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FOREWORD

This is one-of a series of reports on Economic
Controls and Commercial Policies in the Latin American
Republics,

Other work ind preparation by the Commission
relating to trade problems of the American Republics
includes a series of reports under each of the following
headings: Mining and Manufacturing Industries; Agri-
cultural, Pastoral, and Forest Industries; and Recent
Developments in Forelign Trade.

In the preparatlon of this report the Commission

had the services of David Lynch, Allyn C. Loosley, and
other members of its staff.
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ECONOMIC CONTROLS AND COMMFRCIAT, POLICY IN ARGERTINA

Introduction

Argentina~—sa summary descriptionm.

The Argentine Rapublie, Y. the second largest country of Latin
America, occuples virtually al) of the southern section of South
America esast of the dividing line along the Andes. Exterding 2,300
miles from north to south, it has a maximum width of about 900 miles
and a coast line of more than 1,600 miles. The total area, 1,080,000
square miles, is spproximately equivalent to that portion of the United
States lying east of the Missiseippi River, plus Texas. Argentina is
bordered on the north by Bolivia and Paraguay, on the east by Uruguay,
Brazil, and the Atlantic Ocean, and on the wept Ly Chile.

Except for the mountaincus western area, Argentina is in large
part a country of lowlands, which vary considerably in their physical
characteristics. The country may be divided into four principal
regions.

The central Pampa is the best known and, economically, the most
important area of Argentina. This treeless plain, with its deep,rich
s8oil, embraces the best, agricultural land in South imerica. Here are
grown moat of the cereals, flaxseed, anl livestock of Argentina; here,
too, is concentrated three-fourths of the mamufacturing of the country.

© The subtropical plain of the north is chiefly a low-lylng country,
mich of it swampy and very warm, end part of it heavily weoded. It
embraces the territories of the Chaco, Formosa, and Misiones, as well
ap the Provinces of Salta, Tucumdn, Santiago del Estero, Corrientes, - -
and part of Santa F6. The principal products of the region are sugar,
cotton, rice, oil-bearing seeds, yerba maté, snd quebracko. Thia
pection has the advantage of diversified production and popsesses abun-
dant natural rescurces. ‘

The Andesn regiom covers the extensive area of western Argentina,
The prinecipal economic metivity of this area is agriculture, most of
which ie carried on with the aid of irrigation in the valleys and foot-
hills east of the Andes. The large wipe-producing area is centered in
the Province of Memdoza. .

Patagonia includes all the area from the Rfo Negro to the southern
extremity of the continent. Rising from a narrow coastal plain, it
extends weastward in a series of plateaus. In most places the altitude
Tanges from 300 to 1,600 feet, although at points it is as much es
5,000 feet. - At the extreme tip of the continent is the barren and
bleak Tierrs del Fuego. The reglon is largely semiarid, and the prin-
eipal industry 1s sheep grazing.

1/ In Spanish, Repibliea Argentina. On September 23, 1943, the
various departments of the Territory of Los Andes were divided among
the Provinces of Jujuy, Salta, and Catamarca. For convenience, however,
the former Terrltory of Los Andes ia shown on the political map in this
report, and reference 1ls made to 1t, where psrtinent, in the text.
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Because of 1its great length and its different altitudes, Argentina
has a varied climate. With the exception of an area of some 31,000
square miles in the Torrid Zone, Argentina lies within the Scuth Tew-
perate Zone, with Jamiary the warmest month and Juns and July the cool-
est. The Chaco region of the porth has a mean anmual temperature of
739 ¥.;(23° C.); 1in the arld reglon of the northwest the temperature
sometimes reaches 118° F. (48° C.); and one of the coldest points in
the country, west of Santa Cruz, has a mean temperature of 32° ¥,

{0° C.). 'Te Pampe enjoys a temperate climate, with the mean tempera-
ture ranging frow 74° P. (23° C€.) in Jamary to 49° F. (10° €.} in June
apnd July. Because of the mildness of the winters, ocutdoor grazing and
field work are possible throughout the year; the growing season ranges
from 300 days in the north to 140 days in the gonth. The anmial aver-
.age rainfall 1s 63 inches in the northern Chaco reglon and 16 inches in
the southern Patagonian region; in the Pampa, where in general the
rainfall is adequate for cultivation and is evenly distributed through-
cut the year, it is 38 inches. The west central region has an anmual -
average reinfall of 3 to 11 imches. .

According to the first census, that of 1869, the population of
Argentina was 1,830,000. By the end of the century it was 4,607,000,
and the census of 1914 showed a total of 7,885,000, In 1543 the popu~
lation was estimated to be 13,907,000, an increase of more than 75 per—
cent in the period 19L4~42. The density of population in 1942 was 13
persons t0 the square mile, but throughout vast areas in Patagonia the
population does not sxceed 2 persons to the square mile.

About four-fifthes of the Argentine population ie urban; more than.
g fourth of the people live in greater Buence Alires alone. Two-thirds
of the population is concentrated in the Provinces of Buenop Alres,
Sante Fé, and Cérdoba, and in the Pederzl Dietrict, yet these political
subdivisions constitute only slightly more than cne~-fif'th of the total
area. The Argentine populatlon is probably the most homogensous of
Bouth Amerieca; about 77 percent are native-born persons of European
* extraction; 20 percent, Buropeans by birth; and 3 percent, native
Argentineans with Indian or non-Caucasian blood.

Mw-y

Agriculture.-—Despite the rapid expansion of agriculture, only
about 11 percent of the Argentine area is cultivated; Al perceat is
in pasture, 32 percent is forested, and 16 percent is classified as
unproductive land or as mountains, lakes, and rivers., With the exten-
sion of irrigation, drainage, and trensportation facilities, approx-
mately three-fifths of the total Argentine ares could be adaptsd to
agriculture and grazing, and about one-fifth 18 especially suited
to the growing of ecereal crops and olleseds.

Because of ite topography and climate, Argent.:l.i:a has o diversified
sgricultural economy; it is less dependent on the export of a single
commodity or a very few commodities than most other Latin American
countries. Moreover, since the country lies principally in the Tem-
perate Zons, its renge of agricultural production id different from
that of most other Latin American republics. Of all the Latin Americen

1/ This brief description of the Argentine economy relates primeci-
pally to the perlod before the outbreak of the war. .
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eountries, Argentina hee an agricultural economy most closely resembling
that of the United States. The most important crops are wheat, flax-
seed, corn, oats, barley, and rye.

Wheat 18 the lesding crop., Ordinarily Argentina accounts for
about four-fifths of all wheat produced in Latin America and is the only
gountry of Latin America im which the major part of the wheat crop ls
nsuslly exported. The wheat-producing reglon stretches from the
Province of Cérdoba to the western and scuthern parts of the Province
of Puenos Aires; and into the Territory of Ia Pampa; wheat~growing
a%no is a part of the system of mixed farming in the Province of Santa
Fé. ‘

Argentina ranks first among the flaxseed-producing countries of
the world, customarily accounting for about one~half of the world
total; production occurs chiefly in the Parand River Basin and Cérdcba,
Under ordinary conditions epproximately 90 percent is exported, and the
country usually accounts for four-fifthp of the world trade in flaxseed.
Argentins is the leading corn-growing country of Latin America, with an
anmual production of 200 to 400 miilion bushels., For many years 1t
hap also been the world's principal exporter of corn as such; in the
period 1933-37 1t supplied about three-fourths of the total quantity
entering intermational trade. The production and exportation of barlsy

and cats are algo importent; Argentina usually ranks as one of the
world*s leeding exporters of theee crops.

Several other crops are important in the Argentine ecomomy. In
the Province of Tucumén, sugar, usually gufficient to meet the coun-
try's needs, is cultivated and milled, and in Mendoza the vineyards
supply grapes for the major portion of the wine consumed in Argentinpa.
In recent years substaniisl progress has been made in the production
of fruit, especially grapes, pears, snd apples. Other important
Argentipe agricultural crops are cotton, alfalfa, and tobacco.

Pastoral industries.--Because bf its many advantages in climate
and in paturel pasturage, Argentina early beceme the principal scurce
of Latin American exports of meat. Until the third quarter of the
nineteenth century, the llvestock industry consisted of herds of wild
catlle, hunted for tallow and hides, and at that time the economy was
predominantly pastoral. In the period 1872-80, nearly 95 percent of
Argentine exports were products of pastoral industries, but by 1890,
becaupe of the growth in the exports of ceresls, pastoral products
accounted for only 60 percent, In 1938, only 46 percent of Argentine
exports conslsted of products of pastoral industries. Although the
ratio of pastoral products to total exports declined, there was, naver-
theless, a large increase in the sggregate value of such exports. i/

The development of refrigeration after 1870 hed e marked effect
on the expansion of the Argentine livestock industry. fThe first
refrigerated shipments were made mbout 1880; in 1900 artificlal
refrigeration was applied to large shipments of beef. When the mar-
kets of Europs were opened to Argentine beef, British and United States
capital flowed into Argentina for investzment in the meat-packing indus—
try and led to the establiehment of large packing houses (frigorffices),
By 1928, npearly 3 million cattle and calves were being processed
anmAlly.

8ince the beginning of the war the proportion of
£o¥ by pastoral products has inoresseds & vo. o ron Of exporta aceounted



Cattle ere raised in most parts of Argentina, but chiefly in the
Provinces of Buenocs Aires, Santa Fé, Entre Rfos, Corrientes, and
Cérdoba, and in a small part of the Territory of La Pampa. In these
arees the land is level and fertile, the climate ia mild, and rainfall
is plentiful. To a great extent the success of Argentina as & cattle
producing country has resulted from improved pastures, especially from
the planting of alfalfa, which ylelds from three to four crops a year
without irrigation., In 1937 there were more than 33 miliion cattle
in the country, compared with an estimated 13 miliion in 1875, and
Argentina supplied sbout one-half of the world exports of dressed beef
and more than ome-half of the exports of canned beef,

Ae & sheep-grazing country, Argentina is surpassed only by
Australia, the Soviet Union, and the United States. The mumber of
sheep increassed duripg the coloniel period and during most of the
ninetsenth century, reaching & record high of 74 million in 1895.
Since that time theve has been a gradusl decrease, reflecting in part
a shift from pastoral to agricultural activity and in part a shift
from sheep raising to beef-cattile raising. In 1942 there were re-
ported to be about 51 miliion sheep in the country. Sheep ralsing
is now largely concentrated in Patagonla and in the southern helf of
the Pampa. In 1937, Argentina supplied about cme-sixth of all the
m tton and nea.rl; one-tenth of all the wool entering internziional
trade.

In the production of goata, Argentipa ranks second in Latin
Americe, being surpassed only by Brasil. In 1930 the mumber of
goats was 5,657,000, but the census of 1937 indicates a reduction to
4.9 miliion, and in 1942 there were reported to be 2.9 million. Hog
ralsing is becoming fairly important, but production is chiefly for
the domestic market.

Manufacturing.--Argentina is one of the leading manufacturing
countries of Latin America. At the end of the nineteeth century,
agriculturel and pastoral pursuits accounted for most of the country's
output. But, in the years preceding World War I, a conslidersble
industrial development took place, especielly in the processing of
foodstuffs and in the fabriceticn of nonmdurable consumer products.
During that war, inability to obtain supplies of many commodities form-
erly imporied resulted in the estsblishment of numerocus industries,
some of which continued to be important after the Armistice.

Industrial expapsion and diversification in Argentina, however,
have been most rapid since 1931. During the depression, mamufactur—
ing, stimulated by the contraction of export markets for agricultursl
and pagtoral products and eided by increased import duties, the depre-
ciation of the peso, and exchange and quota controls, expanded greatly
in volume and in the variety of commodities produced. Argentina pro-
duces & wide variety of manufactured producte, principally consumers
goods for domestic consumption, including textiles, f{lour, sugar,
vegeteble olls, preserved and canned goods, tobacco and cigarettes,
soap, shoes, tanning materiasls, fabricated iron and steel products,
cement, tires, lubricating oile und greases, drugs and chemical prod=-
ucte, electric~light bulbs, batteries, and radics. The assembly of

1/ In 1942 the number of cattle was reported to be 31.5 million. *
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automobiles ia an important industry. Because, however, of the lack
of primary fusls and metals and the limited charzcter of the domestic
market, there has been only a moderate development of heavy industries.
In 1937, nearly three-fourths of ths valus of the total industrial out~
put wag accounted for by the Federal Digtrict and the Province of
Buencs Aires.

Forssiry and mining.-—The forests of Argentina, covering more than
123 million acres, contain a fairly high proporticn of hardwoods. Only
a small portion of the forest resources is utilized. Quebracho, with
its high tamnin content, is the most valuable forest product, and the
only one exported. About four=fifths of the world supply of this wood
is in Argentina.

Except for petrcleum, few minerals are produced, Lead, zine, tin,
and tungsten have been of some importance, and deposits of antimomy,
beryllium, copper, gold, manganese, mlca, and vanadium have been
exploited. The location of the depceits and the lack of tramsportatim
facilities, howsver, have retarded the development of the country's
mineral rescurces. MNost of the ofl wells now in operation are close
to the sea (Comodoro Rivadavia); other important fields are at
Mendoza, Plaza Huincul, apd Salta. Potentially important fields are
situated in the northern part of :the ecuntry. Argentina depends om
imports, however, for a substantial portion of its petrolaum require-
ments. Thers 15 virtuilly no production of irom or coal-—materials
vital to the industrial life of the nation-wand Argentina has become
the chisf coal-importing country of South America.

!
Pre-war foreign trade.y . : (

The foreign trade of Argentina is larger than that of any other
country of Latin Americe. In 1938, exports valued at 1,400 million
paper pesos (410 million dollars) accounted for about one-fourth of the
walue of all Latin American exports, and for nearly oms-third of those
from Scuth American countries. In that year Argentina took about
threo-tenthe of the total wvalue of Latin American imports and nearly
two-fifths of all imports into the 10 South American countries, the
Argentine import trade amounting to 1,461 million-paper pesos (428
million dollars). Ordinarily exports exceed imports; in 1938, how-
ever, imports exceeded exporta by 18 million dollars. This shift in
the balance of trade was caused by crop failures, a greater fall in
prices of principal exports than in prices of imports, and & lessened
demand for certain export commodities. In 1939 there was again an
export balance. :

The six noat importent groups of Argentine imports—textiles and
manufacturss, combustibles and lubricants, iron and memufactures,
machinery, foodstuifs, and chemical products—ocnstituted approximstely
three-fourths of the wvalue of all imports in the decade 1929-38. Other
imparts included paper, various metals, wood products, rubber and manu-
factures, tobacco, and beverages. The prineipal sources in 1938 were
the United Kingdom, the United States, and Germany, which together
accounted for nearly onme-half of the total.

1/ The effects of the war on the foreign trade of Argentina will be
diacussed in detail in a report on recent developments In the foreign
trade of Argentina (ses the foreword to this report).
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The ocutstanding feature of the Argentine export trade is the
dominant posltion of agricultursl and pastorsl products, especially
cereals, flaxseed, meats, wool, and hides and skins. The present
poaltion of agricultural products (as dlstinguished from pastoral
products), ‘however, has not slways been characteristic of the economy;
until the beginning of thls century, products of pustoral lndustry were
preeminent in the export trade. Since thut time, Argentina has become
one of the principal world suppliers of cereals und flaxseed, although
pastoral products are gtill important. The principal destinstions of
exporta from Argentina in 1938 were the United Kingdom, Germany, and
the Unlted States.

