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thus  be  two-edged:  a push  from within,  a pull  from 
without .  Brazil would  not  be  the  las t  to profi t  from 

this. 

Lack of f a n t a s y - - e v e n  in expor t  p r o m o t i o n - - i s  not  a 

typ ica l ly  Brazi l ian  charac ter is t ic ;  however ,  it is not  

suff icient  jus t  to h a v e  p l en ty  of i d e a s - - p a s t  even t s  

h a v e  p r o v e d  this. Brazil canno t  be  t aken  as an  ex- 

ample,  in e v e r y  respect ,  for o ther  deve lop ing  coun- 

tries. On the  o ther  hand,  it is the  overa l l  concept  

which will be dec is ive  for whe the r  Brazil 's expor t  
dr ive  will be successful ;  also the in ten t ion  to stop 
cur ing symptoms  and  get  to the  root  of the  mat te r :  
i.e. to e l imina te  most  of the  real  obs tac les  by  de- 
c is ive  and  logical  action,  to c rea te  r easonab le  con- 
di t ions  and  thus p romote  expor ts  e f f ec t i ve ly - - a t  
leas t  more  ef fec t ively  than  is done by  so m a n y  
art i f icial  incent ives .  Brazil 's  most  recen t  efforts--- 
in spi te  of the  m a n y  problems  which remain  unso lved  
- - d o  seem to be  se t t ing  an  example.  

N A T I O N A L I S T  E M A N C I P A T I O N  

The "Great Transformation" in the Argentine 
By Federico Korell, Buenos Aires 

o n 28th June,  1966, a new revo lu t ion  in the  
Argen t ine  did a w a y  wi th  Pres ident  I l l ia 's  Govern-  

men t  and  rep laced  him by a new Pres iden t  of the  
Republic,  L ieu tenan t -Genera l  J u a n  Car los  Ongania .  
This was  not  one  of the  t rad i t iona l  South Amer i can  
mi l i t a ry  coups, nor  was  it an  ideologica l ly-based  
upheava l .  Its genera l  background and  the  consensus  
of the  A r g e n t i n e  popula t ion  were  de t e rmined  by  the  
w~dely accep ted  knowledge  tha t  it had  become im- 
poss ib le  to deal  wi th  a mul t i tude  of weaknesse s  of 
the  p rev ious  regime, espec ia l ly  in the  field of eco- 
nomics,  th rough  us ing  t he  t rad i t iona l  ins t rument s  of 
poli t ical  p a r t y  rule. However ,  the  coun t ry  had  to wai t  
for about  six months  before  the  new G o v e r n m e n t  took 
the  first s teps to fulfil its promises  g iven  in its 
r evo lu t iona ry  proclamat ions ,  to "modern ise"  the  
na t iona l  sys tem th rough  us ing  basic  measures .  

Amomj  the  foremost  aims of the  new Argen t in i an  
G o v e r n m e n t  are  the  f ight  aga ins t  inf la t ion  and  the  
in t roduc t ion  of ind i spensab le  changes  in the  economic  
s t ructure .  It also in tends  to adopt  an income pol icy  
of social  just ice,  t end ing  towards  f l a t t en ing  out  the  
eno rmous  'differences b e t w e e n  indiv idual  incomes.  

In addit ion,  the  G o v e r n m e n t  wan t s  to p romote  Argen-  
t in ian  expor ts  by  a su i tab le  foreign exchange  policy, 
mean ing  to abandon,  at  any  rate,  the  p rev ious  hab i t  
of ove rva lu ing  the  Peso. The author i t ies  in tend  to 
avoid  inf la ted  shor t - t e rm foreign indebtedness ,  and by  
gua ran t ee ing  .to foreign inves to r s  equal  r ights  wi th  
local  capital is ts ,  the  G o v e r n m e n t  hopes  to set up 
eff icient  incen t ives  for increased  capi ta l  imports.  

