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REGIONuL INTEGRATION OF THE STEEL USTRY IN
' ' LLTIN AMERICA
by

Fernando sguirre T,,
Secretary General, Instituto Latino-
americane del Fierro y el Acere.

The present puper examines the prcblems to be faced when dealing

with the possibility of integration er co—ordination of iron and

steel prnduction for the markets of a sroup of countries under

development, such as thase >f Latin America, taking advantage of

scale economy. In addition, a repert is made on the work being

carried out by the Instituto Latinoamerican~ del Fierro y el Acero
tovard facilitating such intepration.

I.  Genersl Dete
1, Befure the II World War, in 1938, the ceuntries ef Latin America, that is,
those situated South of the hio Grande on the borderline between the United States
and iexico, in Central America, part ef the Caribbean, and all »f South America,
totalling 20 independent countrierl/ s jointly produced a total vf 220,000 tens of
steel, and in 1962 they were preducing 5,820,000 tons.
The everlution of productian and consumptien is shown in the following

chart,

Countries of letin Amerjcg: idexico, Guatemala, Honduru, El Salveder, Nicaragus,
Costa Kica, Panama, Cuba, Haiti, Sante Domingo, Venezuela, Colombia, Ecuador,
Brazil, Peru, Belivia, Paraguay, Urupuay, srgentina and Chile.
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Chert 1
Population in Crude steel product- apparent Per capita rer capite
Year millions of ion in thousands af consumption production censumptic
inhatitants tons in thousands in kilos in kilos
of tons -
1938 11C 220 1,680 2 15
1952 142 1.870 4.600 12 30
1962 215 5.820 8.330 27 4]
2. i roduction capac
It may be ¢stimate. au follows fnr 1962;:
" C! ! : [}
Pig iren and 8ponce iron , | 5,800,000 tons per year
Steel 7,500,000 " n
Bars anl sectimns 3,800,000 "® n
Kelled products: Flats products 2,800,000 " n w
Tubes 600,000 " w

3. lavestments ’ ‘

Based on Production capacity, direct investments in the iron and stee)
industry may he estimated at approximately 5°billion dollars. '

vo  Law igterjely . ’

Latin .merica is amply self-sufficient in high=grade, lew=cost jiron ore,
lacks coking ceral for steelmaking in the areater part of the arda, therefore exXpcrts
the former and partly imports coal, Other ray materials required by the industry are
ne great preblem, 1In 1962, Lutin imerica produced approximately 39,000,000 tons of
iron ore, of which about 33,000,000 were exported to the rest of the worid,

x’zioved reserves in latin Americe are estimated at about 30 billion tons,
most of which are to he found in Brazi) ana Venezuela., Some estimates of Rrobgble epd
Rogsible remerves excced 50 billion tons,

II. Orgarjzations trumentel ¢ tosratio

5. Latin imerica jg compose? of a ;roup of notions under development, with this
feature, amon; others, peculijar to it, that its current rate eof Population growth is
the hishest of all world aregs, These cruntries are united by a common historical,
racial, religious and lanpuage background, and separated by the independence and
autonomy of twenty states which, frem an economic and political print of view, are 80
many tight compartments, Few rerions in the world are endowed with a uniformity

thooretically so fuvouro.ble, and yot so vasted for lack of practical ‘action in unison,
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directed toward a form of integration indispensable to speed their overall
development .

6. Nonetheless, the ambitious objective of such intesration has always been
present in the minds of latin American lesders. Organizations have been established
promoting comaon sction and wider understanding. The first and primary concerns
were to maintain peace among the countries, to regulate their international relations,
etc., under o number of treaties signed in the course of the years. The pioneer
body in this undertaking was the Organizatisn of American States and ‘their
8ecretariat, Pan American Union, also associating the Unitod States of Amerioca, At
present, the OAS, particularly threugh their specialized Council, is more and more
concerned with eocnomic and social affairs, and with techniocal assistance.

