity ond economic development in jenerel are ~lso
relcvent,

134, Owing to the present stete of the Chilean uconory and, ucre particulerly, the
conditions governing the problem of potential exports of nanufactures, it hes been
necessary to depart at some points from the technique employed in the reports on
Argentine and Brazil. The absence of any export date for recent years on & good riany
of the products manufactured, ccupled with the newnass of the vXport promotion policy,
mekes it more difficult to e stimate the export potential of Chilean manufactures.

185, Table 11, which shows both the negative end the positive factors, should be
stulied very objectively, for in most cases the negative factors are the decisive ones,
and unless these obstacles arc removed the projections will remnin unfulfilled.
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1#6. With regard to the length of time required to fulfil them, there is a close
connexion between promotion policy and export achievement. The assessments given
in the right-hand columns of the table are based on estimates of productive and
competitive capacity, made on the assumption that the existing policy of export
promotion will be further developed and can be applied without serious difficulty.
127, Table 11 conforms to the structure of Chilean foreign trade statistics and
shows, in each section, the noteworthy products which were covered in the survey or
for which date were available.

18?, There are not many products for which any rapid expansion of exports can be
predicted, for almost every sector presents deep-rooted and complex problems.
Furthermore, in almost every case, the validity of the projection depends upon the
existence of the machinery needed to bring Chilean prices into line with world

prices. In addition, where the table lists as a requirement "Reduction of costs",
this weans that, apart from the foregoing considerations, and even where the cost of
materials is not listed as high, the industry must solve the problen of productivity
in order to withstand world competition. ,

139. It should be emphasized once again that, at the time of making these projections,
the Chilean economy exhibits ccrtain special characteristics. In the other countries
studied, the movement of the export potential was related to the existing productive
capacity, the intensive use of that capacity and political action to develop exports.
In Chile, on the other hand, the economy is undergoing major changes, and these must
be taken into account if the projections are to be realistic;  this applies not only
to projects approved or in process of approval but also to the course charted by the
Government for its economic policy in each sector. Manufactures of copper are a
typical example: The Government, through the Copper Corporation, expresses the
opinion that wire rod, plates and the like should not be exported and that the
industry should plan to export more highly processed products. In view of this,

the most reasonable projection cannot be arrived at from the productive capacity of the

copper rclling mills and extrusion machinery (which would give an estimated export
capacity of up to $110 million, leaving a slightly suwaller amount to be subtracted
from the raw material exports figure), even though the market demand is promising and