Taxation end Foreign Trade Policies 

In J anua ry ,  1967, the  new Minis te r  of Economic Affairs  
had  t aken  the  first  p rac t ica l  s tep on  behal f  of his 
g o v e r n m e n t  depar tment ,  b y  comple t ing  the  draf t  
budge t  for the  cur ren t  year ,  which had  been  d rawn  
up, in out l ine  form, by  his  predecessor .  It con ta ined  
es t imates  on expend i tu re  of Pesos 559.5 billion, and 
income of P. 429.9 bill ion, l eav ing  a defici t  of P. 129.6 

billion. A l r eady  dur ing  its first months  in office, the  
Ongan i a  G o v e r n m e n t  had  s ta r ted  a budge t  re forming 
drive,  by  abo l i sh ing  so-cal led "poli t ical  pr ic ing" for 
publ ic  ut i l i ty  services .  For  example,  e lec t r ic i ty  pr ices  
were  ra ised  on Augus t  1, 1966, by  b e t w e e n  31 and 
32 ~ and  a second increase  by  b e t w e e n  8.6 and  
8.8 % took p lace  ea r ly  in 1967. The ra i lways  marked  
up the i r  main- l ine  fares on December  24, 1966, and 
local  pa s senge r  tickets on J a n u a r y  1, 1967. Freight  
charges fol lowed suit  on J a n u a r y  15. Postal  charges 
for in land  mail  h a v e  been  doubled  on 15th March, 
1967, whi ls t  mai l ing  fees to foreign count r ies  still 
expec t  the i r  upward  revision.  

The new Taxa t ion  Law for 1967 was p romulga ted  on 
March 6, 1967. It increased  the  basic  tax-f ree  al- 
lowance  on ea rned  income, because  pr ice  inf la t ion 
had  pushed  up m a n y  manua l  workers  and employees  
into h igher  t axa t ion  grades,  and had  bu rdened  them 
with  socia l ly  un jus t  tax  payments .  On the  o ther  hand,  
ex is t ing  t axa t ion  ra tes  were  increased,  and  new types  
of taxes  h a v e  been  int roduced.  Stamp duty  will be  
doubled,  excise  dut ies  on consumpt ion  and  the  turn-  
ove r  tax  are  to be  inc reased  as well, and e v e n  electr ic  

household  appl iances ,  inc lud ing  v a c u u m  cleaners ,  

wash ing  machines,  etc., are  to be t rea ted  as luxur ies  

which car ry  a tax b u r d e n  of 15 % , ins tead  of 10 ~ 

the  p rev ious  rate.  

It is a p r inc ip le  es tab l i shed  by  the  new G o v e r n m e n t  
to tax those  who  h a v e  been  ab le  to hedge---a t  leas t  

p a r t i a l l y - - a g a i n s t  the  inf la t ionary  inroads  on prop-  

e r ty  and  savings,  which h a v e  been  caused by  the  

genera l  economic  decay:  a non- recur r ing  1 %  emer-  

gency  capi tal  l evy  has  been  imposed upon the  t axab le  

va lue  of all real  estate,  and  2 % will be  lev ied  on 

credi t  ba lances  c rea ted  by  advances  and loans g ran ted  

by  banks  and  o ther  inst i tut ion'al  lenders.  

One  day  af ter  the  new taxa t ion  law coming into 

force, the  in te rna t iona l  cu r rency  exchange  was closed 
"unt i l  fu r ther  not ice" ,  and only  on Monday,  March 13, 
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this market  reopened under complete ly  changed oper- 
ating conditions. 

The new rules regulat ing international  payments  pro- 
vide for the complete l iberat ion of trade in foreign 
currencies, which means that buying and sell ing 
foreign currencies,  and making remit tances to foreign 
recipients and from abroad, are no longer  controlled. 
Only currency earnings from Arge~t inian exports  
have  still to be exchanged against  Pesos inside the 
country, as had been the case before. 

In order to car ry  out its programme of economic re- 
forms without  a t ime lag be tween  its various parts, 
and on the widest  possible front, the Government  
has associated the  revis ion of currency controls with 
a complete reconstruct ion of foreign trade levies.  
The duties on importation, which had consisted of 
near ly  200 different rates, ranging be tween  almost  
nil and 605 %, the ari thmetical  mean being I19 ~ 
has been simplified, and the duty rates reduced to 
17 stages ranging be tween  nil and 140 ~ On average,  
though the highest  import duty  now, at 140 ~ is 
lower than one quarter  of the previous maximum, the 
duty rates have  been halved.  The ari thmetical  mean 
of all the rates is now 62 ~ 

At the same time, the new Government  has also 
introduced export  duties, graduated from 16 to 20 
and 25 % . The highest  rate will  be levied  on the 
tradit ional  exports  of Argent inian farms and catt le  
ranches--meat ,  grain, and wool. This means that ex- 
porters will  rece ive  for each dollar earned by ex- 
ports, not the standard rate, fixed at Pesos 350 : $, but 
only P. 262.50 for the US 9, which is current ly 
sufficient to keep Argent ina ' s  exports  going. On the 
other hand, export  duties p reven t  a considerable up- 
surge of exports, which had been expected to fol low 
on the Peso's devaluat ion.  Export duties are to be 
reduced gradual ly  in line with the rise in production 
costs, so as to avoid thrott l ing the export  business. 