T. The desire for union and the search for common objectives was intensified
after Vorld War II was over and the United Nations was born. The Economic Commission
for Latin imericw (TCLA) wus vslublished in 1945, with its Secretariat in Santiago,
Chile,

BECL4A investigations began to reveal the harsh realities of poor economic
development, the serious problems of all types that have to be faced, such as basic
industrial equipmert, housing, laok of capital, and so forth. Simultaneously, studies
were undertaken to point out ways to implement a procoss oonducive to raising the
living levels of Letin Amerioan populations.

8. The seed bore fruit, and other complemental organizations were established
to promote regional development. In April 1959, the Inﬁrmrican Development Bank

a
(IDB) was founded, soon to play a significant part in promoting and finanoing 3
eoonomic and sooial projeots. In February 1960, the Treaty originating the latin 1
Amerioan Free Trade Auociation (LAFTA) was signed in Montevideo, Uruguayj} its
current members are Argentina, Brazil, Chile, Colombia, FEcuador, ilexico, Paraguay, !
Peru and Uruguay. The foundations were thus laid for the next step, which is to be
the establishment of a Latin imerican Common Market. In August 1961, at a meeting g
held in Punta del Este, Uruguay, the govormnonti of Amorica licnoci the declaration
originating the "Alliance for Progress" entailing a commitment to adopt serious

measures in order to ensure the speedy rise of their people's living levels, the

structural reforms deemed necesssry, and the implementation of national development
pPlans. The step is still to be taken whereby such national development programmes

may be co~ordinated into a common effort toward integration, undoubtedly entailing
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fundomentel politien) rcforms in order that the various stages may appoint o common
hi.h authority to whom certain bosic dceisions for directing such regional developm
may be delegated,

111, (Latin american Iron

9. In 1959, representatives of the Lotin American stcel cnterprises met in
Scnticgo, Chile, and asreed to establish the Instituto Latinoamericano d¢1 Fierro y
ACero (ILAFA), o private cantity c¢nablir; & permancint link to be set up betweon entor
priscs, faeilitatin co=ordination of their activitics, exchange of information,
uniformity of brocducts stonlards, ote, The mutual acqueintance of steelmen by mcans
periodic meetin,:s of ¥hich the first wag then being held, was to make such on under-
toking; comier.s It is now in fuli development, The stotutes of ILAFA were approvcd
there and then, stipulating as main objectives of the Institute, among others, "to
carry out surveys and rescarch on Latin imerieon markets vith o view to obtaining a
co=ordination leading te improved development of the regional iron and steol industry
"to promote exchangce of information, oXpericnec and technigques leadin- to improved
productivity and Pproduction quality”, "to promoto the preparation and maintenance of
statistics on production, end uses, priccs, etc,, of stccl products in the Lotin
American arca", "to Promote steel product standardizotion"”,

The work undertaken by the Institute Scerctariat is directed townrd achiovi;
such objectives accomplishin: the supplementary resolutions of the Boarad and of the
Generel Asscmblios who mect, respectively, once every six months and once Yearly, cach
time in o Aifferent Latin .meriean country,

10. From its inception, ILAFA has maintained close contact with the Inter-
american organizations aforcsaid, perticularly the 0AS, ICLA, IDB, the Pan American
Standards Committce and TAPTA, Such cuuntact has given risc to agrecments to carry out
pro-rammes of common intcrest, basically coineiding in tho scarch for ways to attain o
more c¢ffeetive and speedy integration of the Latin American stecl industry,

Iv, Steel Inte:ration Projocts
11 ECLa-TLAFA-IDD Projoct

In Scptember 1962, WCLA ond ILATA #signod an agreemont to conduct o Joint

study on Latin American stool veonomy, with financial assistance from the Inter-

ameriean Development Bank, Under this Programme, working groups were set up in the
various Latin irerican countrics, who Preparcd monopraphics on the actual ana

prospcetive situation of the steel industry in each of the respective countries, in
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accordance with a common plan. A vorkiﬁg group composed of members of the FCLA and
I1LLFA secrotariats, together with ad hoc advisers, is at prescnt at work on a
regional report collecting the data gathercd in the individual national monographies,
analysing future porspectives, and meking suggestions for atteining a greater
measure of co-operation, which are to be submitted to regional steelmen _for
consideration and, once they have been duly ex;xﬂineti, dilcuued and'approved by
them, lator presented to the Latin American governments.