General Chearacter of Eeconomic Controls
and Commerciul Poliey

Since 1930 the principal feature of economic controls in Argentina
has been the employment of mumercus devices to place thé country's for-
oipn trade on a bilaterisl-balancing basis and to grant trade prefer-
ences to lmports from countries with which Argentina hes an export
balance of trade. Except for its thoroughgoing reguletion of foreigmn
trade, other controls by the Government over the economic life of the
natlon have been less extensive than in many other Latin American coun-
tries. Governmmental measures affecting forelgn trade have been util=—
ized for a varlety of purposes, lncluding that of obtaining revenue for
the Natlonal Govermment, fostering domestle industry and agriculture,
and the developmant and maintenance of export markets. Internal con-
trols have been directed to the development of sgricultiure, the stabil-
ization of certain distressed agricultural industries, the development
and control of the petroleum lndustry, and, since the cutbreak of the
war, the rationing of essential commodities and the control of prices.

The Argentine customs tariff has been employed both eg e major
source of revemue and as a means of protecting domestie industries.
During the 1930's, however, the tariff became less important as a
means of restricting imports than varjous devices and arrangements
assoclated with the control of foreigm exchange. In this period
exchange control was used mot only to husband exchange balances, when
necessary, but also to foster certain domestle industries, to subsi-
dize selected export products, end to ralse revemie for the National
Goveroment., One of the outstanding features of Argentine foreigm
trade policisa in recent yeers has been the practice of giving pref-
erence in allocation of foreign exchange to certain classes of goods
and to lmports from countriep in the trade with which Argentina had
an axcesg of exports. This practice was mseoclated with the negotia-
tion between 1933 and 1940 of mumercus clearing and pesyments agreements
granting to each agreement country, without restriction and at the most
favorable officlal rate, substantlially all the exchange derived from
Argentine exporte to thet country.

Since 1940 this trend toward bilateralism has to some extent been -
modified. Most new commercial agreements concluded by Argentima aince
that time have been of the most~favored-mation type; such guaranties,
however, have been limited almost exclusively to tariff treatment.

Since 1933 there have been no important export duties. After the
beginning of the war, in order to congerve stocks of industriel mater-
ials and primes necesslties, the reexportation of a number of important
commodities was prohibited. In 1941 the Trade Promoticn Corporation
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was organized to encourage the exportation of certain "nonregular®
exports to the United States, and thereby, through exchange allocatiom,
to facilitate imports from this country.

Refore the war the most important govermmental controls over
domestic industry were those administered by the varlous agricultural
eontrol boards. These agencles have been concerned principally either
with the stabilization of distressed industiries or with the long-run
davelopment and regulation of certain branches of agriculture; the
more important have operated in the grain, wine, yerba maté, cotton,
sugar, meat, and dairy industries. The Grain Board has adminjgtered
the Argentine system of guaranteed minimm prices to agriculiure.

The Goverrment-ommed petroleum corporatiom, Yacimientos Petrolfferocs
Fiscales (YPF), created in 1907, has gradually assumed a role of in-
creasing importance; 1t is the country's principsl producer of crude
petreclous, operates refineries and retall sales agencles, and has been
vested with extenasive regulatory anthority. .

Econonic Controls and Commeroial Policy Before 1940

:Ee tariff.

In recent decades the Argentine import tariff has been one of the
highest in Latin America, as well as in the world., For many years it
wag the major single source of income for the National Government;
between 1925 and 1940 1t ordinarily accounted for 30 to 40 parcent of
the total reverue, Effective tariff rates in Argentina, that is,
rates 'of duty on products which Argentina actually imports, have been
relatively high; in terms of the value of dutlable goods they amounted
to about 25 percent.

Formerly, the Argentine customs tariff was primarily a fiscal
instrunent, and rates of duty were adjusted to cbtain the revemus de-
sired. In recemt ysara, however, particularly since the First World
War, inoreasing emphasis has been placed upon protection. Few dutiea,
however, have been prohibitive, and a main f\mction of the customs .
tariff still is that of raising revenus. Protection has bean granted
Principally to industries producing textiles, foodstuffs, tobacco,
leather goods, paints and varnishes, and petroleum products. In part
because of the protective program, the ratio of imports of manufactured
articles to the total consumption of such goods declined from about 40
percent in 1910-13 to 30 percent in 1929-31, and to only 20 percent at
the outbreak of the war in 1939, As previously mentioned, howsver,
in recent years import duties have bean less important as a means of
protection than exchange sontrol and quota allocationa, which have beem
utilized to place the import trade umder rigld Government contyol.

A/ According to a study made by the Leagus of Netions in 1927, effeo=
tive tariff rates in Argentina ranked third highest among the 20 lead-
ing commerecial nations of the world; between 1913 and 1925 the
equivalent ad valorem tariff rate (tariff lsvel index) for a list of
representative import products ranged from 25 to 30 percent. (League:

of Nations, Tariff Level Indices, Gemewa, 1927.)
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The bagic law governing the Argentine tariff ls the Tariff Af:t
of 1905, L revg:ed principally by the lams of 1911, 1923, 2/ 1931,2/
and 1939, For the most part, Argentine customs duties are nominally
ad valoren, but the tariff law is supplemented by a scheduls of
offiolal fixed valuations for many classes of imports (Tarifa de
AvelSos); these valuations bear little relation to values in the
actual market. On such imports the nominally ad valorem rates are in
effeot specific, A nmeber of dutlies, bowever, are axpressed in the
law as specific rates; these are levied primcipally on foodatuffs,
beverages, tobacco, antomobiles, and petroleum products. An important
proportion of the .duties designed for the protection of Argeniine
industry from the competition of imports are of this type.

The 1905 law provides for a duty of 25 percent ad valorem (based
on c.1.f. valuea)} on all inports not specifically etumerated in- the
schednle. Ad valorem rates of duty levied on officlal valuations
Tange from 5 to 50 percent of such valnations. Minlmum duties of
5 o 20 percent ordinarily apply to goods not produced in Argentina,
and duties of 30 to 50 percent are levied on products similer to those
nanufactured within the country. More than 50 items, wainly con-
sisting of essemtial industrial supplies, raw materials, &gricultural
machivery, and railway equipment, enter the country free of duty.

For the period between 1915 and 1940 nearly cane—third of all imporis

{on the basis of officlal tariff waluations) wers accorded duty-free
treatment.

The custons law of 1905 provides for "paximua®™ and *minimx®
rates of duty and for reductions below the statutory minimm. 2/ The
"anrimm® rates are penalty dutles which may be applied to imports
from countries which do not extend most-favored-nation treatment to

Argentine products. For the moat part, however, tbe effeotive
Argentine custoas duties have been the minimum rates.

8ince 1905 mumerous changes have been made in the tariff; some
have affected individual import items and others have been applicable
to the emtlire schedule. The latter usually have provided for hor-
isontal changes in tariff rates, or for general alterations in the
basic valuations on which the ad valorem duties are computed. Most
of theses changes have incrsased the effective rates of duty; some
have been designed to inorease customs revenues and others
to afford additional protecstion to selected industries.

bl

1/ ley de Adusna: Law No. 4933, Dec. 20, 1905,

2/ Tarifa de Avaliios y Ley de Aduana; Law No. 11281, Nov, 29,
1923,

3/ Executlve Decrees No. 127, July 21, 1941, Ho. 170, Sept. 15,
1931; ¥o. 184, Oct. 5, 1931, and No. 185, Oot. 6, 1931; Bee also Ley
Mo, 11588, June 24, 1932, :

4/ Tarifa de Avalfos y Araucel ds Importacién, 1939; Executive
Deores No. 357, Dec. 30, 1935.

5/ Article 76, Law 11281, Nove 29, 1923; see the section on tarif?
powers of the Exscutive. =
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Jn 1920 ocustoms wvaluations were increased by ,20 percent, partly to
offset the rise in prices during World far I. 1/ In 1923 another
general inorsase, ting to 60 percent, wes made in the official
tariff waluations. 2/ At the same time, specific dutles were increased
by cme-fourth; a surtax of 2 percent(of the offieial valuations)was
imposed cn all commoditiss subject to ad valorem ratea of 10 to 20 per-
cent, and a surtax of 7 percent when the ad valorem rates excesded 20
percent. For goods not emmerated in the valuations tariff, surtaxes
were computed on the bmsis of c.i.f. waluea, These changes were made
primarily to raise additional revenue,

Betwasn 1923 and 1930 changes in rates of duty were relatively un-
dmportant. After 1930, however, a number of extensive revisicns were
made by executive decrsen. Most of these revisions provided for
higher rates of duty, although in December 1930 the official valnations
en oertain silk textiles, handkerchiefs, and stockings were reduced
by one-half in order to discourage the smuggling of these artioles
into the country. 3/ In Jenuary 1931, import duties were imposed on
all freash fruita, vegetables, and fish impqrted under refrigeration or
otherwise preserved by artificial mesans. 4/ In February 1931 import
duties werg increased on a nuaber of articles, 3 At the sams time,
surtaxes §/ were hxaod on various other articles which had not
previously been subject to such texes. Ia June 1931, the duty om
erude, fuel, and Diesel olls was rednoed, although that on gas oil
was increased. 7/ In July 1931 tariff waluations wers established for
nearly 1,000 items not previously smmerated in the valnatiom sched-
ule. &/ Thus by the middle of 1931, valuations in general exceeded
thoss established in the basic tariff law of 1905 by approximately 60

percent.

- A series of deovess in September und October 1931 altered tariff
duties on nearly 1,500 items. These changes were designed to in-
erease goverunental revermme, as well as to safeguard the exchange
position of the country by maintaining an export bslance of trade. &
In September tariff waluations on about 300 itemn, as well as ad 10/
valorem rates of duty on important classes of goods, were increased.
In some instances reductions were made on supplies or raw materials
essential to the development of domestic industries.

¢

I" .o. 11022. JIIJJ 6' lm.

Law 11281, Nov. 29, 1%23.

Exscutive Decreo, Dec. 19, 1930.

Exscutive decree, Jan. 3, 1931. T

Exscutive d’m. Fob. 6’ 1931’ Feb, u’ 1931; and Feb. 25’

82
@ Bl

hpo'.d h 1?23; see articles 8 and 9, law No. mal, Nov, 29’

S

Exacutive Decrees No. 96, Juna 10, 1931, and No. 98, June 1,

g

§/ Executive Decres No. ].27, JIIJJ 21' 1931-
9/ See the mection ca exohange omtrol.
19/ Executive Deoree Ho, 170’ “pt- 15. 1931.
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In October 1931 offlcisl tariff waluations were inorsaszed on

nearly 400 items, ineluding paints, lubricating olls, vegetable oils,
cooking ranges, a.ndnotorqclu.y In the same month, a supple-
Rentary revenus Neasure imposed 4n additional duty of 10 percent on
the revised valuations for most dutiable imports. On articles for
which thers were no fixed offiolal valuations, the additionsl duty
wag lovied on the ¢.i.f. walue; 1t likewise made applicable to
moct imports which formerly were free of duty. 2/ Although this

- additional duty of 10 percent was desoribed as an emergency and
temporary measure, it has been continned in force.

Under the provisions of the commercial agreement between
Argentina and the United Kingdcm in 1933, either the rates of duty
or the officlal veluations were reduced, or existing rates or valua-
tions were bomnd against increase on about 300 itoems of the Argentine
tariff schedule. The agreement applied to a wide range of products
of special interest to the United Kingdom, including raw materialg,
foodstuffs, beverages, automotive products, furniture, jewelry, bard.
ware, machinery, textiles, paints, and chemicals. The Argeatine
tariff oonoessions in this agreement were extended to the United
States and are reported to have been axtended to virtoally all other
countries,

" .-3/ For a mmber of years the
Argentine Executive has been suthorised, withia presoribed limits, to
alter tariff duties; his powers have included the following:

(1) By the teras of the tariff law of 1923 & the Exscutive
is authorized to increase duties by as much as one-half, or to
levy new duties, up 1o & maximm of 15 percent ad valorem cm duty-
fres goods, for imports from comtries which do not grunt most~
favored-nation treatment to Argentine products. Thess duties
conptituts the maximum column in the tariff schedule. Such
soximom (pemalty) duties were applied to Peruvian crude petroleum
in Deceaber 1935, apparently because Peruvian tariff concessi
on imports of Chilean wheat were mot extended to Argentina. i;

So far as is kmom this 1s the only imstance where s ch penal
dutles have been employed. " i

.

(2) The tariff law of 1923 likewise authoriied the Execu-
tive, without legislative approval, to rednce the miniwum import
duties, by not more than one-half, i return for equivalent con-
cessions in commerclal agreeaents; such reductions, however
are terminable on not wore than 6 months' notice. Roduotio:u
below the statutory ainimum have been made to Chile, the United .
Kingdom, and Brasil. The cancessicns to Chile were, for the

1/ Executive Decres Now 124, Oct. 5, 1931.
_2}// ?ﬂ“ D.:;'o&:o. 185. Oot. 6. 1931. '
e Piwers Exqcutive o modify import duties were
swrengthened by Executive Deoree, June 6, ]! .
v i plpeihinl .05 19443 soe the section on:
.Article 76, Lav Bo. 11281, Nov. 29, 1923. '
o 5/ m:nuun decree, 11)::- 2, 1935, These penalty duties were
thdrawn accordancs w & commerolal agresasnt
Fotraary 3. 193?. ‘ with Peru, signed
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most part, only oo produots of interest to the two countries and
have not been generalized except to countries with which
Argenting has unconditional most-favored-nation agreements. Com-
cessions to the United Kingdom have been generslized to all coun-~
tries. The agreement with the United Eingdom, in which ascase
ratss were reduced more than ome-half, was submitted for legis-
iative approval befors the reductions were made effective.

* (3) In 1931 the Exeoutiwve as anthorized to impose new or v/
bigher import duties to prevent deaignated types of “dumping."
Such duties are subject to review by the National Congress. Bo
far as i3 kmown, antidumping duties have mot bean applied.