This charge upon the country 's  exports  is to serve  a 
var ie ty  of purposes. The Government  wants to p reven t  
a sell-out of cheap farm produce, which would dr ive 
up the local cost of l iving and cause social and 
political unrest. It is also intended to hinder a re- 
distribution of national income in favour  of farmers 
and catt le  growers, which would affect adverse ly  the 
industrial population.  And, last but not  least, the per- 
petual ly  empty  coffers of the Government  are to be 
replenished by the new taxes. Export del iver ies  
es t imated at a total va lue  of US ~ II/s billion p.a. will  
yield, from an average  export  duty of 20 ~ additional 
Government  revenues  of $ 300 mi l l ion- -or  about 
P. 100 b i l l ion- -cover ing  about 77 % of the budget  
deficit. 

The Fight Against Inflation 

Without  overcoming inflation, which has ravaged the 
Argent inian economy for the last twenty  years, the 
new economic pol icy will not be able to succeed. The 
main cause of local inflation is the Government ' s  
budget  deficit, which has been growing from one year  

to the next. This in turn has been caused in the main 
by a badly  organised public administration, which 
is completely  strangled by red tape, employing far too 
many civil  servants,  and by the State monopolies  run 
by this bureaucracy,  almost invar iable  with big losses, 
including the railways,  crude oil, electricity,  coal, 
natural  gas, the heavy  industry, telecommunications,  
etc. To reform these branches of the national economy 
and to place them on a new and heal thy  basis is the 
most important  and also the most difficult task of the 
revolu t ionary  Government .  In order to achieve its aims 
in this field, the Government  has to reeducate  the 
public towards a new menta l i ty  and new patterns of 
behaviour.  

At present,  the rai lways cost the State an annual 
subsidy of be tween P. 70 to 80 billion, which alone 
represents  about 60 % of the annual budget  deficit. 
Overa l l  ra i lway income is not  even  sufficient for 
paying the labour force employed by the Rai lway 
Board. 

Though ~political" pricing of ra i lway fares and freight 
charges have  been wiped out, the enormous operat ing 
losses of the rai lways can be radical ly  reduced only 
by ruthlessly cutting the number  of persons on the 
payrol l  of the Sta te-owned enterprises.  At present,  
the ra i lways are employing about 170,000 persons, and 
even  the Government  admits thaL about half of them 
a r e - i n  the true sense of the word-- redundant .  The 
same seems to be true of "SEGBA" (Servicios El~ctri- 
cos del  Gran Buenos Aires, a s tate-owned power-  
station and power  distribution concern), whose labour 
force of 26,000 is double as strong as actual ly  needed. 
SOMISA (Sociedad Mixta Siderurgica Argentina) is 
operat ing similarly uneconomical ly ,  in its San Nicohis 
blast furnace plant and steel  mill. In order to shield 
SOMISA against  competit ion, import duties on all the 
products made by this State concern have  been kept  
exceedingly  high, which imposes heavy  sacrifices on 
the entire metal-processing industry of the country. 

To get  rid of redundant  civil  servants  and of the 
superfluous staff of State enterprise  has been planned 
in two successive stages: redundant  individuals  are 
to be  "redeployed" into pr iva te  employment ,  whilst  
those remaining in State serv ice  are to cont inue 
being paid the old and low wages  and salaries. Only  
during the second s tage of the reforms, after 
successful rat ionalisat ion has led to higher  output, 
is it intended to improve payment  by the State 
concerns. The Minister  of Economic Affairs has 
dubbed this method, "the economic use of avai lable  
funds ". Pr ivate  enterprise,  too, is to pract ise this 
method. By strongly encouraging competi t ion,  those 
businesses which do not use their  funds to the best 
effect are to be persuaded to engage in new 
product ive  activit ies.  

These new measures  will  lead the Argent ine  far 
forward on the road towards an "open" econ- 
omy. They aim at stabilising the nat ional  currency,  
at making local industry in ternat ional ly  competi t ive,  
and at the highest  possible rate of expansion of 
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Argent ina 's  foreign trade, so that the country will 
be able to draw leve l  with economic progress as 
achieved by the leading industrialised countries. 