12, - - ect

In July 1962, a joint progrommc was also started by ILAFA, tho Pon

imorican Standards Committec (PASC), and the Organizetion of Amcrican Statos, for
the purpose of prcparing and approving common standards intended to be adn.pted as
Pan imerican. 4 good pumber of standards have alroady bcon approved by national
standards bodies represcnted on the PiSC, In this way, thc basic steps arc being
taken toward moking Latin imerican stcel products interchangcubly, und adapting them
40 the needs of regional consuming industries. Full details of this programme,
nov entering its third year of oporatiop, are given in a separatc papor submitted
to the present Symposi
v Need for Uniforp Boges

13. Vhen starting e programme for integration of the Latin Anor’ican stoel
industry, it was found indisponsable to set up cortein uniform bascs in 'order to

A B

facilitate the requisite studies concorning terminology, statistics, specifications,
tariffs, legislation and exchange rate systems in each of the countries of the area.
'14. languoxe gnd Nomepcleture |
Despite the fact that, with the exception of Brazil, thc Latin American
countries have Spanish as their common tonguc, different tradilioms have originatod

N T

it T

in each of them, difforent terms for ltoel products, the same name being used in

g

some¢ cases for differont products, or, conversely, differont names for thc samo .
product, One of the first tasks undertaken by ILAFA has been to define ltoel prt\ductt
with indication of their limit dimensions, and to proposc a Latin American tcrm

with equivalents in Spanish, Portuguose and English, To date, threc provisional

oditions have becn issucd of a Common Technical Lexicon, which have been circulated

e

among ILAFA members and organizations from other countries, from vhon comments have

been requested which will be taken into account when prepering the dofinitive cdition 2

G Ag . s R

27 Steel Standards and Regional Btandardization - Latin America - UN Symposium,
Praguo - Papor by i. GSmez and F.hguirre, 1963,
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15. ILiFi conducts o quarterly survcy of production statistics among all
rcrional cnterpriscs, issuing the results for their inclusion in world statistics
of stecl production. The product clessification cmployed by the Stoel Committeoco
of the .E(I:onomic Commission for Furepc of the N, hus been followed,

16, Siggdgrdization apnd Smpufication

In dcalins with o proirammc for integration of production covoring diffe
countrics, the importance of havinz an adcquate system of common standards end of
tendin; toward product simplification, cannot be irnored., As stated abeve, ILLF,,
with the help and assistance of the PuSC and the 0.5, has successfully undertaken
the task so spocificd under its own statutcs,
17. Commgp Toriff
Leonomic intc;ration in Latin imcrice entails the scttin; up of o tariff
common to all the countrics thet compoée it. 4 first step has bocn taken toward
o common structure, and oncc the anticipated Latin American common market a;recmont
(scc 8) is achieved, tariff values ¢xpresscd in an equivalont monetary unit will
likowise have to be cqual to onc another. The cstablishment of common standards
and specifications for stcel products makcs such an undertaking much casiocr to
accomplish, ‘
18, cislat 4 _By-laws Comoari
ILAFA has enpaped in a permanent study whereby a comparison is made of
varioua laws end lc;al Provisions affectins steel production in Latin American
countries. Experience boin of epplication in certain countries serves t_rtherl when
faced by similar situations, If steel enterprises operate under oquhl circumstances
with repard to ta.ution, legislotion, social action and incentives, unbalanced
conditions are prevented which mey scriously jeopardize an integration that must be
based on comparable productive efficiency,
19. Lschange uate Systems ‘
Another condition cssential to furthering interchange of products among
Latin American countries, is that the exchanpe rate system prevalent in each of
them should arisc from the relationship betwcen costs and prices in the various
markets, in order to brevent distortions possibly originating irregular competitive
conditions,
ILAFA studies are dirceted toward ascertaining the relationships required

for operatin; on uniform bases, and examinins such measures as may lead to balanced