{4) In 1939 the Exacutive was anthorized to sus addi-
tional duties on certain articles of prime neceseity. 2/ This
suthorisation relates to the additional import duty of 10 percent
ad valorem originally introduced in 1931. The measure granting
this power constitutes part of logal basis of the Argemtine
wartime price-comtrol prograa. 3

Expory taxes,

Export duties have played a lees important role in Argentina than
in any other country of South Americs, sxcept Venosuela, Between
1890 and 1900, Argentine export taxes yielded between 2 million and 3
million pesos & year, or less tham 5 percent of the total national
revenue., The general rate of duty wae 4 percent ad valorem. Effec-
tive Jamuary 1, 1906, following the sdoption of the pew customs
tariff law, virtually all export duties were abolished, They werse
revived in 1918, 5/ howsver, when a tax of 12 percent ad valorem was
lwposed on exports of agricultural products, and a tax of 15 percent
on other exporta; 'the taxes were levied on the axcess of value S
over certain basic waluations established in the law. Theese laxes
were sbolighed in 1933, 7/ Between 1920 and 1933 revenue from export
taxes declined from about 5 percent to cme~half of 1 percent of total
tax ecllections. Since 1933 a customs statistical tax (sericio de
sstad{stica), amounting to sbout three-tenths of 1 percent ad valorea,
has bean impossd oo the prineipal export commodities. Ir 1935 a tax
of 1 centavo (then equal to about $0.007, United States currsncy) per
metric quintal (100 kiiograsms or about 220.5 pounds) was introduced
on exports of wheat, linssed, corm, oats, barley, rye, and birdssed in
order t¢ provide revepue for the Govermment's program for the con-
struction of grain elswators. §/ ’

Executive Decree No. 1033, Aug. g8, 1931.
Exocutive Decree No. 12591, Bept. 8, 1939,
See the section on price oontrol,

. Venoquola'y domipant export from ‘
th vamegng obga:l.na go révenus -] ‘!riﬂegﬁﬁiﬁf“" wiich.
é/ Inf.' No. 10349’ J.no 13’&918. d
8 oxcess valus was determined mon a valuation commis
nt‘y rt dvégies manow in sie:ldc? tltm{ oaly, scrap iron :hjdfl
[-]:1. ] 8 ar
_{ha.n ba mﬁ.’. o h e le or protective purposes, rather
8/ Law No. 12%25 See the secticn on the Haticaal Grain and Eleve-

tor Commiseion tax wag Fubsequen in ed
100 kilograms thecutive Deoree No?%?t)i]o{ Hosfeig, 19t20 .nontnvoa per

S



Exchange couirols

During the past deoads the most important imstrument for the
regulation of Argentine foreign trade has been the official control of
forelgn exchange transactions. This oantrol,which has had varied
objectives, has constituted but cne phase of & mational political and
economic program perhaps more comprehensive and wore aggressive than
has been employed in any other country of Latin America. Exchange
control measures huve been employod to stebillise the currency, to con-
perve and aliccate exchange balancez, to provide exchange for essentisl
Government payments abroad, to raiss revenue for the National Govern-
rent, t0 protect selected domestlo imdmstries, to subpldisze certain
export products, and to extend preferential tresatment to imports from
countries with which Argentipsa has an export balance of trade,

Exchange control, which was officially establiched in Qctober
1931, was originaily designed o protect the curresmcy from further
depreciation due to the country's increasingly unfavoreble positiom
with respect to ite balance of international payments. The exchange
value of the peso had declined from an average of 95 cents {U. S.
currency) in 1921 to 67 cente im 1931. 1/ The country had suffered a
serious depletion of ite gold reserves and bad been compelled to
suspend gold peyments; thers was a growing shortuge of exchange with
shich to service the external debt and to pay for essential iaports.
Moreover, Argentina was facing inereased difficulties in marketing its
export products because of the closing of foreign markets by in=

creased tariffs, quantitative import restrioticns, and similar de-
vices.

From ite inception, exchange control had importent repercussiocas
on Argentine foreign trede. An Exchange Control Commission (Comisidn
de Control de Cambios) was created, and it was required that the
purchase snd sale of al) forsign exchange be aade through authorized
banks at rates fized by the control authorities.2/ Exchange permits
> were required before importers oonld obtein drafte with which to pay

for goods purchased abroad. Priorities were eptublished for the
allocation of the availlable exchange, prefersnce being given in the
following order: (1) Governmental requirements (mational, provincial,
and sunicipal)s (2) essential imports; (3) remittances by public
utilities and immigrants; (4) travelers! expenses; (5) nonessential
imports; and (6) paymwent for goods imported before Octobar 13, 1931,
At first, no attempt was made to regulate the diptributiom of the
import trade among supplying comntries.

1/ Por the tz:nx-u coversd in this section, the average do

. r
equivalent of 80 {official rate) was ar folloms: 29 a. 127
1930, 8.83505; 1931, $0.66735; 1932, ﬁﬁ&ﬂi 1933, ig.”ZGOI?S ’
1934, %0.33579; 1935, ¥0.32659; 1936, $0.33137;}.. 1937, $0.32959;

1938, $0.32597; 1939, $0.30850,

g/mn.:;ugnlg;;ru, Oot. 10, 1931; amended by executive decrees,
Oot. » .
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Late in 1933 exchange control became a more positive ingtrument
of trade control. At that time the new Exchange Conirol 0ffice
{0ficina de Control de Cambios} replaced the Exchange Commissiom. In
accordance with a law effective Jamuary 1, 1934, 1/ importera were
pernitted to cover their current exchenge requirements at the official
rate only if exchange permits had beem obtained from the Exchenge Con-
trol 0ffice befors the order was placed sbroad. Entry of imports
for whick prior exchange permits 2/ had beem refused by the control
suthorities was not prohibited, but importers of such products were
required to sssume the risk of covering their commitments in a newly
established separate "free ex ge morket” at rates substantially
higher than those prevalling the official market. Ffunds for the
free market wers made available by permitting the exchange from cer-
tain specified sources, such &s tourist expenditures, pew foreign
investoents, and ocean treight, to be scld at the free rate.

The new exchange-contreol policy was to issue exchange permits
principally on & bilateral-balanecing basis; permits were granted for
importe from each foreign couniry in proporticn to the aggregate ex-
change available as a result of that couniry'e purchsases of Argentine
products. 3/ After 1933 this policy was incorporated in a number of
special exchange agreements with other ccuniries, vnder the terms of
which Argentina agreed to meke aveilable to importers of goods from
the other contracting country, without restriction and at the most
favorable official rate, udmn eqna.l to the value of Argentine
exports to eech such country, 4

Under the law of 1934, the official selling rates, i.e., the
rates charged importers who had obtained permits, though lower than
the free-market rautes, were mo longer kept at fixed levels, but were
permitted to fluctuate even though subject to official eupervision
and regulation, Importers were required currently to submit bids
for their exchange needs, as certified in their exchange permits,

In contrast, the official buyini rates (i.e., the rates at which ex-
porters were required to surrender the proceeds from their sales
abroad), wers fixed at approximately 20 percent above those established
by the Exchange Conircl Commission when exchanpge control was first
introduced in 1931. Thus, stable official exchange rates were main-
tained so fur as exporters were concerned, whereas the rates which
importers were required to pay veried almost daily and averszged
materially higher. The spread, or exchange margin, between the two
rates was at times coneiderable; it ylelded the Government a sub-
stantial profit which was used to establish an exchunge profit fund
(fondo de Beneficos de Cambio). 5/ This fund was employed im part to
finance the payment of subaidies to Argentine agriculturelistas. é/

1/ pxecutive decres Nov, 10 193
2/ Entitling importers to ob
rate,
3/ Less the amount of exchange necessary to meet the service af
e u-genti.n- foreign debt held by that country.
facinl sxchange agreements were cuncluded with the United
lmgaon 1939). Belgium (1934), the Netherlands (1934). Switserland
(19 rmany (1934), Spain {1934), Finland (193 19?5),
38

2 %23;'&1.%33:&::;'&:1533?" gy (15777, Prance. (19

PlYg;ntl agresnents

Between 1971 and 1940 profits from "

%o hearly 1 billion pesoss axchange operatioms amounted
&/ See the section on control boards.

roroim sxchange at the official



During the first 7 montha of 1934 the rates of exchange in the
freec market averaged 20 percent higher than the official selling rates,
but during the rept of the year the average differential declined to
sbout 12 percent. Thereupon the Argentine Government undertook to

paintain the official exchange rate at a minieum of 20 percent below
' the rate in the "free exchange market.® In March 1935 1/ the Govern-
ment was suthorized to levy an exchenge surtax not exceeding 20 per-
cent of the official selling rate cn all importe made without prior
exchange permits. Inasmuch as imports made without prior permits
bad to be financed at the higher rate in the free-market, such imports
wore already subject o a serious disadvantage. Shortly after the
~ iptroduction of the exchange purtax the excess of the free-market
rate over the official rate was declured to be & part of the surtax
and the tax actually collested was reduced by an equivalent amount,

Important changes in Argentina's foreign-exchange policy were
made in 1934 alaso with respect to the export trade. Exchange de-
rived from exporits to nelghboring countries could be gold in the more
favorable free market. lMoreover, to promote the exportation of "non-
Tegular® exports, the Exchange Cantrol Commission early in 1934 pub-
lighed a list of products which were to be granted speclal exchange
treataent; included were wild animal skins, gariic, yerba matd,
tobacco, fruits, honey, stearin, wine, cotton linters, onyx, corn,
bran, mica, and cheese. Exporters of these commodities were permitted
to sell the sachange thus derived in the free market, instead of being
required to sell it to the Exchange Conirol Commission at preacribed
rates. Subssquently, special excbange treatment was granted to other
Argentine export products, principally wocl. The exchange-comtrol
authority permitted the proceeds from these exports to be converted
into Argentine currency at a rate slightly lower thun +the officlal
selling rates, rather than at the officisl buying rates. Inasmuch
as the exchange margin between the pelling and buying rates amounted

to about 14 percent, the advantage afforded exporters of these products
wep subatantial,

This system of trade control was maintained substantially without
" modification until the end of 1938, except that, by a decres issued in

" Japuary of that year, the exchange surtax on imports for which no
prior exchange pernit had been granted was reduced from a gaximum of
20 percent to one of 10 psrcent, Any adwvantage which might have
accrued to nonpermit isports from this actian, however, was offset by
the removal of Central Benk support of ‘the peso in the "free market,
which resulted in the depreciatlon of the "fres pesc." By the end of
March 1939 the "free" market rates of exchange exceeded the official
selling ratea by 25 percemnt.

A decree iggued in November 1938 extended the prior-exchange-
permit system 3?“ to all imporits, ixyrespective of whether the exchange
oould be purchased at ;e lower official rates oz had to be obtalned
in the "frase® market. Thus, in effsct, exchange permits becane
import permits. The policy regulating the issuance of such permits
was substuntially unchanged, the mllocation to each country being de-
pendent on the amount of exchange ¢reated by exports to that country,
after deductlon of "a reascnsble amount® for the needs of the Govern-

1/ Law No. 12160, Mar, 28, 1935.

2/ The requirement that a permit must be obtai.ne& bet .
hul;ean placsd abroad, ore the order

Executive decres, Nov. 7, 1938.
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went, Depending on the type of goods to be imported and the country
from which the goods were to be obtained, the permits specified either
thet the holder was entitlsd to byy the exchange at the favorable
official rate or that he hed t¢ bid for it in the free market.

In August 1939, shortly before the outbreak of the war in Europe,
the "free exchange market® was formally sbolished so far as imports
were concerned. A system 8 two officlal exchange rates, Rate A and
Rate B, was adopted; rate A conformed to the jomer official rate,
and rate B to the former "free" market rate. 2/ The exchange permits
subsequently iasued provided for the release of forelgn drafts to
importers elther at the official A rate, fixed at 17 pesos to the
pound, or at the official B rate, fixed at 20 pesos to the pound,
according to the type of goods lmported. The exchange-control
anthorities published lists of commodities for which exchange would be
released to importers at the A and B rates. After the outbreak of
the war, the rates were reduced to 15 and 17 pesos to the pound (3.73
and 4.23 to the dollar), respectively, for rates A and B.

The effect of the new exchange regulations was to impose rigld
quantitative restrictions—including a system of informal quota con-
trole— on all imports. These restrictions were employed, both on a
commodity and on a country basis, to disoriminate against products
from countries with which Argentina had a net import balance of
trade. 2/ In addition to specifis quotas, embargoes on imports were
established for many tariff classificationa affecting principally
products of such countries. The more favorable exchange rates were
generally available for the purchase of commodities from countries
with which Argentina had an export balance of trade.

Clearing and payments agreements. #

As a result of the world depression, the decline of prices, and
the widespread and increasing barriers to trade throughout the world,
the value of Argentine exports by 1933 had declined to less than half
that in 1928. There arose the further possibility that exports of _
.Argentine beef might have to contend with an extension of the British -
-gyatem of Imperial prefersnce. Faced thus with the danger of J
additionel decresses in exports, and with continued difficulties
with reepect to its foreiun exchangs position, Argentina, as already
noted, reorganized its exchange ocontrol and adopted the policy of
according favored treatment to couniries in the trade with which it
had an export balance., In connectlion with this policy, Argentina
entered intoc a series of bilateral agreements which made the release
of exchange at officlal rates to each of the other contracting coun~
tries dependent as a gemeral rule on the amownts of exchange accruing
to Argentina from its sales to that country. This new policy was
epitomized in the slogan "Buy from those who buy from us® (Compra a
quien nos compra). As a result of these agreements a large part of
the total exchange available to Argentina was reserved for imports
from special markets,

The first and the most important of these agreesmentsz was the
Anglo-Argentine Convention (the Rooca-Rumoiman Treaty) concluded on
May 1, 1933. This agreement provided for the liquidation of blocked

1/ Executive deoree, Aug. 21, 1939.
2/ Principally the United Statea, but also Japan and Italy.
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peso balances in the United Kingdom, and specified thati, whenever
exchange control was operative in Argentina, the full amount of ster-
ling exchange derived from the sale of Argentine products in the
United Kingdom would be mads available at officlal rates for current
remittances to the United Kingdom, after deduction of a reasonable
sumn? for the service of the Argentine debt. The principsal British
concesesion to Argentina was the assurance, with qualifications, 1/
that quotas restricting the quarterly imports of Argentine beef into
the United Kingdom would not be set lower than 90 percent of the im-
ports during the quarter of the year ended Jume 30, 1932. Other
concespions were designed to facilitate trade between the two coun-
tries. On December 1, 1936, this treaty was renewed, with modifica-
tions, to continue in force wuntil the end of 1939. :

The Anglo-Argentine Convention (1933} served as a model for other
agresments ocnoluded by Argentina; by the end of 1939 trade=balancing
agrsements had been concluded with the foliowing additional countrieas
Bolgium {1934}, the Netherlands (1934), Switzerland (1934), Germany

(1934), Spein (1934), Finland (1935), Austrie (1936), Italy (1937),
Czechoslovakia (1937), Bungary (1937), France (1939), Brazil (1939),
and Denmsrk (1939). For imports from countries such as the United
Kingdom and Gormany, with which Argentine had an export belance of
trade, an abundance of exchange usually was available at the most
favorable rate. The exchange derived from exports to sach ugreement
country was not avallable for the paymsat of imports from other coun-
tries such as the United States, which did not ordinarily import from
Argentina goods in ag great value as they exported thereto. In 1937
more than 55 percent of all imports into Argentina were from coun-
tries with which these agreements were in force. It would be diffi-
ecult to appraise the net effect of the Argentine policy of granting
preferential exchange treatment to products of selected cuomntries,
Although not all of the change in the distribution of Argentina's
importa can be atiributed to the official exchange policy, neverthe-
lese 1t would seenm slgnificant that between the' pericd 1925-29 and
1933-38, imports from the United States declined from 25 percent to
15 percent of total imports into Argentina, whersas those from the
United Kingdom increased fram 20 to 23 percent. 2

Other commercial agreements.

In its commercial agreaments, so far as tariff rates alone ars
concerned, Argentina quite genmerally has adhered to a most-favored-
nation policy. Host of those in force at the end of 1929 were of
the unconditional e; they included agreements with Bolivia
(1868), Braail (1856), Germany (1857), Japan (1898), Normay (1885),
Bpain (1863}, and Sweden (1885). Conditional most~favored-netion
agreements were in force with the United States (1853), France (1853),
Italy (1894), and the United Kingdom (1825). .

It has already baen noted thet many of the agreements negotiated
by Argentina in the decade 1930-39 Were bilateral clearing agreements

y The United Kingdom agreed thaet, whenever it became necessary
w0 reduce the quota below this level, it would conpult with Argentins
and the governments of the other leading suppliers of the United King-
dom market, in order to effect an equitable distribution of the re-
duced quotas among the geveral countriea. .