The Political Problem 

Though there  is hardly any justif ication for a massive  
rise of local prices, in v iew of the new export  duty 
and the reduction of import duties, eve rybody  in 
the Argent ine  seems to expect  a new inflat ionary 
wave, for price increases are judged to be inevitable.  
The Government  hopes to keep them within reason- 
able bounds, so that the wages freeze can be held. 
If the Government  be forced to grant new wage  
increases,  this would endanger  the entire economic 
programme that has just  got under  way. 

The "Great  Transformation" of the Argent ine,  which 
is the aim of the Government ' s  reforming zeal, has 
as its background the fundamental  polit ical problem 
of the country,  with its three roots: 

the tradit ional  middle-class parties of old-style 
l iberalism have  become ossified in their  structure, 
their polit ical principles, and their methods;  they  
have out l ived their  usefulness; 

the broad lower stratum of Society, which gravi- 
tated from the northern rural areas to the cities, 
being attracted by industrialisation, has been eman- 
cipated and its polit ical weight  has grown; 

[3 the "old" economic system of the Argent ine 's  
historical  tradition, which was based on a complete ly  
free economy, open to all the influences of the wide 
world, when farming and catt le  raising dominated 
the local scene, export ing unlimited quantit ies of 
farm produce and importing an equal ly  unl imited 
volume of industrial  products,  all of them being 
handled, as were  even  public utilities, by  big foreign 
concerr~s, now appears to be dead and gone. 

The economic and polit ical future of the Argentine,  
in line with continued nationalist  emancipat ion efforts, 
will  ve ry  probably exclude a revival  of a complete ly  
free economy without  planned direction, it will  see  
a severe ly  l imited influence of foreign enterprise,  
and pr ivate  enterprise will  not  be permitted to be 
the dominant  factor, because all these factors would 
appear to the Argent ine  citizen as symbolic of foreign 
rule. 

However ,  the Ongania  Government  does not proclaim 
an ideological  struggle against "international monop- 

o l ies ' ,  but the change in the local economy which 

this Government  has init iated affords progress ive  

Argent in ian  entrepreneurs  and the skilled and docile 

masses of the Argent in ian  working classes a big 
d~ance to assist at a well-balanced reorganisat ion of 
the country 's  economy and at a gradual, but deter- 

mined, political consolidation. 

M A R I T I M E  P R O B L E M S  

Shipping Policies of Young Nations 
By Dr Bruno Arnold, Bonn 

R aw materials  are  distributed in different densi ty 
from one country  to another,  and similiar differ- 

ences exist  in the  spread of other  product ion re- 
sources. It is a truism that the cl imate is different in 
different longitudes and latitudes, and that men differ 
in their  inborn gifts and faculties. All these  differ- 
ences are basic requirements  for the development  of 
internat ional  trade. However ,  the worldwide exchange 
of goods and services  can take place  only with the 
aid of an immense and highly elaborate  ocean ship- 
ping network.  

About  seven  tenths of the world 's  surface are covered  
by the sea. This huge share of the oceans and the 
wide spreading of the islands and the continents  
make  abundant ly  clear  the decis ive  importance of 
seaborne traffic. 

Of all the  goods and commodit ies  moved  by world 
trade, 7 0 %  travel  by sea. Wi thout  ocean shipping, 

an expansion and intensification of world trade would 
simply not be possible; lacking the merchant fleets of 
the world 's  shipowners,  mankind could not trade 

worldwide.  Viewing our problem from this side, we 
might  be surprised that the problems of internat ional  
shipping, compared with the monetary  side of world 
trade, the problems of balance of payments  equilibri- 
um, or those of tariff burdens hampering worldwide 
trade relations (GATT, and the Kennedy Round), 
have  rare ly  figured on the agenda of internat ional  
negot iat ions and conferences.  This might lead us to 
the conclusion that the shipping system has been 
operat ing smoothly, and without  a hitch. However ,  
bit ter complaints of newcomers  to the mari t ime scene 
and of young nations against the prevai l ing system 
tell  a different tale. 

Differing Interest= 

What  has happened in world shipping during the last 
twenty years  or so has been determined by four sets 
of complex problems, listed as: 

[ ]  Flag discriminations, 
[ ]  the Shipping Conferences,  
[ ]  Sta te-owned shipping in authori tar ian states and 
[ ]  the Wor ld  Trade Conferences.  
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