.

conditions nccessary for harmonious devolopment.,
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VI. C Le [

20. Nature) Obstecles

| The main consuming centres of Latin America are situated for the most
part on the perimeter of the continent. This is particularly so in South America. ‘
Internal communications are scarce and oxpensive, so that maritime freight prodonin.to-,.%
covering great distances. The low volume of current regional interchange, coupled :
vith the uncertainty of return cargos, raise thc unit cost of transportation to
figures very often higher than those for products transported from outsidc the area,
vhether from Europe, the United States, or Asia. DNeficient port facilities and work-
ing methods contribute to raise carpo costs, while loading and unloading are
responsible for a very high part of the total cost. Thus, the fact that these
countries are actually situated in the same continent or region ;n of no advantago
to regional interchangc, not even in the case of neighbouring countries. Among the
measures that will have to be taken to implement greater intrarcgional trade, the
solution of the foregoing problem will porhaps be the most costly.

2. C r txro-i. c

(a) C.I.F, prices at which products from outside the Latin American ares

are offercd, arc considerably lower than domestic market prices for local production,
and likewise for those that rezional producers are normaelly able to offer when
exporting within the area. These some export prices for products from more highly
developed countries are likewise considerably lower than those¢ curremt in the
domostic markot of those same exporting countries. Competition of such a nature tends v
to inhibit development of local steel production, which thus requires steep customs
barriers to be erected for its own protection. Buch compotition obviously helds
back the expansion of Latin American steelmaking, in addition to placing local
producers in a difficult and uncomfortable position with rogard to tho consumers in
their own domestic markets.

Y

(b) High customs barricrs are not an cffoctive dofonco against dumping,

since exporting countries arec driven to lower their C,I.F, pricos even more, im ordor

to roach the domcstic markots of thc importing countrics on a compotitivo ;evol.

" (¢) The dAisturbing effect of such compotition on the development of the
Latin American stcel industry was ltroised at the latest Congross of lﬂtil; Ameriocan
Steolmaking held in July 1963, in the "Declaration of Caracas", there cpproved as
follows: '

e T o
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"The IV Gencral Assombly of ILAVA assemblod in Cardacas, having
cxamincd the pesition of Latin Amcrican stcelmaking with regoard to the
world situation,and bearing in mind:
"That the rezion as o wholc ‘shows a deficit in stoel production
amountin; to approxim.tcly 4,000,000 tons o year;
"That surplus stcel reaches our morkets at prices much lowor than
thosc current in the countrics of oxririn; and
"Thot it is our colloctive task to promotc the speedier industrial
devolopment of the arca as the only way to cnmure o constant risc in the
living level of its Populetion,
"mms
"1, To dcelare the urgont aced for adcquate barriers to be sot up,
without prejudice to the interests of steel users, in order to cnsure
the sale of local production at all timcs, and for preferonco to be
sronted to similor Latin American production when local supplics
prove insufficiont,
"2, To resolve on the immediate preparation of o report making it
possible to submit specific rocommendations to the Governments of
the countrics in the aroa, with thc lcast possible delay,."
22, erept idprkoet
To grant preferontial treatment for regional products, by reducing dutics
vith respect to those affecting products from outside the arca, mcans that, when
regional cxporters moke usc of this advantape, tho importing sountry must pay a
higher price than would actually have boon the cas¢ in the intornational markct,
Compunsution would take Place when the importing country by virtue of the same treate-
ment, would in turn obtain equivalent advantagzcs through sale of its products in tho
same regional market, Such belanced conditions are not oasily obtained, howover,
8t least in the present stage of Lotin American industrial devolopment. Tho sole
establishment of o preferential markot will not of itsclf inercase regional intere
change, until othcr conditions cssential to balance aro met.
23, The cstablishment of an ovcrall common markot, that is, of oqual protection
toward <third countrics, and entirely frec interchangc botween countrics within the
urea, is likowisc difficult to apply at the present time, A number of supplementary
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moasures of an exceptional nature are requi,red in order to safcguard the urgont needs
for equipment and develapment felt by many of the more bu.cknrd countrics of the area.
Such countries ore¢ upheld by exports of a primary type, usually supported by a a single
product making up over 80% of the total, and for which market outlets must be found
outside the aree, thus makins interchanpge compensation within the arca pragticnlly
impossible. .