2/ Virgll Selers, e Control and Argentine Market, New

York, 1941.
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which provided for treatament to which the most-favored-nation principle
had no direct application, 1/ but, in addition most-favored-nation
agreements, chiefly of the unconditional type, were concluded with
Brazil (1933) and(1935), Chile (1933 and 1938), the Metherlands
1934), Switzerland (1934}, Spain (1934), Rumania (1935}, Urugusy
1935), Finland (1935), Austria (1936}, Czechoslovakis (1937), and
Hangary (1937). Most of these were of the umconditional most—
favored=-nation type. 2

Six of these agrasments were negotiated at the same time and in
conjunction with agreements providing for bileteral exchange control.
The extensive use of exchanpge contrsl in reguleting Argentina trade,
and the emphuasis placed on bilateral exchange agreements, have greatly
limited the effectiveness of these most-favored-nation guarantees,
Horeover, before 1940 Argentine hed econcluied agreements involving
tariff reductions below the statutory minimum rates with the United
Kingdom, Chile, France, Brezil, Norwey, and Iceland. The concessions
to the United Kingdem and Chile were generalized, whereas those to '
other countries (l:lnitad to a few products) were not.

Argentina also entered into agreemmts with neighboring countries
to facilitate regional trade; these included agreements with Bolivia
(2937) and Parsguay (1935).

The agricultural control boards.

For more then a decade the Covernment of Argentina has exercised
a subptantial measure of control over the production and marketing of
certain agricultural commodities by means of varicus regulstory and
‘eontrol boards, This intervention has had for its principal purpose
the relief of the distress among producers resulting firom the decline
in world prices and the reduced demand for egricultural products dur-
ing the depreesion following 1929. Funds to finance the activities
of these boards have been derived, 1n part, from the profits of ex-
change control and, in part, from contributions made by the producers
themselves. Although the representatives of the industries concermed
have been allowed considerable latitude in the formulation of the con-
trole which have been imposed, thi boards have depended upon govern=~
mental authority for their enforcement,

The more active of the regulatory agencles have been the Grain
Reguleting Board, the Mational Meat Board, the Naticnal Grain end
Elevator Commission, the Wine Regulating Board, the Yerba Maté Board,
and the Mational Cotton Board. Moat of these bodles are concerned
with domestic markets, although those concerned with grain and meat
have been active in the intermational market. The control boards
have performed & variety of functicns, including the control of pro-
ducticn, the maintenance of domestle prices, the development of sarket-
.ing and grading standards, the improvement of techniques, and the
development of new markets.

The Grain Regulsting Board.——Since 1933 the Government has inter-
vened intermittently in the grain industry to assure minimum prices to
growers. Argentina 1s the world’s leading producer and exporter of
flaxeeed, the largest exporter of corn, and the second largest exporter

1/ See the section on clearing and payments agreements.

2/ Exoeption to the guarantese of most-favored-pation ireatment was
provided in the agresements with Finland and Lithuanie with respect to
conoessione made by Argentina to nelghboring ocuntries.
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of wheat. Argentine exports of flaxseed usually represent nearly 85
percent of domestic producticm; corm, about 80 percent; and wheat,
abcut 55 percent. In terms of wvalue, these products orinarily con~
stitate the three principal exports of the country. After 1930, the
gharp decline in world prices and the reduced demend yesulting from the
world depression created considerable hardshlp among Argentine pro-
ducers of these commoditlies.

The Grain Regulating Board (Junta Reguladora de Grenos) was created
ix November 1933 to sdminister the program of Government sssistance to
agricultore. The Board was authorized to establieh minimum prices
for wheat, corn, and flaxseed, and, in order to make such prices
effective, to purchase grain for export shen dozestic prices fell be-
lov the established minimms. Prices were fixed almost izmedistely
thereafter at 5.75 pesos (the peso was then worth $0.73, United States
currency) per quintal {1l quinta) = 220.5 pounds) for wheat, at 11.50 °
pesos for flaxseed, and at 4.40 pesos for corn. 2/ These prices were
maintained throughout 1934, during which the Grain Board bandled 75
percent of all wheat exported or about 52 percent of the 1933-34 crop.
The Board played a less active role in the merket for corn and flaxseed.
Ip December 1935, partly becense of the prospects of a crop shortage,
the minimm prices for wheat and flaxseed were increased.’/ In
December 1936, after market prices for these products had risen above
. the established minimm prices, the latter were suspended, Similarly,

that for corn was increased in March 1936, 4/ and suspended in Japuary
1937,

During 1938, when world prices again were considsred to be inguf-
ficient to cover coste of production, the Grain Board resumed its oper-
atioms. At this time the Board was reorganized 5/ and the Executive
was authorized either to fix minimm prices or to grant direct sub-
pidies to producers. Thereafter, the Board no longer confined its
purchases of grain to those made solely for export. &/ Daring 1938-39
the Government purchaped very llttle flaxseed. On the other hand, the
market price of wheat remained below the guaranteed minimum {7 pesos
per quintal), with the result that the Board was called upon to pur—
chase virtually all of the 1938-39 crop. In September 1939, shortly
after the cutbreak of the war in Furope, and becsune of the resultant
marked increase in the prices of grain, the winimmeprice guaranties for
wheat and flaxseed again were ebolished.

The guaranteed price and purchease program, in effect and by intent,

. comstituted an export subsldy to producers. Ravenues for the sub-
eidy (the differemnce between the purciage price paid by the Board and

that received when the grain wap sold on the world market), am well as

1/ Bxecutive Decree No. 31864, effective Nov. 28, 1933. The Board
consisted originally of 14 members appointed by the President, and in-
cluded representatives of the Minisiry of Agriculture, the Bank of the
Nation, the Rural Soclety of Argentipa, the Board of Trade, the
Haticnal co-min;:l.mbof Grarins;. B:nd tthroIor'a Cooperative.

Prices f.0.b.; port o anoe es. Th
equivalent of about 55 conts per bushel for whea "37"5&333 “:-‘huu;;,l
for flaxseed. and 37 qents per btunshel for corn. tf’ono conver at
annual exchange ;ate I‘gr 1331.. o .
Prices of wheatl and [{laxse were yalised, re
pepoZmd 1 pesos oger quintal, » respectively, to 10
2/
5

The price of corn was raised to 5 pesos per quintal,

Exscutive Decree Ho. 17043, effective Kov. 14, 1938, v

In December 1938 the minimm price guarantee program was ex-
tended to include cattle sold for slaughter; ses the secticnm on the
National Meat Bqa.rd-
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for the operating expenpes of the Board, were derived chiefly from the
profits of foreign exchange operatiens. 1/ Loane to finance the pur-
chase progrum have been made by the Bapk of the Nation (Banco de la
Nacifn)}. The deficit from these price-fixing operationa has been sub-
stantial; between 1933 and 1933 it wae reported to total nearly 2.5
million pescs (about $900,000).

The Natjonal Gruin and Flevator Cosmissicn.-=In 1933, in line with
1ts policy of furthering the interest of agricultural producers, the
Argentine Govermment ipitiated a program for the comstruction of grain
elevators. Thie was but one of a series of stepe which have been taken
pince 1894 to improve the marketing of grain. In part because of
the world depression following 1929 and the resultent accumuletion of
purplus stocks, Argentina bad begun to experience inmoreasing need for
more adequate storage facilities. The Grain Elevator Law, enacted in
October 1933, suthorized the construction of a number of elevators to
finction as public utilities and to ‘render varicns services, including
the cleaning, drying, classification, and storage of grain. 2/ The
law created the Nstional Grain Elevator Bureau, which was directed to
prepare plans for a system of local and terminal elevators; to advise
the Goveornment regarding the location and types of elevators to be
constructed; to acquire privetely owned elevaters by purchase or
through the exercise of eminent domain; and to operate the government-
omed elevators, or to lease them, preferably to agricultural and co-
operative associationa.

The program provided for the construction of 321 couniry elevators
and 14 terminal elevators, ‘The Executive was authorized to lasue
*e=dpy inan amount mot exceeding 100 million pesos (about 32 millica
~“otmburs), for the crnstrusti=-of the elevators and to pay for their
dollh.-t.ima..i-ﬂ-m";h " ;;itinl period. By 1940 the construction of a

operation during devtaken The Crets Bovator
pumb terminal elevators had been un
Law ;;e:ffied that the rates charged by the goverélent-opemted -6le—

d to amortize
d be pufficient to coyer interest charged an
::chi'ﬂd:hb::znasa incurred. Funde from the profits of ezchange-con

operutions have also been used to finance the program. ) v

the National Grain end Elevater Commission ~(Comisidn,
Naci:::agc::b;:ullggsy Flevadores), orvated to Buperqedofths B.in.m_\},d ':,»
given broad pomers over the production and marketing o grai and anq
thority to administer the elevator program. 3/ The Coul}:l.ssion po:s:as—
es regulative poners over all private firms engago:d in foreign m“tio..
mestic trade, in greins, over grain exchanges, and over tranapor on

facilities utilized in the shipment of grains.

The National Meat Board —Products of the livestock industry, the
The National Ves% SOBIs

rtant export group, are shipped principaily to the
gecong :?;tdmhwuhic; ;rdj:arﬂy g;.kes sbout four-fifths of total
Tnite geomy Before 1933 United Kingdom imports of

Argentine eXper’s : boef.mint.aind on an wnrestricted basie; in that

tina were =
;:::B g:::v::",;e:'ollowinﬂ the Roca-Runciman enent, quotas Were o3
Hd

tablished for meats imported from Argentina. In 1936 the treaty

1/ See the section on exchange comtrol.

No. 11742, Oote 7, 1933.
7 Dceuu:i: g:z::: ¥o. 12253: Oct. 55 1935; Executive Decrees No.
?n:u:l;md to be the legul basis for the. construction and opera-
g::zog the proposed -elevator systems

4/ Ses the seoticn on clearing and payments agreements.
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was revised, providing for British duties on imports of beef from non-
Enpire countries, in addition to continuing the import quota systes.
This policy on the part of the United Kingdom of protecting hame in-
dnstries and of granting preference to producers within the Empire
resulted in the lose of & consicerable part of what was formeriy the -
largest market for Argentine meet products,

Meanwhile, in an effort to develop foreign markets, to ensure
greater profits to cattle growers, to promote domestic consumption, and
+t0 establish more effective regulation over methods of meat processing,
the Government had intervened on behslf of the indusatry. In October
1933 the Hational Meat Board {Junta Nacional de Carne} was created p7
with broad regulative powers over the indusiry, lncluding the power to
esteblish rules for grading and classifying livestock and meat for
both foreign and domestic markets; to develop standards of quality,
packaging, and transportation; %0 conetruct and operate frigorificos
or other commercial and industrial establishments for the protection of
growers; and to initiate programs for reducing prices in the domestic
market and for increasing domestic consumption. The Board was
suthorized to lovy a tax of 1 percent on the value of all sales of
1livestock. Part of the receipis from this tax have been used to de-
fray the operating expenses of the Meat Board; the major part, how-
ever, has been allocated to special organizations created for the
benefit of the cattle industry.

In October 1924 the Argentine Corporation of Meat Producers
{Corporacién Argentina de Productores de Cammes) was established by
the Mest Board. Its creation marked the culmination of a leng
struggle on the part of livestodk producers for more direct partici-
pation in the pricessing and marketin roducts, which had
been mainly in the hands of a ge corporations cont.

Tnited States and British eapital, The cg;omtion ’ finar:t:;dlargel,y
by the seles tax on livestock, has opersated as a producer-cwned
organization to buy and sell cattle; 1ts cbjectives have been to pro-
mote the manufacture and marketing of livestock products for local
consumption, 1o develop foreign markets, and to assure "reasonable®
returns to cattle producers. The corporation was authorized to
slaughter livestock for ite own ascount, for the aceount of asacclates
or for third parties, and to purchase, comstruct, and rent menb-pnckin:;
facilitles either in Argentina or abrosd. Under the arrangezents of
the Roca~Runciman Agreemente, 15 percent of the United Kingdom imports
of meat from Argentina were set aslde for nomprofit organizations
opereted for the benefit of stock raipers; with the establishment of
the Corporation, it was amsigned 11 of this 15 percent.

To compensete for the import duty established by the United King-
dam, the Argentine Government in 1936 authorized subsidies for exports
of beef to that country. Funds for the peyment of the subsidies
were derived from the profits of tho exchange-control system, Thege -
funde, up to a maximum of 15.1 million pesos (about 5 nillion dollars)
annually, were deposited in the Cemtral Bank and distributed by the
Board to exporting companles in proportian to their exports. In
dugust 1937, when market conditlons resulted in an incresse in the

1/ Executive Decree No. 11747, effective Oct. 7, 1933; the National
Meat Board is an independemt body composed of nine members appointed by
the Executive.

2/ Executive Decree No. ‘961.53. Dec, 19, 1936.

R
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prices of beef, the subsidies were discontinued. From time to time
other pubsidies have been granted to cattile raisers selling in either
the domestic or the foreign market. Funds for these subsidies usually
bave been derived from the profits of exchange control and have been -
administered by the Board.

In 1940 the Meat Corporation togk over the functions of the Live—
stock and Meat Markets {Mercsdos de Haclenda y Carne), which had been
establighed in 1937 to construct, acquire, and coperate cattle-market~
ing agencies, packing houses, and gemeral storage facilities through-
out the country. One of the main purposes of this agency was to
promote the domestic sale of meat at low prices in order to develop
the local market.

The National Yerba Maté Board,—The rapid expansion in the cultiva-
tion of yerba matd {Paraguayan tea) in Argentina and the resulting
competition with imports from Brazil and Paraguay have led to serious
problems in its production and merketing. Although Argentina is an
important producer of maté, it is aleo the principal importer and con-
sumer. A factor contributing to the expansion of the industry,
particulerly in the Terrltory of His_i?:es, was the comparatively high
prices which prevailed before 1930. &/ This resulted in increasing
annual surpluses of maté, and induced producers to seek governmental

aid.

In September 1935 the National Yerba Maté Board (Conif}én
Reguladora de la Produccidn y Comercio de la Yerba Maté) 2/ was
oreated, with authority to ldmit the cutput and to control the market-
ing of yerba maté, to pay subsidies to growers fram the proceeds of en
internal revenue tax, and to improve marketing facilities. At the

same time, in order to discourage mew production, a tax of 4 pesos was
imposed cn each new iree planted during the S-year period following

the enactment of the law. Effective March 1, 1936, a small internal
revenue tax was established on all processed maté, mhether imported or
ground in domestic mills, the tax being subject change with impor-
tant variations in the domestic selling price. The proceeds of

the tax were used (1) to copensat7 growers for the difference between
the determined cost of production &’ and the selling price, (2) to
defray the expenses of the Board, and (3) to provide a fund for pro-
moting consumption in domestic and foreign markets. In order to re<—.
ceive compengation bemetits, growexs, millers, ilmporters, and dis-
tributors have been regquired to register with the Maté Board.

In June 1937 the Board's activities were broadened by the creation
of a Copsigoment Market of National Cured Torbs Maté (Mercado Consigna=-
torio de Yerba Uaté Nacional Canchada), an official selling organiza-
tion which functions under the Board's supervigion., The Mariet re-

1/ 1In 1928, and again in 1931, the Government encouraged the
cultivation of maté in the Territory of Misiones by putting govern-
ment-ownod lands into production, with the understanding that 75 per-
cent of them mere to be confined to yerba maté.

2/ Executive Decree No. 12236, Oct. 4, 1935; the Board consisted
of 13 membars, appointed by the President, with the Minister of

Agriculiure ecting as chalrman.
Exeocutive Decree No. 77473, Feb. 28 1935#‘ the Internal tax
yeforred to as a "movilizacién" tax, was eixad at 0.04 pesos per kilo-

to be pald monthly by demestic mlllers. .
grar By a g:cree of February 28, 1936, the cost of production was

designated as 25 centavos per kilogram, delivered in Buencs Aires or
Rosarlo.
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cetves, stores, and sells mats to the mills for the account of the
grower. Producers have also been permitted to obtain loans froam the
Central Bank, using stored maté as collateral. As the result of the
demand for these faecilities, the Matd Board virtually has taken over
the storage, marketing, and handling of the crop from the time 1t
leaves the growars mtil it is received by the mills. Inasmuch as
the growers ususlly have preferred high prices on & reduced crop to
mnrestricted produetion, their attitude, for the most part, has been
favorable to the Board's operations.

