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E. Louise PErFrER

STATE INTERVENTION IN THE
ARGENTINE MEAT PACKING INDUSTRY,
OCTOBER 1, 1946-DECEMBER 31, 1958%*

In June 1946 when Juan D. Perén became President of Argen-
tina, the meat packing companies* engaged in the export trade were rated among
the most efficient and prosperous branches of Argentine industry.? Perdn’s inter-
vention in the export trade in August 1946 reduced them to mere “slaughtering
and shipping agents” (I, p. 5) of the Argentine Trade Promotion Institute
(IAPI), the government agency assigned the function of producing the revenues
needed to support Perén’s domestic program of industrialization and social re-
forms. Beginning with October 1, 1946, the companies began to experience
operating deficits, and continued to do so for the next twelve years—deficits
which necessitated government subventions to keep the plants in operation;
subventions which became increasingly unpopular politically as they became
increasingly burdensome to the government financially. This is the account of
the financial vicissitudes of the meat packing industry—and of the Argentine
government—in consequence of the meat policy initiated by Perén.

* This paper has been read in part by Dr. Juan Llamazares, Minister of Commerce in the Provi-
sional Government of Argentina, November 1955-1956; Dr. Antonio R. Vidal Serin of the Bank of
the Argentine Nation, and Mr. Calvin F. Reed, of International Packers, Inc., in addition to my
collcagues Merrill K. Bennett, Roger W. Gray, Richard J. Hammond, and William O. Jones. 1 am
also indebted to Dr. Llamazares, Mr. Reed, Ing. Agr. Eduardo A. Descalzo of the American Embassy
in Bucnos Aires, Miss Isabclle Entrikin, Assistant U.S. Cultural Attaché in Argentina, Dr. Lorenzo
Dagunino Pastore and Miss Pear]l Olmi of the Institute of Production of the Faculty of Economic
Scicnces of the National University of Buenos Aires, Dr. Arnaldo Musich, and Dr. Jorge Tristan
Bosch of the Argentine Fulbright Commission and his staff for helping me collect information for
this article while I was in Argentina.

1 For convenience, the term “meat packing companies” is used to translate the Spanish term,

empresys frigorificas, which in its broad Argentine connotation means more than establishments with
cold storage chambers., There are plants in Argentina which do have such facilitics, yet do not come
within the meaning of the term. Originally it applied only to the large forcign-owned companies
engaged chiefly in the export trade. Later, after adoption of a system of minimum guaranteed prices
for export steers in 1941 (2, p. 152), regional processors specializing in canned meats and meat
extracts, who were made subject to payment of the official prices in 1942, were also included in the
broad general listing (although their production is segregated in official statistics). Still later, certain
companies located in the vicinity of the Federal Capital, Buenos Aires, were required to pay official
steer prices, and they now are comprehended in the meaning of the term for statistical purposes.
. . *According to the industrial census of 1946, carried out March 26-27, 1947, the meat packing
industry ranked second only to manufacturers of yarns and textiles in the number of employees
Teported on the day the return was made (3, pp. 30-45). It was second to the same branch of the
textile industry in total payroll and value of total production for the year 1946, and topped all other
industries by 66.5 per cent in the value of domestic primary products uscd.
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STATE INTERVENTION PRIOR TO PERON

Intervention in the Argentine meat trade did not begin with Perén. Effective
intervention was first introduced in 1933 with the passage of Law No. 11,747,
the National Meat Law, which was basically regulatory in intent. It was adopted
to protect cattle producers from possible unfair fixing of cattle prices by the
foreign owned companies which at that time had a complete monopoly of
Argentine meat exports. Treaty commitments to the United Kingdom during
the 1930’s further involved the government in matters bearing on the meat export
trade with that country and paved the way for the series of meat agreements
which governed the meat trade between the two countries from the outbreak
of World War II through the first half of 1954. The third stage of intervention
was introduced in January 1941, when the Argentine government established
minimum prices for export-type steers, which prices only the packing companies
engaged in the export trade were obliged to pay.

Despite the broad powers over the cattle and meat trade which these develop-
ments reposed in the Argentine government, it had restricted itself largely to
safeguarding Argentine cattle interests and refereeing and negotiating the meat
trade with the United Kingdom. Yet the system that had evolved in connection
with the performance of the several functions described lent itself to Perén’s
purposes when he decided to interject the government actively into the foreign
trade field.