24, Export Fipencing - .

Although in meny cases Latin Americen producers may be in o position teo
enter into fair compet.ition vith producers or manufacturers from outside the area,
with regard $o prices, quality and doliwry. af their products, regional purchasers
are driven to decide in favour of foreign suppliers, whose offers include payment
torms much more favourable thap those within the reach of Lutin American bidders.

The Interamericaon Devclrpment Bank. (IDB), having recently acknowledged this dis-
advantageous situation, is meking mcdium term credit available te Latin Aneric-.n
exporters for intraregional operations, in order to restorc competitive balancc vi.'}h
regard. to extra-regional suppliers. ‘A'\Avay réﬁuinqito'be 'i.’t'mnd vlwrobyh{in Americam
producers may make important sales within their own countrics under financing
conditions equivalent to those available to outside ;upplie;s.

25. Ixchange kate Probloms

A scrious nbstacle to the continuity of any intorchungo which it might be
pouible to set up, under permanent multilateral agreoments, between the oo\ultrios in
the area, is the prevglent .inntability nf most »f their currencies, and tho resulting

lack of a more or lesu permanent ratio between such currencios., This means that tby

.

competitive position of produccrs of one country in relation to those in uothor ’

fro‘m the point of viow of intcrnal costs, does not remain constant; neither duel

the competitive position depend on their reshectivo productivity rates. Permﬂ
agroemonts on complementing. tariffs could very well be affucted by unfair competitien,
. aften comparable to "dumping", from c¢nu of the controeting partios. Intcrnsl
fluctuations of the currency, so often speeded by violent inflntiomry processes,
coupled with an u.cute and almost incessant lcarcity of foroipn currency force wany
governments to set up special exchange rates, govorned by f‘oreign trade demnds more
than by a true relationship with domostic costs. In the case of a policy of growing
interchange betwcen the Latin Amcrican countries, the rules governing exchange rades :
will have to be cloarly‘ lpecificd in order to avoid provoking disturbandes that will

discourage or ondanger co-operatxve u.groementu or mutusl exemption from customs duties.

- e g e s g
PR L .
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2. Uneven Dogree of Dovolopgent in the Ares

Yhereas all the Latin American countrics are under=-developed, or, more
gencrously, "undergoing development", it is also o fact that there are considerable
differences in the degree of their development, in some cascs reaching ratios of
over 1 1c 4,

8uch uneven conditions, when found in the various countrics of an area
secking cconomic integration, are a serious setback to the overall cconomic growth of
that arca, in the samec way that a grcatly uneven income distribution among the
population of any country is a sctback to that country's growth., In order to prevent
moutralizing all efforts toward economic intepration, carc must be takon that noither
the conscquences of gn expansion of Latin American domcstic merkets nor the location
of mew industrial facilities contributc to greater imbalance than at prosent, Instead,
She trond must be to achieve a greater depree of balance, thus stimulating inter-
changc.

