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Mr. George Perazich November , 969

Enrique Lordau

CHILE .- Economio Mission - Industrial Work

1. On or about November 8, you will proceed to Chile to participate
in the Bank's economic mission as industrial economist. The main questions
to which you should add.-ross yourself, within the rather tight time con-,
atraints of the mission, ares

a. an assOsment of proaent public policlea regarding their
effects on efficincy ond growth in maimnfacturing. This
should include inter n:U a a roviow of tho adoquacy of
present industrT=a rodi7 Pcilitlos, intoroat rate polici.s,
fiscal incentivon (positivo or negativo), price control3 and
protectionist policies (tariffs, quantitative rostrictions,
prior deposits, etc.). To tvhat extont can present policies
be shcnm to produce major distortions in the structure of
production and lead to unduly high costs, and what feasible
alternative policies can be suggested?

b. an assessment of the adequacy and economic rationale for
ongoing and planned public sector investments in industry;

c. in what lines of manufacturing production can an ecport
potential be identified, and what policy changes would
seem to be required to realize such a potential?

d. what should be the role of oxternal offIcial financing
institutions - e.g. IRD - in support of efficient indus-
trial growth in Chile, and what key sectoral policy changes
should be sought in connection with such support?

e. a description of recent and expected trends in output and
employment, including a chtars.cterization of wages and social
policies and their impact on costs.

2. To achieve sen of the above ends, you should attempt, lr ia,
to construct some indusbrial profile that can be matched againAt :7i-Ial
data fron, some other relevant countries. Thb.so profiles would be in terms
of a variety of physical and monetary yardsticks such as physical output per
worker and per unit of installed oap.acity, electric power consumption per
employee, quantity of raw material consu ed per physical unit of output,
capital output ratios and-eosts of primary materials and wages as a percentage
of the value of output. International comparisons facilitated by thise
yardsticks should be made particularly with a view to evaluating export
potential and the efficiency of import substitution. Industrieq which may
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merit such analyses includo, int r aTV, pulp and paper, fishing arid fish

Proconsinf, Votable ad Iru~i~cnlk iron and steel potro-chemnic1s,

other, intermediate chonicals, corient, hobsehold appliances and textiles.

The copper industry will be investigated by other mission personnel.

3. Upon returning to Washington you should prepare a report on your

findings, suitable for incorporation into the final report of ta mIisdon.
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