The Meat Law of 1933 created two new entities, the National Meat Board
and the Corporation of Argentine Meat Producers, a government sponsored
co-operative, both of which were to be financed by a tax on each head of livestock
sold in the country.

The tax was deducted by the buyers from the prices paid to producers or
commission men, and Meat Board inspectors were posted in cattle markets and
packing houses to maintain a record of all sales and all taxes collected. Addi-
tional staff and more records were added with the introduction of official steer
prices because in each case the applicable price, expressed on a dressed weight
basis, was determined in accordance with a system of carcass grading at the
slaughter floor. Prewar treaties with Great Britain limited the amount of Argen-
tine meat that would be admitted to that country in any year, and the Meat
Board assigned quotas to exporters and cleared all shipments accordingly; this
it continued to do when the two governments took over control of the trade,
Under the meat agreements, payment was made directly to the Argentine gov-
ernment, which in turn reimbursed the packers. (The meat agreements will be
referred to hereafter as “contracts” to distinguish them from the more general
trade agreements into which they were incorporated in the postwar period.)

For the term of a given contract the Argentine government received either
a stipulated amount of sterling (or credit for it in a blocked account in the Bank
of England) for stipulated amounts and kinds of meat, or stipulated unit prices
for each kind and form of meat delivered. F.ob. prices for meat shipped under
each contract were fixed by the government on the basis of the expectations
under the contract. Since the United Kingdom on its own account, and, from
1942 on, in behalf of the United Nations, was almost the only market for the
more expensive meats and by far the largest buyer of all types of Argentine
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meat, these prices set an upper limit to what the packers could expect to earn.
In the case of steers, which made up the largest part of the beef shipments, the
official prices were the lower limit, so that the spread between these two fixed
limits had to cover all other costs, overhead, reserves, and profits. (The same
was true of Patagonian sheep, but since they do not figure prominently in the
subsidy story, they are ignored in this account.) Intent upon passing on to the
cattle producers as much as possible of the meat prices established by the British
contracts, the Meat Board, when formulating official prices, limited the packers
to “reasonable profits” but in exchange relieved them of the risks attendant upon
free trade.

INTERVENTION IN THE MEAT TRADE UNDER PERON

Only the last listed item did not appear to fit into Perdn’s scheme of things.
Perén’s program was to be financed by siphoning off a part of the profits earned
by exports of Argentina’s main agricultural and livestock products, but it was
not until seven months after IAPI’s trade monopoly was instituted that the meat
packing industry learned that, in so far as it at least was concerned, the govern-
ment meant @/ profits.

A new four-year meat contract with the United Kingdom was concluded on
September 17, 1946, shortly after IAPI’s export monopoly had been instituted.
Miguel Miranda, Perén’s economic minister and effective head of IAPI, had
taken over from the National Meat Board the negotiation of contract terms.
The Argentine Central Bank, of which he was also effective head, drew up a
new schedule of steer prices—announced in late November without consultation
with the Meat Board—which ranged from 22.9 to 36.0 per cent (average, 28.8
per cent) higher than those in the previous schedule (August 22, 1945-Septem-
ber 30, 1946), derived from the 6th British contract. The haste with which the
list was published led to misgivings, partly as a result of the fact that, although
the new meat contract was to rule from October 1, 1946, the only definite state-
ment on prices in the published terms was that the British would pay at least
45 per cent more than had been paid in the first meat contract (around 7 per cent
above 6th contract prices), and that definitive prices, when agreed upon, would
remain in force until September 30, 1948. In addition, the British made a single
cash contribution of /5 million sterling to IAPI. Therefore, when the govern-
ment announced the new steer schedule in November, the question was: Would
the definitive prices be enough higher, with the addition of the £5 million, to
enable the government to make any profit on 7th contract sales? The rate of
exchange stipulated in an agreement supplementary to the formal document—
13.52 pesos to £1 sterling—made the possibility appear unlikely.