VII. : ems of C rat

27. The most widesprcad "leit-motiv" in faveur of Latin Amcrican integration is
that, in view of the present structure of the area, composed of twenty countries
impermeable to one anothcr, industrial production should be planned for twonty
separate markets, cach of them, tending toward economie lelf--utficioncy and
conscquently disreparding the advantapes of secale cconomy. iost of our stecl Plants,
for instance, must now produce a wide range of products, in lower quantitics than it
would be cconomic to produce with more advanced techniques, and with oxcessive
costs duc to frequent changes in proccsscs or production schedules. Markots are small
and fitful, due to loecal changes in demand composition. It follows, then, 'lobically
vnough, that if cach of the stcel plants, in addition to their own national market, -
could operatc in the widor regional market, with a total of nearly 200 million
botonfial consumers, more productive desizns and more cfficient production schedules
could be put in practice. Surveys conducted by exports » and particularly FCLA rcporﬁy
prove the above concluaivcly. S

28, Notwithstanding, we nsk oursclves whother the foregoing theory ias entirely

applicable to a mystem of independent countrics desirous of attaining closer economic

57 Sco "ECLAt Memorandum on thc state of the work being carried out by BCLA togetherx
with ILAFA, connccted with regional stcel industry studics",. Prelenteq at the III
Congress of Latin American Steelmaking, Coracas, July 1963, LA Déc, '
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relationships through an elliancc respoctful of their individual sovereignty. Any
qoononic union affocts scvorcignty tc some extont,;whother to curtail or to extend
it, according to how it is judged. | |
The wide and simple rulcs governing a unificd marknt, such as the United

Statos op tho USSR to conaidor two widoly different types of oconomiel, are .
inapplicable tc Latin Amcrica, which muot b 1ooked upon as a group of murkotl
soeking to eliminatc customs barricrs, but maintaining wcll-defined and indopendent
intornal structures. rlanning, thcrofore, cnnnot be conducted by eltimoxing the
most suitable location ond size of cach new industry as though it werc to operoto in
o new country resulting from the eliminntion of cultomo barricrs between its for-or
components, becousc all cther dividing conditionl romain in forcej ouoh a8
different curroncies, taxation systcms unrelntod to cach cther, natural recscurces
not easily transfcrable, very unbalenced incomoo, ond so cn., The number of variables
is inordimately larpge, moking the formulation otqptimizing equntiono exoeedingly
complox, not to say utopian. _ T m s e e Y

29, The geographic cxtonsion whercin the yarioul Latin Amerioan countries, as
politioal and economic units, arc situated, is so lofgc, that physical distanoes
between the countries are enofmouo; and agrrovated by a deficient system of
ocommunications. Any indultrinl co-operation ogrOQmont therofore, has o vory high _
initial oost which is equal to the cost of tranoportntion in both dircotions of the i
producto affectod, and which must bo oqunl to or lower thnn cither the benefit arising i
from tho productivity incroasc inheront to an increnoc in tho produotion scale, or {
the advantoge obtoined from the cmployment of idle capnoity in cxisting plants.

. Consideration of mnrginol costs can also contribute to achicve this balanoe, providod
that there is a merket in cach country capable of aboorbinp a significant proportion
of local production. Otherwise, if all or a grcat part cf overhead is charged to a
small peroentago of produotion, which is that delivercd to the local market,
resulting domestic prices would be inordinately hiph.

30, Goographical distancos between the various Latin Amoricon markets are o
limiting factor for co-operative agrcoments between diluant arecas, but thoir effects
may be oalculated and arc not contrary to logiccl planning baled on traditional

premises, as, for instance, the methed followed in order to decidé on the most
suitable locoxion for a large necw steel plant in the United Stntel of Amorics.
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Obviously, a programme for Latin American steel development must take into
consideration the recognizcd advantaccs of larpe-scalc projects, for which, hovever,
greater markets are required,

31. However, the application of a systcm of scale cconomy for Latin Americs
gives rise to'other considerations. 4 certein industrial process successfully
operating in a fully developed country is not always directly applicable to a
country under development. The ratio betwecn capital cost and social cost of labeur
is different in both cascs, and, in turn, creates o difference in the measurc of
productivity, as scen from the point of vicw of the general cconomy. In a country
under development there moy be altcrnative investments opcn to its scant savings, of
greater economic and social urgency, motivating a differcnt evaluation of invested
capital cost. We will not cnter into the problcms derived from the lack of politieal
stability, as they are incalculoblc.