The Wine Regulating Board.—-Grape culture is one of the oldest
agricultural pursuits in Argentina; 4ts producta go principally to
domenstic markets, Because of the rapid expansion of domeatic pro-
duction, the industry faced serious difficulties after 1930; seurplus
stocks accumulated and prices for grapes and wines declined, as well
as the value of land devotsd to grape culturs. To meet this sit-
uation the Government instituted a program to adjust production to
estimated requirsments, In December 1934 the Wine Regulating Board
{Junta Heguladora de Vinos) was oreated, with authority to regulate
the production of grapes, to "stabilize® the industry, a::} to re-
gtrict the marketing of wine to “consumption capacity.® 1

The Board undertook to compensate growers for the destruction of
wine-grape vinea or for the substitution of table and raisin-grape
vines and other crope; it also purchased surplus grapes to divert

them from wine production and bought surplus stocks of wine in order
to withhold them from the market. Other activities of the Board

have included supervising the harvests, regulsting methods of proc-
esping, analyzing and classifying wine, and installing cooperative
mrehouses. To discourage new production, a tax of 1,000 pesos per
heotare (about §134 per acre) was imposed on new vineyards. Revenues
with which to finance the operatiocns of the Boayd have been derivad
fron a tax on each liter of wine produced. 1In 1937 the amuthority
of the Board to purchass surplus stocks of grapesa was withdrawn;
instead, it was empowered to purchass vineyard lands and remove them
from production. A{ the ssme time, the Board initiated warious
measures to increase domestic consumption of wine. Since then
parketing quotas have been asaigned to processors. As a result of
these activities, output ie reported to have been maintained at a

lower’ level, and prices of both ube
~stantially. grapes and wines have inoreased &

The Natio t Board,~—For several A
donal Cotton years the Govarnment has
been interested in expanding the output of cottom in Argentina. In

22&,}193;5,0?:,"::10 1 Cotton Board (Junte Nacional del Algodén) was
’ emergency measure
had beset the industry, g to cope with difficulties that

but primarily to encourage production. The

m;’co:tzo::i of representatives of government ngle)ncien and cotton
» oxerclses general ervial

and marketing. It has wmdoey o Balaot Boe ey P

ertaken to select the varieties of cotton
moat suitable to the various producing areas and to introduce the
Ei:;: t:o n& r:gi::;::h l;:hpromota colonization in cotton-growing
; a unif
cotton fiber. Credit faeiliti avo bomn o Saanaification for
through the Banco de la Naoifn
appointed %o carry on experimen

For a aore detalled agcount of th
Regulating Board, see Forelsm A e activities of the Wine

December 1942.
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facilities and the more effective regulaticm of cotton ginning
establishments. To encourage the use of high grade seed, certified
seed has been distributed free to farmers cooperating with th% progrem.
Opersations of the Board have bean financed principally from profite
derived from the purchase and sale of foreign exchangs. After the
inauguration of the progrum the area devoted to cotton increased
steadily, amounting to 480,000 acres in 1934, 713,000 acres in 1937,
and 1,035,000 acres in 1938.

Other control boards.—The Argentine Government has given apecial
assistance to and has extended 1ts comtrol over other agricultural
industries through eeveral additionel boards, including the Sugar
Commission, the Wool Institute, and the Dairy Board.

Because of distressed conditions among both growers and mamfac—
turers of sugar, legislation in 1928 provided for the ¢reation of the
National Sugar Commission (Comisién Nacional del Azdear). I/ This
agency, established in January 1931, undertook t¢ regulate production,
to control imports, and to maiptain minimum prices for the benefit of
the domestic industry. Production quotas were assigned to both
growers and processora, and a penalty tax waa imposed on those who
excesded their allotments.

The functions of the Wool Research Institute (Instituto de
Investigacidén de Lanas), established in 1936, have been chiefly pro-
motional; 1t has, however, established standards of quality and

instituted controls over marketing practices.

In 193, because of depressed ccnditions In the dairy industry,
measures wers inltiated to assuro higher prices and more stable in-
comes to producers. The: National Dairy Regulating Board (Junta
Reguladora de la Industria Lechera), composed of representatives of
producers, sanufaoturers, distribuiors, and exporters, was created,2/
with regulatory power over the trade. In conjunction with the ex-
change-contrsl authorities, the Board has determined the amount of
subsidy to be granted to exporters of dairy producte through adjust-
ment of the price at which thelr export bille could be sold. More-
over, it has undertaken to promote domeatic consumption of thess prod-
ucts, and has initiated measures to improve thelr quality. The
Dairy Board has been replaced by the Hational Dairy Industry Com-
mission (Comisidn Nacional de la Imdustrial Lechera), but its fime-

tions remain quite unchanged.

The Government Petroleum Enterprise.

For many years the Government Petroleum Enterprise {Yacimlentos
Petrol{faros Fiscales) hes been active in the exploration, extraction,
importution, refining, and marketing of petroleum producta. In
addition to conducting operations on Its own account, this agency,
usually referred to as the IPF, axercises extensive regulatoery powers
over privately-omwned firms in the industry. The IPF operates its
own oil wells, pipe lines, refineries, tankers, storage plants, and

retall outlets.

Arzentina now ranks fourth among the countries of Latin
Amerﬁ:h g:ghtho grochxction of crude petroleum, it sdoes not produce
encugh for its own reuuirementa., FPetroleum was first discovered in

1/ Executive Decres No. 702, May 11, 1925.
é Executive Decree No. 40140, Apr. 12, 1934.




26
Argentina ia 1907. Soon thereaftsr the YPF was organized; in 1i%e
earlier yoar® it engnged :?j.ofly in exploration activities and the
production of crude oil. 1/ At firgt the petroleun indusiry was
aluost entirely in the hands of the Federal Government. In 1916,
however, privats companies, mostly foreign owned, entered the field.

In 1924, in order to prevent the industry from coming under
foreign control, the most mromising oil lands in natiocoally owmed
territories were reserved for exploraticn by the National Government..
gimilar action was takem by various provinces. From time to time
gince 1924 new decress have been issued olarifying earlier measures
or reserving additional lands to the Government. 2/ These decrses
tendsd to limit the sxpansion of foreign oil companies. The private
ccmpanies operating under their early concessions, however, were able
to continue their activities, and by 1929 they accounted for nearly
one-fourth of the total output. More recently they have reached an
output comparsble to that of the goveroment enterprise.

The authority of the YPF was materially broadened in July 1936,
when it was granted the power to regulzte the importation, exporta-
tion, trans tion, and marketing of petroleus and its products in
Argentina. It was anthorized to establish quarterly import quotas;
imports were 10 be made only by the YPF which, after deducting the
quantities deemed sufficient to meet ita own requirements, apportioned
the rest among private cospanies. In order % continue thelr opera-
tions, private companies were required to register, and thereby becane
subject to further regulation by the government enterprime. After &
period of dissension, an agreement between the Government and the
private companies, signed on June 28, 1937, designated the manner in
which the Argentlne market waa tc be apportioned among the variocus
coampanies. The YPF shars of the market was to be incrsased to take
care of the whole future inoreass in consumption up to a specified
amount. Increases above that emount, up to a certain maximue, were
allotted to producers using domestic pources of supply. Any further °
inoreage was to be shared on & specified basis between the YPF and
the domestic companies, to the extent that they were able to supply
the demand. In case it became necessary to increase imports of
petrolemm products to meet the expansiom in demand, all companies
were to share im proportion to their dmmestic quotas. The effect of
these regulations has been to restrict materially the privats compe~
niea in their competition with the goverment enterprise,

By virtue of the "reserve® decrses the Government now coptrolas the
areas moat likely to yield new supplies of oil. Since 1936nt.1:21!P!'
hap been the sole importer of petroleum and its products. In 1929
i1ts operntions accounted for more than half of the country's cutput
of cruds oil, about one-third of the refined gasolin of

9, one-h f
- the koﬁune, one-fourth of the Diesel oil, and two-ﬂ’zirda o:'l:h:
1“1 [+ - . N

The quebracho pool.
8inoe 1934 the production and mals of quebracho extract have b
eomtrolled by a pool sponsored by the major producers in Lx-g:;nl“n
In accordance with Executive Decree Mo. 11668, Decemb
1932, the IFF was reorganized, as it ip presently cot’mtich::e:rwﬁl’l
broad regulatory powers over the petroleum industry,
2/ 8ee D, M. Phelps,"Petrolemm Regulation in Sou

[ ]
Ticsn Econcale Review, March 1939, @ Amorioa,
~ Exscutive Decree Mo. B6639, July 20, 1936. '
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and Paraguay. This product, obtained from the heartwood of the
quebracho tree, is the most important and widely used of the numerous
Vegetable tanning materials. Quebracho irees are native to northern
Argentine and Paraguary, which together account for substantially the
entire world output of qusbracho.

At least four agrecasnts among producers have been concluded since
1900 to control either the production or marketing of quebracho prod-
uets, In 1907 a syndicate was formed to mansage the sales of most
Froducers in the two ocountries. For a time this combinaticn was
effective in raising prices for the extract; im 1909, however, the
syndicate was dissolved because of dissension smong its meabers.
Prices appear to have fallen abrupily thereafter, and = aumber of
factories were closed, With the ocutbreak of World War I, however,
prices reached new high levels. In 1916 a new syndicate was organ-
ized by 10 companies—& Argentine and 4 Paragusyan--which proceeded to
limit output and centralize selling a¢tivitles. Although this com-
bination met with some success in raising prices, it was dissolved
in 1922, In 1926 another quebracho-selling organization was created;
this coabination embraced producers acoounting for ebout 90 percent
of total world production of qusbracho extract. The most important
member, the Forestal Land, Timber, and Railways Co., was designated
a8 the selling agent for the combination, This pool functioned
quite effectively between 1926 and 1931; production quotas were
sptablished for member firma, and prices were maintained at a rel-
atively high level. In August 1931 this combination collapsed,
principally because one imporiant producer falled to comply with the
terma of the agreement. Thereafter the industry sxperienced a period
of wmrestricted competition. By the end of 1932 prices for quebracho
products had dropped nearly 60 percent. Apparently the earlisr high
prices had fostered the development of productive capacity in axcess
of world requirements.

A new quebracho marketing agreement was negotiated on Noveaber 8,
1934. Producing firms, thes mmbering more than 20 in the two coun-
tries, were unable to reach an understanding and appealed to the
Argentine Government to establish production controls. Although the
Government did not accede to these reguests, it did encourage the
producers themselves to formulate a plan, extending its encourage=:- .
ment principally through the offices of the Under-Secretary of
Agrioulture, under whose direction a plan was perfected and an agree-
ment mdl.do

Al) the importsnt producers of quebracho extract, including 16 in
Argentina and 4 in Paraguay, became parties to the new pool, which
differed somewhat from previous pools in that it represented a com~
bination of producers rather than of sellers. The amnouneed purposes
of the new organization included "the atabllization of prices to con-
gumers® and "the balancing of production and conmumption.® The pool
is officially known as the Association of Exporters of Quebracho
Extract {El Centro de Exportadores de Extracto de Quebracho); 1its
operations are supervised by s Direotive Committee which assigns ex-
port quotas to each manufacturer and fixes the sale price for
quebracho in Buemos Aires. This price is binding upon all meabers.
Potential production was estimated to be more than 500,000 metrig
tona per year, whereas actual sales wers restricted to 50 percemt of
that figure, or 250,000 metric tons. In order further to control:
prices the intermational market wag divided into sales territories,
and sales agents were designated for each territory.
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Between 1934 and 1940 the qusbracho pool cantinued to function
effectively, achieving many of its objectives. Production was
1imited to world demand at the controlled price level. Prices re-
mained quite stabls from day to da{ and from month to month, although
they rose over & period of years. L/ Ko new faotories were built,
and almost all producers adhered to the terms of the agreement. By
1940, howaver, two significant developments had foreshadowed & possible
disintegration of the pool: One producer had withdrawm from the arrange-
ment in 1936 and continued thereafter to operate independently; and
the combination had fel® compelled to purchase large quantities of
quebracho wood and to withhold them from the market. Leter, this
threatened dipintegration of the pool was forestalled the inter-
vaption of the Argentine and Paraguayan Governments.

Economic Controls and Commercial Polley since
the Qutbreak of the ¥War

Although the Argentins economy has been somewhat less seriously
disturbed by the war than that of most countries of South America, a
number of dislocations have occurred; some of its customary export
markets bave been closed, and shipping shortages and export restric-
tions adopted by the belligerent powers have preventad or limited the
importation of vital industrial materials and equipment. The general
patiern of economtlc controls employed in Argentina before the war has
been retained, The new exchange position of the country resulting
from the increased prices of exports and the wartime reduction of
imports, however, has made pogsible & more liberal application of
exchange regulativns. New government controls since 1939 have been
designed principally to conserve and to ration the supplies of impor-
tent industrial saterials, and to prevent an undue increase of prices.

Modification of igport duties.

In recent years the Argentine tariff atructure sppears to have
been the moet.stables in South America. Since 1940 there have been
few .changes in the besic rates of duty; almost all these changes have
accorded more favorable treatment to selected import commodities,
Duty-free status {oftean temporary), or redustions in the rate of duty
have been granted on a number of items, principally supplies for indus-
try and basic articles of comsumption. By special decrees of the
Executlive such treatient has been extended to pig iron, port sup-
plies, twine, manile paper, calclum and lead arsenates, newsprint,
cotion bags, metal containers, natural rubber and articles manufactured
from rubber, cinchons bark and a number of other medicinal products,

cotton textiles used in the manufacture of bags, fruit-box shooks, and
various other articles.

1/ The New York price for solid quebracho extract (63 percent
tanning) was 2} cents in October 1934, 3-5/8 cents in November 1934;
3-1/8 cents in Jamuaty 1937; 4 cents in April 1938; 4-3/8 cents in
November 1939; 4% cents in December 1939 and throughout 1940;

* 4=7/8 cents throughout 1941, 1942, and the early part of 1943.

y Seo the mection on officlal quebracho export quotas,

The authority to make such modifications appears to be derived
principally from law 12345, Jan. 12, 1937, and law 12591, Sept. 8,
1939. : ’

and
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In 1941 the tariff laws of Argentina were consolidated in one
text; 1/ the new schedule is essentially a reprint of the tariff of
1923, 2/ together with the many modifications introduced pince that
time. In 1941 a Commission for the Study of Tariff Eveluations
(Comisidn Para el Estudio de la Tarifa Avalfios) was created; 3/ this
committee has underteken to prepare a new schedule of tariff valua-
tions and to modernize it by adopting the nomenclature recommended by
the League of Nations. %/ The comnittee is mot expacted to complete
its work in 1944; it has, however, diastributed, in preliminary draft,
the new aschedule and nomenclaturs which it will probably recommend for
sdoption..

Additional Executive control over imports,— Since 1923 the

Executlve has had considerable authority to alter import duties,
including perticularly the power to increase them on imports from
countries which do not grant most-favored-pation treatment to Argen-
tine export products, as well as the right to apply additional duties
to prevent dumping. . These powers Were strengthened materially in
June 1944. 3/ The new decree, definitely protective in character,
{"de fomento y defensa") authorizes the Executive to increase import
duties in order to foster industrial expénsion and to prevent "dump-
ing." An advisory Commission for Industrial Development (Comisidn
Asesora de Fomento Industrial) was created to assist the Executive in
its adminlstration. The measure has the three-fold objective of
sbielding from excessive competition durirg the post-war period those
Argentine industries created or expanded during the war; of fostering
pew industries; and of further stimulating the industrialization of

the country..