Regardless of the answer to that question, the 6th contract did not promise
the kind of profits the government had counted on making from its export
monopoly. The supplementary agreement provided that £2 million of the /£5
million contribution that the British were to pay over and above the definitive
prices would be used in each of the two years to offset higher production costs.
It was estimated that this amount would add 4 per cent to contract list prices as
ultimately worked out. That would leave at most £1 million of the £5 million
contribution, or 13.52 million pesos if converted at the rate of exchange agreed



36 E. LOUISE PEFFER

on, to take care of IAPI’s profits on the British meat trade for a two-year period.
In the light of IAPT’s expectations,® this was a mere pittance. Furthermore, there
was no certainty that IAPI could count on all of the 13.52 million pesos as profi.
Miranda thereupon set out to obtain better terms, and not until he got an addi-
tional cash payment of /2 million* were the new steer prices put into effect,

In justifying the additional £2 million contribution before the House of
Commons, Dr. Edith Summerskill, Parliamentary Secretary of the British Min-
istry of Food, said that it was necessary to cover increased costs of production
in Argentina (5, pp. 879-82). Yet when the Argentine Central Bank ordered
the meat packing companies to begin paying the new steer prices in March 1947,
with retroactive effect to October 1, 1946, it took no account of the extra /2
million in calculating the amounts the packers were to receive. The exporting
companies were authorized to invoice IAPI for shipments of top grade beef at
6th contract prices plus 11Y; per cent (62). This was equivalent to the 7Y per
cent general increase in the new contract list prices, not agreed upon definitively
until May 19, 1947, plus 4 per cent, the estimate made in the supplementary
agreement of September 1946.**

THE MEAT PACKERS’ OPERATING DEFICITS

The new invoice prices did not cover packers’ costs. This was particularly
true in the case of steers, which made up the bulk of the industry’s livestock
purchases. Actually, the new invoice allowances were not as harsh as the dif-
ferences between them and the much larger increases in official steer prices might
lead one to expect; nevertheless they were not cheering. This may be judged
from the following tabulation (for purposes of comparison with relevant steer
schedules, but in the absence of authenticated invoice schedules, contract prices
for refrigerated carcass beef, bone-in basis, are assumed to have been the invoice
prices for the 6th contract, and contract prices plus 4 per cent for the 7th; prices
are averages® for all grades, in pesos per kg, dressed weight (44, p. 19; 7a):

Invoice as

F.ob. per cent of

Contract invoice prices Steer prices steer prices
6thcontract .........c...vui... .660 .596 110.7

Tthcontract .............. . ... .748 .766 97.7
Increase (percent)............... 11.3¢ 28.5 e

@The 7th contract price plus 4 per cent; in practice, as_the percentage indicates, all contract
prices did not turn out to be 7% per cent higher than those of the 6th, although the entire contract
list averages out at 7% per cent.

If TAPI assumed responsibility for export taxes and duties (its financial re-

8 An administration spokesman had announced in October 1946 that carnings from export mo-
nopoly were expected to reach 2,000 million pesos by the end of 1947; later that year Miranda
repeated the same estimatc and reported that a profit of 780 million pesos had been made on onc
transaction in oilseeds (4a, pp. 5-6; 44, pp. 6, 18).

%1In exchange for a guarantee to scll 83 per cent of Argentina’s exportable meat surplus for the
full term of the agreement. During the contract negotiations, the United Kingdom had asked for
all of the exportable surplus, but at that time Argentina had refused to concede more than 83 per
cent in the first year of the contract and 78 per cent in the second.

42 The additional 4 per cent was not allowed for tenderloins, offals, sccond-class corned beef,
and Patagonian mutton, for which the packers received only the prices set forth in the May 1947 list.

5 These are averages of unit prices for both contracts and both lists, As it turned out, around
85 per cent of the stcer meat shipments under the contract were from chiller grades, the three top
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ports show substantial amounts paid on commercial transactions) and made
liberal allowances for by-products included in its trade monopoly, it may have
taken for granted that the companies would break even on the contract trade.®
That might have been the case had the IAPI steer schedule not been worked out
in haste and without regard to changes in the cost structure of the industry since
the previous steer schedule was adopted in November 1945. All costs related to
the procurement and transformation of cattle into beef ready for shipment had
risen since then, and this the National Meat Board would have taken into account
when formulating 7th contract steer prices, had not IAPI deprived it of that
function.

Even before the new steer schedule was first announced in November 1946,
there had been massive wage increases as the result of two general strikes in the
meat packing industry during that year (4¢, p. 11; 45, p. 12). In addition, a bonus
of one month’s wages for every twelve months worked had been introduced.
A guarantee of security of employment, which made lack of work the only basis
for dismissal of employees, was one of the conditions of settlement of the second
strike.” The result of these factors was that payrolls increased by 34.7 per cent
during 1946 (with the working force only 0.9 per cent higher), while salaries
per worker averaged 33.5 per cent above those of 1945. Since the second strike
was not ended until November 10, 1946, the companies did not feel the full impact
of the two strike settlements until the next year. Salaries per worker in 1947 were
56.1 per cent higher than in 1946, but to understand the full effect of the 1946
wage agreements the comparison must be with 1945; on that basis the increase
was 109.2 per cent (8, pp. 599, 610).