32. Developpent Proirammes

Of late ycars, the Latin American countries have acknovledged the moed o
plan their national development, culminating in the commitments cntailed by the
Alliance for Progress., In many of the countries, plans are under wvay for the
development of certain arcas, various national agencics having been ostablished im
order to promote and dircct them, The stcp is now being takon toward wider national
programmcs, usually of ten-yeor duration, wherein the development of the steel
industry plays an important rolc,

It may be mafcly said that whercver possible all latin Americen countries
are in somc degrec anxious to owm a stecl plant in order to supply national meods fer
the construction, mctalworking and manufacturing industrics. In slmost all of them,
moreover, the stccl industry is looked upon as a training=-school for management and
planncrs, fundamental for o futurc industrial takoeoff. This makes it diffioult ¢e
think of o Latin American stcel programme speoifying that certain oountries be set
oside only os consumers, vhereas, in accordance with their own plans, they require
to ercet stecl planta, or cvon small rolling units at first,

If we cxamine the prograommcs of nll the countrics and add together their
Projected steel production, we may well find that the total uxceods the general
demand anticipatcd for the Latin am¢rican group in the noxt fow Yyocars, or that
projvcted production of ccrtain items may be excussive, whilc others may bo deficiems,
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U‘p to now, a systematic oomparison of thc various na.tiohal development plahs has
not been possiblc, nor is there in Latin America an authority ablc to demand thoir
oo—qrdinnﬂon. ILAFA has undortaken to cxamine such prosrammes, as far as the
steel industry is conccrned, to rcport on them, and to promotc frequent meetings
of all intorestod parties, both in busincss enterprises and rovormment » in order
that their decisions may bc based on the greatcst amount of information available,
thus making mutual agrecments casior to attain,

33. None of thesc countrics can be dcnied the right to croct a steel ploant eas
they may deem most advisable at the present stage of their dcvelopment, However,
producers anl governmcnts alikc can bo made to rcalise that their plans should have
o common objoctive. Thoy should seck in cach case the most suiteble solution, after
taking into account local markets and possibilities of cxport within the area, as
well as what may be regularly imported from within the same arca, so that, through
sdequate co-ordination, they.-ny avoid making costly er supcrfluous invcstments.,
They must be in a position to forcsce when oxpuﬁtom should bc carricd out and
vhat items are to be covercd, in accordance with pro rammcs existing in the rest
of'ﬂn oontinent and with rcpard to products which may have acccss to sheir
respective countries, ' |
vIII. Yax $o Intecxaticn

34. A clear view of thc possiblc prowth of multiplc national markots, once
mutual access to thom is cstablished, will allow coonomic advantaco to Be taken of i
plants do;tg‘cd for lorger production than prescnt domcstio market coaditions
justify, and permit to be tomporarily disposed of in othor countrios in thc area.

Ve say temporarily advisedly, as within a few yoars the rospoctive domestic market
will have growm omough to absorb thc entirc produetion. This, however, will seem
sgeia becomo insufficient, until on importont expamsion takes placc or a new plaat

is undertaen te satisfy thc demand. And so on, indefibitely. As larzor projoets
are plammed, inception periods will be lon;er from approval of the preliminary outline
%o products for delivery to thc markot after all financial ncods have been met and

oreetion io oowloﬁ. This poriod lasts suveral ycars, in somoc cases five or mero. |

Meamwhile, lecal oonsumption oomtinues 40 inorease graduslly, %o o greater oxtond in
these sountrios just starting an industrialisation and impert substitution proocss.
Such an inorease in consumption is morc continuous than the looal supply of stoel
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products, and therefore, this possiblec market oxpansion may act as a regulating tank
providing an outlcet for stcel production at times of local surplus, and taking it in
vhon supply is deficient,

Whereas consumption progresscs continunusly as a rosult of éhe multiploe
demand factors, supply, locally considered, Jumps ahend in fits and starts of & size
proportionatc to the bencfits achievable from largc scale steel prodﬁotion facilitios,
Thus the proccss of temporary interchange of stecl production betwcen countries in
Latin imerica ias Justificd, and its sign may changc at certain times, in acoordance
with thc same Prineciple, |