The Executive is specifically authorized to impose additional
duties of as much as 50 percent of the existing rates in order to pro-
tect Argentine manufacturing industries from forelgn competition.

‘The increased duties may be applied when the c.i.f. wvalue of imported
products, plus the exlsting customs dutles and related charges, is
lower than the domeatic cost of production for these articles. Manu-
facturing industries eliglble for such asgistance are those processin
Argentine raw materials for domestic consumpticn or those using mate- ™~
riasls of forelgn origin in the production of prime necessitles.

When reduced rates of duty are granted, manufacturers become subject
to rather comprehensive supervision by the Government, particulerly
with respect to operating policiea and costs.

Executive authority to prevent "dumping™ was apparently strength-
ensd by the new decree; flve practices, against which Exwcutive -
action way bs teaken, were specificlally defined as dumping. Addi-
tional duties, even in excess of 50 percent, above the existing rates,
may be imposed on imports when thus characterized.

In addition to the powers described above, the Executive was
authorized, when deemed necessary, to impose import quotas upon arti-
¢les competing with those of domestic manufacture, snd in cases of

i/ de Ad entac Buenos Alres, 1941,

2/ Law No, 11281, Nov. 29, 193l. .
3/ Executive Decree 99045, Aug. 22, :1941. :
Thia work is in effect a continmuation of that undertaken by a

sinilar commission established in 1932 {Executive Decree No. 12150,
Aug. 19, 1922).
5/ Executive Decres, June 6, 1944.
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“axtreme gravity" such imports may be prohibited entirely. Should
the measures already described prove inadequate to provide the desired
protection, subsidies may also be granted to industries of particular
importance to the national defense.

Exchange cont ginco .

Since 1939 the essential features of the Argentine practice with
respect to exchange control have been determined more by the improved
exchange position of the country and by wartime problems of obtaining
needed imports than by any change in the formal regulatioms themselves.
The Government now holds large reserves of gold and forelgn exchange,
although & subatantial portign of such balances is represented by

blocked sterling accounts. This new exchange position has resulted
from changes brought about principally by the war; the wvalue of
Argentine exports, particularly meats, has increased, principally be—
cause of higher prices, whereas the value of imports has declined
parkedly beceuse many commodities could not be obtalned.  Since

1940, therefore, Argentina has had an increasing export balance of
trade. Moreover, there 183 reported to have been a net movement of
capital into the country, Theae factors have resulted in ample
exchange for all purposes, deapite the accumulation of blocked balances
in the United Kingdom, and have made possible & more liberal applica-
tion of the exchange regulations.

Sityation at the f the war.—At the outbreak of the war
the Government was exerclsing complete and effective control over all
axchange transactions and over the importation of all merchandise.

The Govermment purchased at a fixed rate, through the Exchange Contral
0ffice, all hange derived from the exportation of commodities from
Argentina, Since the cutbreak of the war thie rate has been
3.3582 Argentine pesos to the United States dollsr (or 1 peso = $0.2978,
Dnited States currency). The exchange thus received was resold by the
Control Office to importers at a substantiel profit. Several rates of
exchange were available to importers, the Government determining the
rate to be applied according to the country of origin and the class of
goods involved. In summary, the details as to selling rates at the
beginning of the war were as follows:
-*" 1. To suthorized importers of preferred clasaes of goods (such
- as iron, steel, tin plate, newsprint, etc.), irrespactive
of the country of origin, who held officisl import permits
and to importers of goods from the United Kingdom, exchange
was available at a rate (official A) of 3.7313 pesos to
the dollar (or 1 peso = $0.268; United States currency),
or at a profit to the Government of about 1l percent.

1/ Since the outbreak of the war in 1939, the United Kingdom has
imposed increasing control over ell transactions in that country in-
volving the use of foreign exchange. In general, receipts mccruing
to Argentine exporters to the United Kingdom are paid into a spocial
eccount in London. Paymente from this acecount may be made cnly for
exports from the United Kingdom to Argentins or for epproved capitel
transactions. At the close of 1943 it 48 reported that about 43
million pounds sterling of blocked exchange had mccumulated in the
Argentine account, . :

2/ In practice, exchange was purchased by authorized private banks
on a commission basis for the mccount of the Exchange Control Office.
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2. To authorized importers of other classes of goods (second
essentlials such as agriculturel machirery, spare parts for
automobiies, etec.), irrespective of origin, who held offi-
cial import permits, exchange was avallable at a rate
{official B) of 4.2289 pesos to the dollar {or 1 pesc =
$0.236, United States currency), a profit of about 39 per-
cent.

3. To individuals or organlzations desiring to tranafer capitel,
dividends, or interest, or to rake other remittances
(except to countries with which Argentina had negotismted
payments agreements), exchange was available at a rate
of 4.2450 pesos to the dollar (or 1 peso = §0.234, United
Statee currency), a profit of about 40 percent.

Import permits were required of all importers before goods could
be cleared through the customs; such permits designated the rate of
exchange at which cover could be purchased. Several principles
governed the administration of Argentine exchange regulations at that
time: In general, an endeavor was made to balance the total value of
importa to the amount of exchiange mede availeble by Argentine exports
after the servicing of financial foreign obligations; import quotas
ware employed to supplement the customs tariff in order to foster
domestic manufacturing industries; and exchange preference (by means
of import quotas and preferential exchange rates) was extended to coun-
tries with which Argentina had an export balance of trade. Such res=
trictions designedly were discriminatory with respect to lmports from
countries such as Caneda, the United States, and Japan, with shich
there ususlly was an ilmport balance of trade.

War changes,—Early in 1941 this system was mcedified; the release
of foreign exchange et either of the two official exchange rates was
made to depend not only on the type of commodity imported but also on
the country of origin. Thus importers of like articles would not
necessarily be able to obtain thelr exchange needs at the same rate,
unlegs in each case the goods had been imported from the same country.
Fffective Februery 26, 1941, exchange for imports not eligible for
peyment at either of the official rates had to be obtained in a Govern-
ment—controlled auction merket where importers were required to subdt.
bids. The supply of exchange for thls market was derived from certain
“nonreguler® exporte for which the drafts previcusly had been negoti-
able in the free market but which after February 26 had to be delivered
to the Central Benk (Banco Central de la Repiblica Argentina) at a
rate of 4.2182 pesoe to the dollar. ‘

Effective July 1, 1941, the exchange-control regulations were
greatly simplified; l’ prior-exchange permits were no longer required
for (1) imports to be paid out of blocked balances of Argentine
nationals in other countries controlling foreigm exchange, (2} imports
from neighboring countries, and (3) imports paid for with exchange
obtained in the auction market., This decree abolished the Exchange
Control Office and transferred its functjons to other Government
agencles, principally the Central Bank. & Another development at
about the same time was the sstablishment of the Trade Prcmotion Corpo-

1/ Executive Decres No, 93058, Jume 6, 1941.
- 2/ An advisory committee, the Exchange Control Committee (Comisidn
de Divipas) has continued to advise the Governmeat with respect to

exchange control policy.
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ration to encourage foreign trade by fa.nting special exchange treat-
ment to certain articles of export.

In Mey 1942 the Argentine exchange-control reguletions were agaln
revised; since then imports frop all countries have been admitted into
Argentina without restriction. 2 The improved position of the country
has reduced the need of budgeting the available foreign exchange to
assure its use for essential services and merchandise imports.

[ otl ratiol

An important development in the Argentine program of bilateral
trade belsncing was the creation in 1941 of the Trade Promotion Corpo-
ration (Corporacién para la Promeciénm del Intercambio). In comnection
with certain modifications of the exchenge control system in November
1940, the Government instructed the Central Bank to encourage the for—
mation of organizatlons to promote the sale of "monregular® exports
{articles previously not exported or exported only in small quantities).
This was to be achieved by means of preferential exchange rates tc be
pald to exporters of a selected list of products, who thereupon were
" permitted to employ the proceeds of their drafts more or less as they
eaw fit. The effect, and apparently the intent, of this measure was
to induce importers of certain industrial materisls from countries not
rascalving the benefit of Argentine exchange preferences to organize and
to promote the exportation of Argentine products in order to maintain
their positions as importers; thus the program wae designed to develop
new export markets.

In April 1941 a representative group of business men interssted
in trade between the United States and Argentina undertook to form an
organization to take advantage of this new policy. Shortly thereafter
the Trade Promotion Corporation was formelly organized, subject to the
supervieion of the Central Bank.; It has an authorized capital of
1 million pesos, and its stockholdera represent firms interested pri-
marily io the importation of automobiles, trucks, sgricultursl machi-~
nery, awi radios from the Unlted States. The Corporation, is deseribed
as a nonprofit organization; dividends on shares are limited to 4 per-
cent of its capital, and all surplus earnings are to be devoted to the
promotion of the export trade and the development of foreign markets.

The Corporation, which has established offices in the United
Statee, Chile, Peru, Colombia, Venezuela, Ecuador, and Mexico, has been
active in promoting the exportatlon of “nonrsgular" exports (e.g.,
cheese, oggs, wine, fruits, and certsin packing-house products such as
glends, liver concentrates, etc.). Exchange from the sale of such
producte hae been purchased by the Central Bank at a rate substantislly
above that ,peid in the officlal market for the receipts from "regular®
oxports.é/ Exchange derived from these shipments has been appor-

1/ See the section on the Trade Promotion Corporation, ‘

3/ Except those required by the necessity of allocating the limited
amount of shipping epace available for the tranaportation of merchandise.
) Executive Decree No, 90235’ w 9, 1941, :

4/ A 1ist of nonregular export products (products which either were
not previously exported or were shipped abroad only in small quanti-
ties) has been prepared by the Government.

5/ The official buying rate for "reguler® exports has been 3.3582
pesos to the Upited States dollar. The rate for "nonregular" exports
wap fixed at 4.2182 pemos to the dollar, or ebout 27 percent above the
official rate; in April 1943 it was reduced to 3.9702 pesos.
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tioned by the Corporation among its stockholders at varying rates,
depending upon the type of commodity imported. The profits from such
transactions, amounting to nearly 7 miliicn pesos by January 1, 1944,
have been employed by the Corporation to fipance its developmental .
activities. !

An extensive program to promote the development of Argentins
resources has been initiated by the Trade Promotion Corporation., It
has recoumended the establishment of export standards, organiszed trade-
promotion centers, collected statistical Information, and employed
technical gpecialists in an advisory capacity. It has also undertaken
surveys and submitted reccmmendations for the development of numerous
industries, including those producing fibers, boots and shoes, wool
bhats, leather, dairy products, forest products, minerals, ceramlc
products, and yerba maté. The foreign-exchangs position of Argentina,
however, has altered materially since 1941 when the Corporation was
- organized; reserves of exchange and gold have accumulated, and, bacauss
of the war, it has been increasingly difficult to obtain imports.
Reflecting these develomments, the Corporation in recent months has
broasdened its activities, and hasﬁla.eed greater emphasis on its re-
search and promotional fucticms. )

Recent commercjel agreementp.

Sope of the inherent weaknesses of the Argentine system of bilat-
eral trade balancing have baen revealed by the war, Ths country found
itself unable to spend & substantisl portion.of the credits received
for its export products, except in the country to which the exports
ware shipped; the balences, therefore, wers not avallable for pur-
chases on & multilateral basis. Shipping restrictions and the war-
time closing of certain customary sources of imports, however, forced
Argentins to seek new sources of supply, prineipally in the Western
Hemisphere. This altered trade position of the country appears to
have bsen reflected in the character of the commercial agreements
na),stiated since 1939, none of which bave been on a bilateral exchange-
balancing basis. Agreements providing for mutual most-favored-nation
treatment have been negotizted with the following 11 countries, 10 of
which are in the Western Hemisphere: Brazil (1940), Rorway (1940),
Chile (1940), Colombia (1940), Cuba {1940), Canads (1941), the United

. States {1941}, Peru (1942), Venezuela (1942), Ecuador (1943), and -
Paraguay (1943)0 .

Most of these agreemente were of the unconditional most-favored-
pation type, although the guaranty of such treatment did not alwaye
extend to exchenge, Under the Chilean protoc¢ol, for example, both
parties granted each other unconditional end unlimited most-favored-
nation treatment in all matters perteining to customs duties and other
charges, manner of collection, regulatory provisions, and customs
facilitiea. In & number of these sgreements, including those with
Brazil, Chile, Cuba, the United States, and Paraguay, reciprocal con-
cessions wers sxchange granting reductions in the rates of duty on
selected import products, or according them duty-free status, Excep-
tion to most-favored-mation treatment usually was provided in the case
of concesaions made by Argentina to neighboring countries.

1/ Executive Decres No. 137071, Dec. 1, 1942.



35

At the pame time, certain exchange preferences were granted to Japan.
Among other things, the agreement with Spain provided that 1t would
supply 30,000 tons of iron and steel to Argentina, deliver ¢wo merchant
vessels and one destroyer, and charter one or more Argentine tankers,
in return for aycu'iad shipments of wheat, tobacco, and other Argen—
tine products. Other featurea of the agreement related to the
amortization of the Spanish Government's indebtedness to Argentina.

On April 9, 1941, Argentina and Brazll undertook to facilitate trade
between the two countries and toc promote, in particular, the importa-
tion of Brazllian textiles and coffee into Argentina as well &s the
exportation of Argentine wheat to Brasil. On November 17, 1943, a
financial and economic convention was signed by Argentina and Paraguay
providing for the investment of Argentine capital in Paraguay and for
the establishment of a procedure for liquidating exchange balapces
between the two countries,

ric con ince 1

The wartime loss of  important markets has served to accentuate the
problem of egricultural s -pluses in Argentina. The policy of guaran-
teeing minimum prices to puroducera of grain, Ilnitiated im 1933, has
again been applied. In September and November 1940 minlmum prices
were fixed for corn, wheat, and flaxseed. The Grain Regulating Board,
ocharged with adninistering the program, wes granted exclusive control
over the marketing of these products. At the same time the Govern-
ment undertock to control production by requiring that in order to
Tecelve benefits under the program growers must reduce the acreage
under cultivation. - To defray the expenses of the Board a tax was
levied on the processing of grain products. In December 1940 similar
measures were provided for barley and a year later the progran was
expanded to include sunflower seed. In November 1941, because of a
eritical situation resulting from the accumulation of surplus stocks,
the Grain Board was given a virtual monopoly. over the grain trade.

Throughout 1943 the guaranteed minimum price program was main.
tained for most of the producis mentiomed in tha} year; however, be—
oauss of the increased demand for grain as fuel and reduced supply
resulting from crop failures, the restrictions on output were removed
and various efforts were made to increase production., At this time
the Grain Regulating Board was reorganired; it has since operated as .
the Board for the Regulation of Agricultural Production (Junts Regula-
dora de la Producién Agrfcola), and its regulatery powera now extend
to a number of agricultural products besides those named above.

Grain elevators throughout the country have been declared to be public
utilities subject to the control of the National Grain and Elevator

Commipsion.