No longer could earnings on the sale of by-products be counted on to offset
processing costs. Nevertheless, the biggest losses were incurred in the purchases
of livestock, always the major item in the cost structure of the meat packing com-
panies of Argentina.

Although Perén and Miranda were resolved to stabilize cattle prices, practi-
cally everything they did inflated them. Wage increases and Christmas bonuses

qualities on the official lists, and the invoice price for chilled beef was 99 per cent of the average
for these qualities:
Chiller grades, official steer schedule, October 1, 1946-January 31, 1948
(pesos per kg, dressed weight):

AP QUALILY -+t e et e .8366
“UMquality oo e e e .7893
MU-2" qQUalItY ou ettt e et L7715
AVEIAZE ottt et cueen e antasesasacnstoasnosessoanssaeeansasesnnnan L7991
Chilled beef, 7th British contract price plus 4 per cent
(pesos per kg, dressed weight): ... ovin it i e .7911

8 There was speculation at the time, encouraged by frequent expressions by Perén and Miranda
0§ animosity toward the foreign-owned firms, as to whether the government’s policy toward them
did not foreshadow nationalization of the meat packing industry. However much they might have
wanted to do so, Miranda had disclaimed any intention that IAPI would “supplant the regular
exporter, whose connections abroad are, and always will be, of paramount importance . . .” (4g,
Pp. 6-7). The quoted passage suggests an explanation of why no allowance was made in the new
Invoice prices for at least a token fee for the services performed by the packers as agents of IAPI.
Since the export outlets which each of the companies maintained in Great Britain belonged to the
same parent organization (though possessing different corporate entities), it might well have been
decided by IAPI that one profit on each carcass of meat was all the chain was entitled to.

. T'This guarantee was to influence costs more than the wording of the clause implies because the
unions and the companies disagreed as to what constituted “lack of work,” and the union’s interpre-
tation usually prevailed.
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were not restricted to packing house workers, but were country-wide in appli-
cation. Meat was subsidized in Buenos Aires proper, the Federal Capital, and
in Rosario, Argentina’s second largest city. Dissatisfaction on the part of agri-
cultural producers with the prices which IAPI set for their products, combined
with higher wages to employees, caused farmers to divert crop land to cattle
production, thereby releasing workers who moved to the cities, expanding the
urban labor force. All of these stimulated domestic consumption, which rose
from 94.5 kgs per capita in 1945 to 101.2 kgs in 1947; consumption of beef rose
from 70.3 to 86.6 kgs per capita, while that of mutton and pork declined in the
same period because of a drop in production (7).

Cattle prices rose even though sales for slaughter in the country as a whole
were 21 per cent higher in 1947 than in 1946, and the aggregate of those in the
Liniers Market of Buenos Aires (the most important livestock market in the
country), the municipal market of Rosario, and directly to export packers® in-
creased by 26 per cent. Liniers, Rosario, and direct sales to packers in 1947 ac-
counted for 73 per cent of total cattle sales for consumption and exportation, with
the exception of live cattle exports, normally a relatively small proportion of the
total.” Prices advanced again in 1948; Liniers Market averages in pesos per kilo-
gram live weight and index numbers were:

All cattle Steers
Pesos Index Pesos Index
1946, . ... oL .385 100 410 100
1947, ...l 478 124 .497 121
1948............... 527 137 .527 129

The live weight equivalent of the official price of the top grade of steers in
the 7th contract schedule was 527 pesos (14, p. 6), which corresponds with Liniers
averages for all cattle and steers in 1948. An equivalent set of figures for direct
shipments at official prices to the central packers (which include all but three
regional plants whose exports were chiefly of canned meat or extracts) is sig-
nificant, the more so because weighted averages of prices for direct sales always
reflected a greater preponderance of the heavier, higher-priced top grades than
the market averages (pesos per kilogram and indexes):

All cattle Steers
Pesos Index Pesos Index
1946............... .398 100 .430 100
1947. ... ........... .463 116 .502 117
1948, . ............. .490 123 517 120

By long-established custom, the export packers were accustomed to procure
around 70 per cent of the cattle needed in their operations directly from the pro-
ducers, the remainder in the Liniers or Rosario markets, preponderantly in the
former. As applied to direct steer sales, the official prices were fixed; it was only
in auctions that they were minima.

