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THE RELATIONSHIP BETWEEN POPULATION GROWTH, CAPITAL FORMATION
AND EMPLOYMENT OPPORTUNITIES IN UMDER-DEVELOFED COUNTRIES

Raul Prebisch &
1, On this occasion I smll refer particularly to economic development in
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firstly, the absorption of the rapid growth in population and, secondly, the
low productivity of labour,
Iatin America as &8 whols has the highest rate of demographic growth in
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millions; the recent annual rate of icrease has been 2,2 per cent, or 3,7

milllon inhsbitante. of which 1.5 millions are incornorated into the Japour
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population ie still employed in primery production, miinly agriculture, while

in Argentina, basically an agricultural country, this propcrcion barely amounta
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possibilities, also shows a similar contrast on a large scale, The consequent
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problem of immigration from overseas,

3. With regard to the relatively sparsely populetsd countries with land
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L, The stage in which Latin American growth was directed almost exclusively

f-}ﬂﬂmyﬁrr“a mawnlad haa vint.n. 4:4.—4- da on anAd . Thidn Adnasr nat dreanlvw +hat
[

ﬁiillllllllllllﬂﬂ ...

full utilization is being made of every opportunity for insveasing exporte, nor
that grave errors are not sometimes committed in wasting such opportunities,

But, even in the best cases, the shift of the active population from primary

production to induetry and servicee 1s an inevitable feature of develoyment.
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In general this is still an inciplent process, Between 1940 and 1953 the
industrial labour force in the reglon as a whole increased by 3,7 per cent

gopuvally, yhiles the gnnugl risg in the agrienltural lahnpp forre was haralv 1.2




rate of 4,9 per cent in the gross product of Latin America as a whole,
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whose recurrence appears imprcbable, The principal o .ems=:t was the improve-

ment in the terms of trade, folleving the serisus deterlorstion during the

thirties, Approximately one fif<h of the overall rise in ihe gross product
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The improvement in the terms of trade hae not only directly influenced
#
the gross product, but it has alsc dons so indirectly by permitting larger

capital investments, The gross investment rate </during this entire peried
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20 per cent would be neceseary,Z/ which 12 equivalent to a net rate of 13,3

per cent, In order to understand its significance, it 1s necessary to recall
that, during the years of the most favourable terms of trade, investment
reached a maximum gross coefficient of 18 per cént for.Latin America as a whole,

Of that net coefficient of 13,3 per cent, epprodmately 4.4 per cent
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8. Let us now look st the probable size of forelign capital requirements,

I'ﬁ vguld no} be advisshle fp calgnlate ap.actual saviner anafficdant hicher
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this problem has not received all the attention it deservea. 12/

13, The nature of this paper only permits a very general outline to be
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tion in the process of economic growth. Naturally, t.he‘\ accumlation of
capital is only one raquisite, although a fundamental one. Nevertheless,
it does not necessarily follow that Latin America will be able to expand
during the next twenty-five years at the propused rate even if the requisite
. éapital is available, There are other formidable obstacles to be overcoms,
such as the proper utilizatlon of the land, the training of the labour force
and the preparation of experts, In the last instance, an accelerated rate
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STATISTICAL APPENDIX
Table 1

| LATIN AMERICA: POPULATION, GROSS PRODUGT, QUTPUT
AND AVAILABLE CAPITAL, 1940 - 53

3940 1953 Anmal rates
of change
1940-53
(percentage)
Total population (millions) 125,0 166,9 2.2
Active population (millions) 443 58.3 2.1

~Percentage of active population
to total population 35.0 35,0 -
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Effect of the terms of trade in
relation to 1953 (millions of
dollars at 1950 prices) " =-2,100,0 - -

Effect of the terms of trade in
relation to 1953 (per centage
of the gross product) . =9.4 - -

Output (miliions of dollars at
1950 prices) 24,937.0 41,577.0 4,0

Existing stock of capital
{millions of dollars at

1950 prices) 53,300.0 90,446,0 4,2
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IMPORTS AND DOMESTIC CUTPUT OF CAPITAL GOORS, 1940 - 1953
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1940 1953  1940.53 1940 1953
{annual (percentages
rates of of gross
exchange) product)
Gross investment 2,774 5,954 6.0 12,4 14,3
Net investment 1,120 3,119 8.2 5.0 7.5
Capacity for external
payments 3,195 7,242 6.5 14,3 17.4
Capacity for external
payments a/ 5,295 7,242 2.4 23.6 17.4
Imports of capital goods 692 1,650 6.9 3.1 4.0

Domeatic ocutput of

o — — e v G, g re-

i




Teble 3
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PRODUCTIVITY BY SECTORS OF ACTIVITY, 1940 - 1953

Active Grose Gross product per
ation product active person
1555252"‘153; 1940 1953 1940 1953
{millions of {(mi1ilons of {dollars at 1950
persons) dollars at 1950 prices)
prices)
Agriculture and
livestock 7.5 33.9 5,995 10,284 216 303
- Mining 0.4 0.6 é14 1,680 1,511 2,800
Industry and .
construction 6.0 9.6 5,491 10,639 916 1,108
Transport and public
utility services 1,3 1.9 1,559 2,903 1,165 1,528
Trade, government and
other services 2.0 12.3 8,?03 16,071 966 1’307
Total 4.3 58,3 22,387 41,577 505 713

(percentage of each sector in the total) (all activities = 100)

Agriculture and

livestock 62,1
Industry and
construction 13,5

Transport and public
utility services 3.0

Trade, govermment
and other services 20.4

Total 100,0

58.1 2646 24.7
*1,0 3.0 4,0

16.5 24,5 25.6
33 7.0 7.0

21,1 38.9 38.7
100.0 100.0 100.0

(anmal rates of change, in percentages between 1940 and 1953)

Agriculture and

livestock 1.4
Mining 2.4
Industry and

construction 3.7

Twanenort and rublic

4,0
743

5e2

42,8 42,5
289.5 392.7
181.5 155.4
230,7 214,3
191.3 183.3
100,0 100,0

2.6
4.9
1.5



Raul Prebisch l/
Summary
This paper discusses the rate of economic growth in Latin America znd the
absorption of population increase. The assimilation of technical progress ard

the transfer of active population eémployed in primary production and other

gotixitinn AF Ve mmndnatinitsr ta dndnctrr and nonrrinsang Ana nonlvrad an ~Acocankdsl