New regulatory boards have been created during the war for the
tobasco and olive industries, The Naticnal Tobacco Institute was
organized in December 1941 to control the production and marketing of
tobacco. The National Olive Growing Corporation, established in Jume
1542, has been concerned principally with the expansion and develop-
ment of olive-growing, btut has extensive regulatory powers over the
induatry. R

1/ On June 3, 1944, the agreement with Spain was extended with

modifications. :
2/ For an mccount of recent activities of the Grain Regulating

rd Foreign Asrioulture, May 1942.
%3 ’B:::uno of ahortages of fuel resulting from the war; osee the

seotion oo rationing of scarce materials.
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*

In 1943 the Wine Regulatory Board (created in 1934) was dissolved,
inasguch ag the emergency for which it had been created was believed to
have ended. The Board's functions have been transferred to the Bureau
of Wine Culture (Direccién General de Viticultura)}, a division of the
Ministry of Agriculture,

In October 1944 the Ggvernment undertook to coordinate, under its
supervision and control, virtually the entire sgriciltural life of
the nation. This coordimation was to be achieved by requiring all
producers in each branch of agriculture to organize into assocatlons or
%corporations,® patterned somewhat after the "defesa" institutes in
Brazil 2/ and similar to thoge employed by the corporate state in
variocus European countries. These organizations, known as Argen-
tine Corporsticns of Agricultural Produceres (Corporaciones Argentinas
de Productores Agrarios), were to bDe sponsorsd and controlled by the
State, Although the decres requiring the crestion of such corpora-
tions provided that they be administered exclusively by the producers,
it also provided that a delegate representing the Ministry of Agricul-
ture should sit on each board, with "ample facultiee of control,™ and
that any proposed mction to which the delegate takes exception should
be subject to the final declsion of the Ministry of Agriculture., The
extensive character of the proposed control was vigorously protested
by agricultural producers, and the operation of the program was sus-
pended, though not abrogated, in November 1944. About the same time,
exleting agricultural control boards became subject to supervision by
the newly created Department (Sec;etariat.) of Industry and Commerce, .1:/

Official guebracho export guotags.

The 1934 agreement among quebracho-extract producers to control
production and sales showed further signs of disintegration in 1941,
Two new Argentine factories were operating, nelther of which had
aligned itgelf with the pool or accepted its program of control,
Another firm which had withdrawn from the coxbination continued t6
market 1ts products independently. Threatened with the prospect of
wvigorous and unrestricted competition, attributable in part to over~
expansion of productive facilities developed under the influence of
previous market and price controls, and unable to persusde these con-
cerns to participate in the combinatlon, the members of the pool
appealed to the Paraguayan and Argentine Governments for -support. &
Joint agreement betwegn the two governments was concluded in 1942 to
supervise productlon 2? and to control exports of quebracho extract,
thus giving official support to the activities of the cartel. Export
quotas were established, allocating 80 percant of the total to Argen-
tine and 20 percent to Paragusyan producers. It appears that the

1/ Executive Decree No. 26546, Oct. 2, 1944,

2/ 8ee U. 8., Tariff Commission, Economic Copirols end Commercial
Policy in Brazil, 1945 [pronesseé? .

3/ Italy, Germany, Austrie, and Portugal.

_1,/ Executive Decree, Nov. 2, 1944. Awmong the agricultural control
boards specifically mentioned s subject to control by the Secretariat
ware: The National Meat Board, the Argentimne Corporation of Meat
Producers, and the Board for the Regulation of Agricultural Production.
The Secretariat of Coumerce and Industry was created by Executive Decree
No. 20%2’ July 28, 1944.

This agrecment became sffective in Paraguay by Executive Decree
No. 11639, lar. 19, 1942, and in Argentina by Executive Dacres No.
112840’ r.b' 4’ 19420 .
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Association of Exporters of Quebracho Extraet {the pool) has been

given an influential voice in determining the export quotas for indi-
vidual producers. Thus, either voluntarily or involuntarily,all
mamfacturers have become, in effect, subject to the control program.

A pumber of the small producers are reported to have been virtually
eliminated from the market; others have felt themsalves compelled to
join the pool. Price-fixing activitles of the pool have been strength-
ened, of course, by the export controls imposed by the two governments.

Fartime financial ;:on;ro!.a.

\ .

The Forelgn Ministers of the American Republics, meeting at Rio
de Janeiro in January 1942, recommended measures to block the use or
transfer of funds within the Western Hemisphere by nations (or their
nationalsa) which had committed acts of aggression against the American
Continent. Controls of this type instituted by the Argentine
Government, both before and after the attack on Pearl Hebor, have been
Rnore numerous,?/ but apparently less affective, than those adopted lty
apy other country of Latin America.

The first measures to control foreign funds were instituted in
April 1940 by freezing the bank and security accounts of persons resi-
dent in the occupied countries of Europe. 3 The Central Bank was
vested with complete authority over all frozen accounts; it has sub-
sequently authorlzed the yse of thezse funds whenever in 1ts Jjudgment
such use was warranted. &/ - In June 1940 control of foreign funds
was extended to nationals of countries with which Argentina maintained
compensation agreements, including Germany, Spain, France, and the
United Kingdom., Operations outside the scope of such agreements werse
prohibited, except as authorized by the Central Benk; among the trans-
actions thus regulated were remittances of bonds, ascurities, or cur-
Trency to persons domiclled in these countries and changes in the

1/ Resolution V, Meeting of Foreign Ministers of the American ...
Republics, Jan. 27, 1942. e

2/ Some of the more important of these measures include Executive
Decreed No. 60569, Apr. 18, 1940; No. 61707, May 6, 1940; No. 62303,
May 10, 1940; No. 66230, June 26, 1940; No. 67355, July 13, 1940
No. 100316, Sept. 9, 1941; Nos. 110790-110791, Jan. B, 1942; Nos.
122712-122714, June 15, 1942; and No. 122882, June 17, 1942,

;}/ At that time, Denmark, Norway, Belglum, Euxemburg, and the
Netherlands; extended in September 1941 to China and Japan,

4/ The Central Bank is reported to have permitted the use of the
controlled mocounts for the following purposes: (1) Payments for
taxes in Argentina; (2) payments for insurance contracted in Argentina;
(3) normal banking expenses and commigsions; (4) current expensea
relating to real estate in Argentina ommed by the holders of frozen
‘accounts; (5) payment of rights and expenses in connection with trade-
parks or patents registered in Argentina In the namesa of holders resi-
dent in the countrles concerned; (6) payrents to local magazines and
newspapera for esubsoriptions, advertisements, and publications;

7) family wmaintenance expenses not to exceed 500 pesos per month; and
éa; purchase of Argentine bonds, 1f deposited in the namea of the
holders in & controlled account.
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reglstered domicile of such parsons. The Bank was authorized to make
exceptions to the above restrictions. l-/

In December 1941, following the Jepenese attack on Pearl Harbor,
the Centrsl Bank ordered suspension of all transfer of funds and securl-
ties between Japan and Argentina except when speclally authorized.

In January 1942, the Government subjected to the control of the Central
Bank the internal movement of all funds by firms or enterprises con-
nected with the belligerent countries ocutside of the WNestern Hemis-
phere. 2/ Apperently to carry out the recommendaticns made at the

Rio de Jenelro Conference {(of January 1942), three decrees were issusd
in June 1942, These decrees provided for the supervisicn of all firms
owned by nationals or residents of belligerent non-American countries
and for control by the Central Bank of the transfer of funds by such
interests. 3/  Shortly thereafter the movement of all nationsl and

foreign saecurities, including United States currency, was subjected to
control. 4/

The effectiveness of the many Argentine fipancial controls,
relating to the belligerent countries is diffieult to appraise, but
apparently they are leas comprehensive than the measures recommended
by the Conference of Minlsters and less rigid than those employed
elsewhere in Latin America. No general freezing order has been
issued affecting Axis-controlled funds. Although the acoounts of
Japanepe actually resident in Argentina are frozen, the funds and
assets of other Japanese nationals are not thus controlled. In
general, the control measures affect all belllgerent powers alike,
little diserimination being made between the Axis Powers and the United
Nations. Morecior, the numerous exceptions permitted to the regula—
tions and the relatively free issuance of licenses to residents of
certain neutral countries may have facilitated transactions benefiting
the aggressor poweras.

Bationing of pcarce materials.

The supply situstion in Argentina since the ocutbreak of the war
hes been gomewhat more favorable than in most countries of Latin ’
America. In general stocks of basic necessitles have been ample;
among products of domestic origin rationing has been necessary for
. fuels only. TWartime export restrictions adopted in other coumiries

and the lack of shipping, however, have brought about serious short-
ages of materials customarily imported, especially iron, steel, and
other mstals, petroleum, ocal, chemicals, industrial machinery,
Tubber, and Jute bagging.

1/ Withdrawals from these accounts appear to have been authorized
for the following purposes: (1) Remlttances through compensation
accounts; (2) transfers to open mccounts in the name of others resi-
dent in the same country; (3) payment of local expenses for cablea,
postage, taxes, and banking commlissions; (4) current expenses orlgi--
nated by real estats situated in Argentina; (5) payments to shipping
conpanies for expenses incurred in the country; (6) peyment for insur-
ance contracted in Argentina; (7) family maintenance expenses;

(8) payments to local newspapers and magazines; apd (9) acquisition
of bonds and other securiiles, if deposited in the controlled account,

2/ Exscutive Deoree No. 110790, Jan. 8, 1942,

3/ Ixecutive Decres Nos., 122712-12271, June 15, 1942.

4/ Exscutive Decree No. 122882, June 17, 1942,
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. By the terms of the Anti-Profiteering Law of September 1339, v
commodities such as food, clothing, household goods, constructiom
materials, and fuels were declared to be "of Publicutility® and
subject to regulation or expropriation. No over-all systea of
rationing has been organized, however; from time to time warious
existing or new agencies have been authorised to supervise the dis-
tribution of scarce materials. For petroleun and other fuels, auto-
mobiles, iron and steel, rubber, and & few other commoditiss, special
rationing comnissions have been established; for other material,
including wire, -metals, jute bags, drugs, photographie films, and type—
writers, the Minlstries of Agriculture and Finance or the Central Bank
have been designated as the control agencies., In still other
instances the rationing authority has been the Export and Industrial
and Commercial Development Committes (Comité de Exportacidn de
Estimulo Industrial y Comercial), These agencies have acquired mer—
chants t5 declare their atocks of numerous commodities, have imposed
rationing programs, and frequently bave expropriated specifiec stocks
of materlals, including jute bags, formsldehyds, electrical supplies,
quinine, rubber, and construction steel.

The industrial life of Argentina Las probably been more sericusly
disturbed by shortages of fuel than of any other class of commodities;
imports of coal in 1942 declined to about 20 percent of those in 1939.
In October 1940 a National Fuel Commission (Comisién Nacional de Com—
bustibles) was created,with wide authority over the importation and
allocation of fusls. &/ This agency undertook an extensive program
to curtail the consumption of coal and to promote the use of subati-
tutes. Consumption of coal by railroads in 1941 1a reported to have
been restricted to 60 percent of that in 1940, and consumption by
electric utilities to about 85 percent, Importears of coal and other
fusls were required to purchase for use as fusl specified quantities
of Argentine corm. In July 1942 a new rationing agency, the Office
for the Diatribution of Fuel (Oficina de Distribucidn de Combustibles),
was created under the supervision of the Ministry of Agriculture. 275
Efforts have bean continued to restrict the consumption of cocal and to
substitute other products; the exportation of coal, as well as that
of the products of industries which are major consumers of coal, has
been prohibited and the working hours of certaln factoriss have been
restricted. Use has oeen made of mumerous substitutes, including
corn, linseed, bagasse (from sugar mills), qusbracho byproducts, and .
alcohol. About 1 million tons of corn and oilseed wers consumed as ..
fuel in 1943, .

The Office for the Distribution of Fuel has been concerned prin-
eipally with petrolsum and its products. Argentina 18 dependent upon
imports for an important part of its petroleum requirements., As
early as October 1941 the Ministry of Marine was aunthorized to purchase
stocks of all types of fuel, and the Ministry of Agriculture was
empowered to ration such products through the IFF, the Government-
owned oil company. In August 1942 the Office for the Distribution of
. Fuel prohibited the sale of gasoline on Saturdays, Sundaya, and holi- &/
days., Soon thereafter a system of gasoline rationing was instituted,
and sn Advisory Gasoline Rationing Coxmission was established to

Law No. 12591’ Sapt- 8,Jigzgooct 16 1941
* 2/ Executive Decres No. 10 - . -
2/ Executive Decree Ko. 125324; July 23, 1942.
tive Oct. 6 1942. .
5/ mnuons No. 5‘785, Sept. 24, 1942; Ro. 36832, Nov. 23, 1942;
Noo 36875, Mov. 24, 1942; and No. 27513, Nov. 20, 1942.
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advise the Ministry of Agriculture and the Fuel Office. Since then
gasoline has been rationed throughout most of the country. lMotor
vehicles have been classified according to the servicea which they
render, and allotments have been made accordingly. Since March 1943
the Office for the Distribution of Fuel has operated under the super-
vision of the YFF. 1/ By a number of dedrees in 1942 and 1943, the
commerclal use of electric power was gubjected to regulatlon in orxder
to conserve available stocks of fusl,

Since March 1942 the mamufacture and distribution of rubber and
rubber produets have been subject to the control of the Commission for
the Distributiob of Rubber (Comiaién de Distritucién del Caucho) 2/
which functions as & branch of the Export end Industrial and Commercial
Development Commissiom. The Rubber Commission hes rationed stocks to .
manufacturers and hag determined what products they may produce from
natural, reclaimed, or synthetic rubber, It hap exercised the power
of expropriztion of certain stocks and has conducted campaigns to

reclaim ysed rubber. In October 1942 rationing was applied to
tires. 275

. On February 20, 1942, importers of automobiles agreed to ceagse all
salee of motor vehicles until & rationing program could be placed in
effect. A month leter the Commlasion for the Control of Motor Vehicle
Rationing (Comisifn de Control de Racionariento de Automotores) was
created under the joint supervision of the Ministries of Agriculture
and Financo.ﬁ/ - This agency rations the sale of new vehicles and has
general control over the importation of automobiles and light trucks.

The first important measure to conserve irop and steel was taken
in 1939, when their exportation was prohibited. In July 1942, the
Iron and Steel Ratloning Commission (Comisidn de Racionamlento de
Hierro y Acero) wes established. &/ It was instructed to make an
inventory of iron and steel preducts in the country and to control
their distribution and prices. It may, if necessary, expropriate
existing supplies. Merchants have been required to declare their
ptocks and to obtain permits from the Commission before buying or sell-
ing such merchandise. In Merch 1943 the Commission became an agency
of the Export and Industrial and Commercial Development Commission.

_Other metal products, principally wire, fencing, tin plate, and con-
struction materials, have bsen made subject to control, either by the
Ministry of Agriculture or by the Development Commiseion.

Acute shortages of jute bugs and begging heve caused difficylties
for many producers and processors of agrichltural commodities.
Humercus measures have been invoked to cope with this situation: to
discourage exportation, e tax has been lmposed; the use of jute
bagging has been prohibited for a number of industriel purposes; and
control over the trade has been veated the Textile Container Divi-
slon of the Miniastry of Agriculture. i/ The Centrel Bank, the
Ministry of Agriculture and the Export and Industrial Development and
Commercial Commission have exercised considerable control over the use

Executive Dacree No. 144346, Mar, 4, 1943.
Executive Decree No. 117107, Mar. 31, 1942,
Executive Decree No. 133238, Oct. 30, 1942.
Executive Decree No. 115992, Mar. 20, 1942,

See the section on export and reexport controls.
Executive Decree No. 125132, July 20, 1942.
Executive Decree No. 117859, Apr. 15, 1942.
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and distribution of warious chemical, pharmaceutical, and medicioal
products., Other commodities which similarly have been subject to
reguletion include typewriters, newsprint, alechol, photographie films,
soap, and edible oils. .