The 7th meat contract did not run its full course; the 8th was part of the

8 Direct sales from producer to packer have always been a characteristic of the Argentine cattle
trade. Formerly the companies procured the greater part of their livestock in this manner, but morc
particularly steers.

9 Unless otherwise indicated, the figures in this section are taken from or based on 7z and 75.
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Andes Agreement of February 12, 1948. It made no change in the list prices of
the 7th contract, but the United Kingdom contributed £10 million “towards
increased Argentine costs of production” of the agricultural and meat products
covered (9, p. 2). The share assigned to meat was figured at 92,752,000 pesos.
Unlike the 7th, the 8th contract specified the amounts to be shipped: 400,000
Jong tons of refrigerated meat and offals and 20,000 of canned meats to be de-
livered between February 17, 1948 and March 31, 1949.

According to the National Meat Board, the 92,752,000 pesos would have made
possible a 27 per cent increase in official steer prices. This was not forthcoming.
No share of that amount was used to reduce the losses at which the meat com-
panies were operating. IAPI continued to pay them 7th contract prices plus
4 per cent.

In the meantime packing house costs continued to soar. Workers’ benefits,
including pension and welfare funds and health insurance, contributed. Taxes
were raised. All materials used in processing went up in price—fuel and pack-
aging in particular. Government encouragement of steer exports to Uruguay
and Chile reduced direct sales and helped push up market prices. Even in these
circumstances, unit costs were higher than they would otherwise have been
because the plants were not operating at full capacity. Domestic outlets for meat
were circumscribed. Packers in the neighborhood of Buenos Aires usually sold
a part of their output in the city, but IAPI restricted their participation in that
trade to a quota, while the concessionaires of the Municipal Packing House were
given the lion’s share of the trade. The latter were not at that time required to
pay official steer prices and were reimbursed fairly promptly for their expendi-
tures; apparently JAPI put no upper limit to what they could pay. The central
packing houses not only had to wait for payments, but were required to main-
tain a larger working force than the volume of business justified. Building up
exports to countries other than the United Kingdom to help offset losses on
contract and domestic sales was discouraged by IAPI policy. IAPI was as eager
as the packers to expand and diversify foreign outlets for Argentine meat, for
two reasons that turned out to be incompatible. Expansion of foreign markets
for Argentine meat had been a goal since the beginning of the trade, and became
the more attractive because the contract system of conducting trade with the
United Kingdom had not been as profitable for IAPI as had been expected.
It hoped to add to its meat trade profits by gains on sales elsewhere, and there-
fore made such sales subject to prior approval of prices to be received and to
payment by the exporting company of a commission to IAPI on each sale ap-
proved; for canned meat the commission amounted to 30 per cent of total receipts,
and for beef cuts to 20 per cent. Often the prices stipulated by IAPI were too
high to justify attempting sales (66).

When IAPI did not increase steer prices after conclusion of the 8th meat
contract in 1948, direct sales began to slip as producers sought out more prom-
ising markets elsewhere in the country, obliging the companies to compete with
buyers for the domestic market if they were to obtain enough animals to fill their
export quotas. This became more costly as the weeks progressed.

While the official prices were minima for market purchases, they were all
the government obligated itself to pay. In practice, the government itself never
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reimbursed the packers at more than the official rates from receipts from British
contract sales. When the companies bid above the guaranteed official prices for
auction purchases, they were reimbursed for the excess from a Compensation
Fund, established in October 1941 shortly after inauguration of the system of
official prices. The Compensation Fund was made up of proceeds of a levy of
four-tenths of a centavo per kilo of meat produced from steers sold under the
official classification and grading system.’® Because of the demand upon it when
more and more packers started sending their steers to auction sales, rather than
directly to the packing houses, the Compensation Fund scon proved to be quite
inadequate, and the government made no attempt to make up the differences
when market prices rose above official levels.