35, It must not be fclt, however, from many of the foregoing conclusions, that
integration of the Latin amcrican steel industry prescats unsurmountable obstnrcles,
On the contrary, our intent hoa bcen to emphasize certain pointfvluch have not always
received sufficiont consideration from builders of theorctical plans, based on sound
principles, though applicable only within a ain;lc political and economie organisation,
Thcse problems have been outlincd with thc purposc of uvoiding me asures that may mean
& backward step on the road to a8 closcr industrial colluboration among countrics
under development, and cause discoura;ement or restrainta only serving to strongthen
outarkic feclings in the countrics affected,

The step from the presont stasc of Latin Amcrican steolmaking to repiomsl
plannin;, bringing about an inercasc in scalo of pPlant operations, must be tﬁn
gradually, following the improvemont of tronsportation, whioh will require large
investments, and allowin: for ndaptation of individual political and economic
structurcs to a closcr hzterrclationuhip.

Stup by step, progresas has bcon mado,  In the first placc, through the
action of ILiFa, the mutual acquaintance of stcclmen from cach of the countries wag
fostorc', and an atmospher. of trust and friendlincss was orcated, suitablc for
discusain; common broblcms, on’ for findin; adogunte solutions,

ILAFA has organised! o aystem for supplying information and cxchanging
experionce in order to give producers a clcar iden of projoeta curremtly boing planned
or exceutad, their anticipoted starting datem and the various stages of their
future cxpansion, 1In adddtion, IL.FA has undertaken a permeament oxamination of
present and future fluctuations in the market for stoel producta in each country,
internal variutions in stecl prices, and conditions governing steél product interehange,
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By means of the systomatic use of such information, it will be possible at
any time to asmsess the effect to he produced by new investments projected and
ascertain wvhether they vill truly tend to meet aectual and timely demands, or
whether they will only add products to an already saturated market, The lack of
capitel for Latin American economic development is so grect, and internal savings
up to now so small, that invcstments cannot be duplicated, nor made in order to
build plants unsujited to the requirements of re-ional development,

For the same recson, the prescnt iron and stcel industry must bc enabled
to work at full capacity, cven bearin: in minl that in many cases only out-dated or
inefficiont equipment is in usc, in order that new incomec so obtained may be re-
invested in plant expansion and modernisation, To achicve the foregoing, many co-
operative agreements will be required, even to intepration of capital wherever
possible and advisable, Acrecements of this naturc can be madc for periods in
ascordance with the respoctive markct situations and recsonablc projections.

36, The above considcrations lecal us to recalize that within o not too distont
futureo it will be necessary to face the necd for establishing a "common authority®,
freely appoimtcd by the stcel producors, which will co-ordinate, examine and roport
to them on the advantoapes und disadvanta;ses of their plans for invoatment and
production. For this purposc, obviously, up=to=date information will have to be
made available $o0 it, concernin; stcel markct bchaviour and all developmont plans
under wvay in the area,

37. latin americon steclmokers viow with the ;recatcst intorcst the prosont
opportunity of meoting the oxperts assombled by the UN i1 Prague, anl of examining
in their oompamy ncw stecl production processes as ~pplicablce $o countries under
development, It will thus be possible to know or to rcvicv medium=scole solutions
which may later be applicd in order to attoin mere ratiomal utilisation of raw
materials and power sourccs,

More highlye-industriclised coumntries may offoctively eontribute to the
stoolmaking intogration sought by Latin Ameriecn, $hroush their experts, if in
addition to comtinuin, to dovelop prejcots in their own countrics of inereasingly
amasing officiency and sise, they cowepcrate with researchcers in less duveloped
areas im order to seek ingenious thou;h loss ambitious solutions suitablc $o wmesting
the noed for industrialiszation folt in poorer countrics. Then, in o not very distant
future, the product of thoir sciontific rcsearch and of $heir technienl ingenuity,
will roach and boncfit the peoplos most yreatly in need of it,
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