An attempt was made in March 1944 to coordinate all rationing
activities under the supervision of one agency, the Natlonal Rationing
Council (Consejo Nacional de Racionamisnto), L Information as to
itas program 1s not yet availsble, In addition to its authority over
rationing and price control activities, the Council is charged with
the "development and defense” of industries of "™aational interest,”
It may propose additional customs duties or import quotas to foster
new industries. ’

ice ¢ .

Because of the mors favorable supply situatlion, particularly with
respect to the basic necessiiies of life, Argentina has had less need
for price control during the war than many other countries. No over-
all gystem of price control has been put into operation, and no single
agency has bosn delegated to supervise the messures which have besn
adopted, Price restrictions for rubber and tires have been adminis-
tered by the Commiesion for the Distribution of Rubber; econtrols for
jute and jute bagging have been instituted by the Division of Textile
Containers; and the National Meat Board has fixed retail prices for
meat. It would appear, however, that price-control activitles are
being centralifed in the Bureau of Supplies (Direccién de Abasteci-
rniento) which operates under the Ministry of Agriculture.

The Anti-Profiteering Law of September 1939 estab¥lshed maximum
retail sales prices for foodstuffs, elothing, household goods, con-
structign materials, end equipment for lighting, heating, and sanita-
tion. 2 The Executive was authorized to add other commoditiss to
the list of those subject to comtrel. The initial prices fixed were
the average prices prevniling in each section of the country during
the first half of August 1939. Thereafter prices were subject to
adjustment by the Executive, whose authority extended over wholesale
and retall prices, as well as over those charged by manufactures end
middlemen. The National Commission for the Control of Suppiiea )
(Comisién Nacional de Abastecimiento) was created to administer this
law, During the rest of 1939 the authorities appear to have been
quite energetic in enforcing price ceilings. Frovinelal and terri-
torial supply commissions, together with technical subcommisaions for
individual products were organized. Merchants were quite united,
however, in their opposition to the new controls. On January 17,
1940, the Supplies Commission was dissolved, and its functions and
staff ware transferred to the pijyioualy mentioned Bureau of Supplies
of the Ministry of Agriculture. 2 )

,  In May 1942 a new agency, the Special Commission for the Cantrol
of Supplies {Comisién Especial de Control de Abastecimiento) was
ereated to enforcs that vortion of the Anti-Profiteering law relating
to food and clothing. A/ Reports indicate that this sgency was not

1/ Executive Decree No. 6855, Mar. 18, 1944.

_2/ Law No. 12591] Septu 8, 1939.

3/ A Technical Council on Supplies was crsated (Executive Decres
No. i18201, Apr. 21, 1942) to act in an advisory eapacity to the
Ministry of Agriculture; this council was abolished by Decree Ka.

130010, Dec. 24, 1942. .
4 Executive Decres No. ]209_32, May 27, 1942.

>
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very succesaful in controlling prices of buslc necessities. Late in
1942 and early in 1943, however, it beceme wore active, but, apparent-
1y because of its unpopularity, the new Government replaced it in

1943 by the Bureau of Supplies of the Ministry of Agriculture. 1

With an enlarged staff, this agency has undertaken a more vigorous
program of control and enforcement. Numerous decrees have been lssued
establishing meximum retail prices, principally for food products,
Further attempts at control heve related to commarcial and industrial
supplies; maximum prices have been fixed for such commodities as
cotton yarns end fabries, photographic films, cement, iron and steel
products, gypsum, lead, and fuels.

Despite the relatively favorable supply situation of Argentina,
the cost of living has risen considerably since the outbreak of the
war. The increase, however, probably has been less marked than in

any other country of South America. The offlcial index of the cost
of living in Buenos Aires indicates an increase of about 20 percent
between 1939 and January 1, 1944. The actual rise 'in the cost of
living is probably greater than these figures would indicate; whole-
sale prices, for example, have increased more rapidly; the officlal
index of wholesale prices in Buenos Aires rose by nearly 100 percent
during the same period. Most of the increases were in the prices of
nonagricultural commodities, A number of factors have combined to
produce this upward tremd in wholesale prices. It reflects the
expanaion of industrial and agricultural production in Argentina dur-
ing the war and the increased incomes resulting therefrom. Argentine
exports have increased materially whereas imports, because of wartime
restrictions in other countries, have declined. The strong export
trade balance of the country and the other factors which have been
enumerated have céntributed to an expansion of bank reserves with fur-
ther inflationary effects. .

. Export and reexport controls,

A8 a result of the war, & comprehensive system of export and
reexport controle’ has been developed. Measures have been invoked
principally to husband Industrial supplles and basic articles of con-
sumption. Im 1939, immediately after the ocutbreak of the war in
Furope, the Executive was granted extensive authority to ration essen~
-tial materials and to control pricoa.g/ Among other powers, he was
authorized to limit or prohibit the exportation of articles of prime
necassity, including food, elothing, fuel, medical supplies, and coh-
structlon materials, whenever the needs of the gountry required,
Numerous decreas subzequently have besn promulgated to carry ocut this
program. |

. 1/ Executive Pecree No, 1117, July 5, 1943.

2/ law No. 12591 (Anti-Profiteering law), Sept. 8, 1939; see that
section on price control,
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The restrictions which have been employed generally fsll into one
of three classes: (1) Outright prohibition of exports of some articles;
(2) eontrolled exportation, by means of a prior permit system, for
wany important commodities of domestic origin; and (3) reexport con-
trol for essentlal supplies of foreign origin. kuch of the work of
administering these controls has been delegated to the Export and
Industrial and Commercial Development Commission, 1/ which is author-
ized to issue export permits and to mssign export quotas. Many of
the more basic Argentine articles of export have, of course, been free
from control. »

Evan before the outbreak of the war, measures had been adopted to
yreserve essential suppllies of domestie origin. Beoause of the inter-
naticnal situation the exportation of all types of motor fuel was pro-
hibited on September 2, 1939, An important decree shortly thereafter
prohiblted exports of numercus metal producte, including iron, steel,
copper, sluminum, antimony, sinc, chromium, nickel, bronze, and
brass, 2 From time to tlme other products have been embargoed, in-
oluding,for example, potatoes, jutae, tin, newsprint, cleaginous seeds,
sugar, fuel, and horses. ‘

The exportation of many other products, though not completely
prohibited, has become subject to Government control., Export permits
ordinarily have been. required for such commodities, although some have
been subject to quotas established by the Export and Industrial Devel-
opment Commission. These restrictions have been directed to two
distinct objectives: most of them have been imposed to assure, as far
as possible, an adequate domestic supply of essential materials;
others, to establish export standards for Argentine products. Since’
1939, in order to preserve the domestic supply, the Government bas pro-
hibited, except by prior authorization, the exportation of numerous
commodities, including beans, chickpeas, coffee, cacac, tes, flour,
honey, molasses, potatoes, rice, lard, soap, textiles, cotton fiber,
lead, tin plate, alcohol, hides, salt, and paper products. When the
domastic situation has warranted 1t, momg of these restrictions have
been relaxed. Outright export quotas}/ hava been established for-
other commodities, including cotton yarns, metal stampings, ollseeds;.
bicyeles, and razor blades. )

_ Recommendations made in recent years by marketing experts have
indicated that the standardization of grades and the adequate labeling
of thelr products would prove advantageous to many Latin American
industries, For many years the Government of Argentina has been
active along these 11nea\, gome of the work of the agricultural con-
trol boards has been directed to these objectives. To enhance fur-
ther the reputation of Argentine products in foreign markets, the
Government, on October 27, 1942, delegated extensive suthority to the
Export and Industrial and Commercial Development Commission to develop
export ptandards, to require prior export permits for products thus
subjected to control, to hear complaints, and to impose penaltiea upon
exporters found gullty of shipping inferior merchendise. Since that
tims, standards for. a number of products have been established.

y Exocutive Decree No. 132595, Oct. 8, 1942.
2/ Executive Decree No. 42631, Sept. 21, 1939.
2/ nﬂwu“ Decree No. 116000, Mar. 20’ 1942.



&

v

To supplement the many restrictions on the exportation of products
of domestic origin, reexport control was established for certain for-
eign produots. Although other Latin American countries have smployed
similar controls primarily to prevent the reshimment of such products
to Axis or Axis—controlled countries, Argentina appears to have
exployed them principally to protect ite domestic market from "the
withdrawal of merchandise, raw materlels, and indispensable articles.®
The most important control of thls character was established by a
decree of August 1941 which prohibited the reexpert of all articles
gubject to export licenses in the supplying markets. l/  Moreover,
articles manufactured from such imports may not be exported without
prior authorization. Other import products have been subjected to
reexport control when deemed eseentisl to the domestic economy; among
these have been medicinal and pharmaceuticel products, jute and bur-
lap, patural rubber, and minerals such as barium, bismth, borates,
gypsun, titanium, and vanadium.

Post-War Problems Relating to Controls
and Commercial Polley

In the interwer period Argentina was the principal exporting
country of Latin America and one of the leading exporting countries
of the world., Ordinarily, it supplied three-fourths of the world's
exports of flaxseed, corn, chilled beef, and quebracho; one-third of
the rew hides; .nd one-fourth of the wheat (imcluding flour). The
economy of the country is, therefore, highly dependent upon its
foreign trade and, hence, upon the state of international trade in
general,

The importance to Argentina of foreign markets for its export
products did not prevent the development, in the 1930's, of a
decidedly restrictive commerciel poliey with respect to imports, in-
volving not only the continuance or increase of tariffs, but alsc the
. use of lmport quotae, disecrimlinatory exchange control, and bilateral
clearing and payments agreements. Argentina resorted to these
devices, however, in the midst of a general deterioration of inter-
national economic relaticns, when other countries were raising tariff
duties and having recourse to other measures which restrict and chan-
nelize trade. In fact, Argentina's resort to a program of bilaterasl
trade-balancing was largely due to the adoption of similar policies by
European countries, and to the strained balance of payments position
of Argentina during a large part of this period. Important too in
thie connection was the expansion of British imperlsl preference after
1932 and the development of quota and bilateral clearing systems by
various Furopean countrlies which were importeant markets for Argentine

L/- Executive Decres No. 97752, Aug. 25, 1941,
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products, Also important was the dmatic'ﬁeﬁ?fﬁs’ﬁ%rg;’f of the
principal Argentine export products, and the difficulty of maintaining
exporte sufficient to pey for current imports and to provide for the
dervice of forelgn debts.

Argentina's restrictive and bilateral trade-balancing practices
affecting imports, however, have comstituted but one phase of a
national political and economic program, more aggressive, perhaps,
than has been employed by any other Latin American country. As inm
meny other nonbelligerent countries, government control over industry
and trade has in some aspects been expanded during the war. Moreover,
wartime conditions, together with positive governmental measures,
have contributed to the further diversification of domestic indus-
tries. After the cessation of hostilities, therefore, Argentina will
be faced with the necessity of meking crucial decisions as to the
direction of its foreign-trade policies.

Because of the importance of exports in 1ts economy, Argentina
would, of course, benefit from a general expansion of world trade on
the basis of nondiscriminstory treatment and the multilateral lower—
ing of trade barriers. Such a reversiocn of policy, however, could
not be accomplished by the unilateral action of Argentina. If the
~ pountries which sre the prinecipal markets for its products should

pursue the same restrictive and bilateral balancing policies in the
post~war ep 1ln the pre-war perlod, and if countries competing with it
in the world export trade should continue the policy of subsidizing
exports,’ Argentina might find it expedient to pursue similar policies.
Such practices, however, scarcely seem deslgned to promote the most
efficient use of the country's resources. They tend, in fact, to
nullify the distinct edvantages possesged by Argentina in the produc—
tion of beef, flaxseed, corn, and a number of other products. Stated
more genarally, they tend to eliminzte the benefits of multilateral
trade, whereby exporters may sell wherever they can receive the most
profitable prices and importers may buy goods of the types and quali-
tiea desired wherever they can obtain the most favorable terms,
Moreover, the policy of bilateralism often provokes retaliatory
measures by other countries and serves further to obstruct the haalthy
developzent of internationsl trade. ..

Thus it would be to Argentina's advantage to joln with other
nations in an effort to return to less restrictive trmde practices
based on the principle of equality of treatment for all nations.

Thie would, of course, involve the nonpreferential treatment of
imports from Argentina on the part of countries having import balsnces
in their trade with that country, and would include the unfreezing by
the United Kingdom of sterling balances which have been blocked during
the war, (n the part of Argentina, it would involve extending (not
only in ths matter of tariffs but also with respect to foreign
exchange) equal treatment to all countries not discrimineting against
its trade. Argentina, in fact, agreed provisionally to extend such
treatment to the United States in the 1941 trade sgreement between the
two countries, This pledge has not yat become effective but is to
become so as soon as it 1a poasible for Argentina to convert its ster-
ling balsnces into free currenciss,
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General sgreement among countries to eliminate exchange control
and other nontariff devices for restrieting foreign trade, together
with general acceptence of the principle of equal treatment, would
getrengthen Argentina's export position. At the same time it would

pernmit the gradual and sound development of its manufacturing and other
industries.

The agricul: ontrol -

As would be expected from the fact that the-Argentine economy ie
essentially agricultural, some of the more important measures of
ecottomic control imposed during the 1930's were deaigned to relieve
distressed conditlons pertaining to the preductlon and distribution
of certain sgricultural commodltles. Through the agricultural con-
trol boards, signlficant improvements have been made in methods of
production and marketing. The developmental and promotional activi-
ties of the boards have been concerned principally with the long-
range commercial possibilities of agriculture. Controls designed to
stabllize the industries by the more orderly marketing of products and

the elimination of surpluses, though perhaps temporary in character,
have alac boen effective.

In the future the Argentine economy will depend materially upon
the ability of the country’s agricultural industries to maintain their
position in world markets on the basls of productive efficilency.

There may be periode, however, when sgrlecultural surpluses and abmor-
mally low prices may justify restriction of production and of marketing.

During such periods the Govermment will be faced with the delicate
task of assuring that such controls are administered in the long-run
intereat of the country, and thet the marketing restrictions employed
do not inflict permanent damage to the industries they are presumed .
to benefit. In the past, when programs of this type have been
adopted in other countries, the restriction of domestic preduction and
the control of prices huve at times led to an expansion of production
in competing countrles or to the encouragement of submarginel producers
at howoe, creating eventually new surpluses and new dislocations.

!Ige quebracho pool,

The efforts of producers of quebracho extract to control produg-
tion and prices of their product bave encountered some of tha diffi-
cultlee which producera of raw materiale elsewhere have experienced
in attempting to "rationallze" their industries., Since 1900 saveral
combinations among quebracho producers have disintegrated because
individusl firme have refused to abide by the terms of the agreements
concluded. Partly as a result of the undue price protection afforded
by the combinations, productive capacity has expanded Iin excess of
demand, It is true that the awailability of alternate sources of
supply of quebracho itself are limited; therefore, at ledst for the
4¢ime being, the short-run demand for quebracho extract is fairly
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ingensitive to price changes. This fact contributes to the effec—
tivenass of more or leas temporary agreements. Over a longer period
of time, however, new areas of supply may be developed. Hore impor-
tant still, the production of other tamning substances may be expand-
ed, and the use of alternative tanning processes may be developed.
The more effective the immediate controls zre im restricting produc-
tion and incressing prices, the greater 1s the possibility that per=-
manent injury may be done to the broader national interest in the
dindustry. As in the past, the attempt to meintain high prices,
moreover, might lead t¢ further expansion of productive faclilities
in the Argentina-Paraguay quebracho industry, and to the ultimste
break-dom of the cartel itself.
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