BEGINNING OF THE “SUBSIDIES”

By the beginning of 1948 the foreign-owned packing companies were defi-
nitely pinched. Representations made by them directly and in their behalf by
the powerful Argentine Rural Society, the Meat Board, and the governments of
the United States and the United Kingdom, whose nationals owned and con-
trolled the four largest companies, had brought no alteration in IAPI’s system
of conducting the meat trade. The day before the 8th contract was signed the
companies unanimously refused to commit themselves to make any shipments
until prices were known. In this, they had the full support of the Meat Board.
As in the negotiation of the 7th contract, neither Meat Board nor packers had
been consulted. The Central Bank ignored them although the companies threat-
ened to close their plants (11, p. 18); nevertheless they maintained fairly regular
shipments for the first half of the year, despite the increasing difficulty in obtain-
ing cattle.

Finally, early in July, the companies notified IAPI that they would make no
further attempts to fill the quotas assigned to them in connection with the British
contract, but would buy only as many animals as they had cash on hand to pay
for. When they suited actions to words, IAPI was induced to increase the invoice
schedules (2, p. 159)."* Also, on August 10, 1948, IAPI authorized the companies
to present statements of the deficits incurred between October 1, 1946 and May
31, 1948 (later extended to cover the remainder of the year [10]) in the process-
ing and marketing of steers subject to payment of guaranteed prices, and agreed
to pay 85 per cent of the amounts requested, the remainder to be adjusted after
an audit of the companies’ books by the Meat Board. The process took longer
than was anticipated, and the financial relief promised was not received by the
end of the year. IAPI’s refusal to consider current adjustments or retroactive
payment for deficits incurred with respect to other kinds and types of animals
and meat added to the burden. Losses by the companies during 1948 were “ex-
traordinary,” and their financial condition was “totally deficit by the end of the
year” according to the present Meat Board (7¢).

In January 1949 the packers again petitioned IAPI for relief, with no imme-
diate response. Miranda resigned on February 2, 1949, and his successors gave

10 Information supplied by Dr. Antonio R. Vidal Serin of the Argentine Bank of the Nation (10).

11 The President of Swift International is reported as having said, at the annual meeting ol
January 1950, that partial reimbursement of the financial dcficits of his company was begun in January
1948 (4¢, p. 9).
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their attention to formulating a system of recompense for the meat industry that
would be sufficiently liberal and flexible to enable them to conduct their affairs
in the future without financial deficits. In the meantime they tried to handle
increases in packers’ costs as they occurred.

On March 15 an advance was authorized to cover a new round of wage in-
creases. On April 19 the exporting companies were notified that they could
submit invoices on shipments of all meat to the United Kingdom at levels 621
per cent above those established by the 7th contract. A new trade and payments
agreement pact was being worked out with the United Kingdom, and the meat
contract (the 8th, and the 3d in sequence negotiated by IAPI) appears to have
been concluded by that time, because the April increase corresponds with the
price advances set forth in the formal treaty of July 29, 1949. Allowance of
the higher invoice schedules signified, perhaps more than any other development
during 1949, the intention of IAPI to put its financial dealings with the companies
on a current basis.

On June 2, the Minister of the Economy authorized advances to apply to
deficits for the period January 1-April 30, 1949 and until such later date as a
satisfactory system of recompense was put into effect. (All of such advances were
to be in accordance with the formula adopted in August 1948: 85 per cent of total
invoice at time of presentation, with the remaining 15 per cent subject to audit.)
However, devaluation of the pound sterling on September 19, and the subsequent
revision of the basic Argentine exchange rate from 13.53 pesos per £1 to 9.40
for basic exports (44, p. 17), upset the equilibrium established by the earlier con-
cessions, because the United Kingdom refused to raise 9th contract prices to their
post-devaluation equivalent, and IAPI therefore converted receipts from sales
to the United Kingdom at the new, less favorable exchange rate.

In January 1950 the economic authorities arrived at a method of handling
current obligations for meat shipped, which in their opinion would obviate the
necessity for the government to take care of future operating deficits incurred
by the companies; the order of the previous June was therefore rescinded. The
solution was not satisfactory to the companies. Furthermore, IAPI had not as
yet acted on the packers’ deficits since 1946 from processing livestock not subject
to price limitations but with set invoice schedules for the meat produced and
exported. Nor had the packers received the advance, authorized in August 1948,
of 85 per cent on deficits incurred since 1946. The latter was received shortly
thereafter, however, and in September 1950 retroactive reimbursement for the
other types and grades was conceded. At the same time the Meat Board was
made responsible for liquidating the past-due accounts.

With the latter date, the government absolved itself of all responsibility for
the operating deficits of the companies. Its action was premature. Subsidization
of meat consumption in the Federal Capital was withdrawn in July 1949, but
the advances in prices aroused so much protest that for political reasons it was
reinstated in November, but was based on the higher level of current prices.
There were modifications in the system, however. After the July cancellation,
the concessionaires of the municipal plant lost their preferential quota for supply-
ing meat for the Capital, and this was not renewed when the subsidy was
resumed. At that time the suburbs incorporated into Greater Buenos Aires were
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brought within the subsidy scheme, with authorized distributors at all levels
required to observe the price limits set by the Meat Board—the so-called “political
prices.”

Between 1946 and 1949, IAPI had paid subsidies to the concessionaires of the
Municipal Packing Company amounting to 98.8 million pesos (124, p. 63), and
in July 1950 an additional 131.1 million pesos was allowed (7¢). After 1949, IAP]
did not report domestic consumption subsidies separately as formerly; they were
concealed as subsidies to meat packing companies in general in the annual profit
and loss statements.

The government was no more successful in relieving itself of responsibility
for other advances in costs of the meat packing industry in consequence of gov-
ernment intervention in the trade. In July 1950 the government broke off nego-
tiations with the United Kingdom on the meat contract for the next year, and
at the same time ordered a suspension of all shipments of beef to the United
Kingdom. It immediately authorized advances to take account of any financial
hardships experienced by the packers in consequence of this action. The sus-
pension was not lifted until the following April. On November 15, 1950 the
companies were ordered to increase wages, retroactive to May 1. IAPI attempted
to make it possible for them to handle the new wage scales by paying them higher
prices for hides and animal fats than were justified by world prices, but this
recourse proved to be inadequate, and in July 1951 the government authorized
payment of the operating losses resulting from higher payroll costs for the period
September 1, 1950 through June 1951. Beginning with July, a revised invoice
schedule went into effect, based on a new meat contract concluded on April 23,
and the higher wage rates were used in computing the payments which the
packers would receive.

As in most prior cases, the decree authorizing payments of the deficit came
some time after the deficit was incurred, and authorization did not necessarily
mean immediate recompense. In this instance, the norms by which repayment
was to be figured were not set out until early in 1952.% In contrast, the deficits
of the National Packing Company (formerly the Packing House of Buenos
Aires) were recognized and paid in full in July 1951 for the period August 11,
1950-June 30, 1951 (7¢).

Despite the suspension of meat shipments to the United Kingdom between
July 21, 1950 and April 23, 1951, prices of meat animals were well sustained by
domestic demand and orders from the United States to supply the U.N. forces
in Korea. No sooner was trade resumed than export and domestic buyers found
themselves competing for a supply of steers which was not equal to the occasion.
The main cattle zones of the country had just come through a severe drought,
which had caused excessive sales of breeding stock and loss of many young

12 The procedure was involved: the companies were to be accorded payment for the period
January 1-June 30, 1951 of the amounts in excess of the guaranteed price; the diffcrence between the
higher prices allowed for hides and animal fats and the expenses involved by the higher wage scales
from Scptember 1, 1950, and June 30, 1951; differences between the values of stocks on hand at
June 30, 1951, and those established for 1950; repayment of the greater value allowed for sale of
meats in the internal market, January-June 1951, as compared with the wholcsale prices in Greater
Bucnos Aires in August 1950; rccognition of indirect costs which the companiecs were unable to
absorb on account of the diminished slaughter during the suspension of shipments to the United
Kingdom (7¢).
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animals in 1949 and 1950. The resulting short supply of mature cattle was not
fully comprehended by the government until resumption of the British trade
boosted the demand for steers. By July 1951 the situation in the Liniers Market
had become so critical that export quotas were sharply reduced, and in August
all exports were temporarily suspended. The government immediately ordered
that monthly payments be made to the companies during July-October to cover
that part of the fixed costs of processing and merchandising which could not be
absorbed by local sales; later decrees carried the payments through January 1952.

While the export ban had been lifted by mid-October 1951, unsatisfactory
offerings of slaughter animals, coupled with the fierce local demand, postponed
effective recovery of exports. In February 1952, widely publicized meatless days
were imposed in order to make more meat available for export; they were not
completely abolished until after the fall of the Perén government in September
1955. In order to stimulate cattle sales, the government—once so reluctant to raise
official prices—introduced four new steer schedules between July 1, 1951 and
October 10, 1952, with seasonal bonuses toward the end of the period to stimu-
late larger offerings than are normal during the Argentine spring.

With this series of increases, official steer schedules were divorced from British
contract prices. The new price schedules could not keep pace with the market,
and payment of over-prices became normal procedure. Advances of 85 per cent
of the claims thus arising were made fairly promptly for the period July 1, 1951
through May 29, 1952; higher prices of other cattle for the period December 14,
1951-January 28, 1952 were taken care of in the same manner. Another wage
increase in May 1952, effective from March 1, led to additional advances to the
companies during the year following establishment of the new wage scales.
A decree of November 18, 1952 authorized compensation for extra expenses, not
included in regular payment schedules, on exports of canned and salted meats
between July 1, 1951 and September 16, 1952 (7c¢).

By 1952 IAPI’s ventures had ceased to produce the profits needed to support
the expansion of industry projected by Perdn in 1946. Export prices of cereals
and linseed, which had provided IAPI’s biggest earnings through 1948, had fallen
in consequence of agricultural recovery in the war-devastated countries that had
been the most important buyers in the immediate postwar years, while Argentine
production had dropped as farmers found there was no profit in producing for
IAPI. For these reasons, meat exports were doubly important, which explains
the relatively prompt recognition by the government of the extra processing costs.

IAPI was in serious financial straits by 1952, and the failure of cattle offerings
at central markets to return to pre-shortage levels aggravated the stringency. The
companies received no compensation for extra processing costs between May 16,
1952 and November 1953, aside from the items already listed and a special allo-
cation of funds in May 1953 to enable them to build up a reserve of cold storage
meat to tide the Federal Capital over future recurrences of the acute meat short-
ages which it had been experiencing since 1951. Once more the operating re-
serves of the companies were low. In November 1953 the government granted
them a loan of 250 million pesos until an analysis could be made of their deficits.
The total amount later allowed through December 31, 1953 came to 320 million
pesos (7¢). It did not include the “reasonable” profit conceded earlier, in figuring
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deficits in the post-Miranda period, the government having decided that 1953
and 1954 must be regarded as “emergency years” (13, p. 97). Similarly, in De.
cember 1954 a single authorization of up to 300 million pesos was made to apply
to net operating losses of the industry for the year, but with no recognition of
profits; earlier, 300 million pesos had been allowed to take care of another wage
increase, granted in July 1954, retroactive to March 4.

IAPI relinquished direct participation in the meat trade to the Meat Board*®
in December 1954, although the operations conducted by the latter were to be
for IAPI’s account. Nevertheless, changes introduced almost from the outset of
the Meat Board’s authority were to be so pronounced that December 31, 1954
has come to signify the end of what is now referred to as “the 99 months” of IAPI
intervention.

THE 99 MONTHS

In a study of the antecedents of the packing house subsidies, the present Na-
tional Meat Board divides the 99 months, October 1, 1946 through December 31,
1954, during which IAPI was the policy-determining agency of the government
for livestock and meat trade, into five periods: 1) October 1, 1946-August 1, 1950;
2) September 1, 1950-June 30, 1951; 3) July 1, 1951-May 15, 1952; 4) May 16,
1952-December 31, 1953; and 5) the year 1954 (7¢). The end of the first period
roughly coincided with the suspension of meat exports to the United Kingdom
in 1951; the second was a time-marking interlude until the export trade should
resume normal proportions; the third begins with recognition of cattle shortages
and, together with the fourth, relates to the government’s attempts to cope with
the situation; during the fifth its efforts began to show positive results.

For the purposes of this study, the 99 months are divided into two almost
equal periods: the 50 months ending with August 1, 1950 (the Meat Board’s first
period), and the remaining 49 months of IAPI controls. The first was a time
of abundant cattle marketings, high prices, and, for the period as a whole, profits
for IAPI in its meat trade ventures. The second was one of short supplies, higher
prices, and, after 1951, losses to the government. There was a distinct difference
in its attitude toward the meat packing companies in the second period which
appears to have been not entirely related to the unfavorable alteration in IAPIs
earping pattern.

As stated earlier (note 6, p. 37), there was speculation at the time IAPI in-
stituted its practice of denying full payment to the companies for meat produced
for IAPI’s account, that the government was intent on nationalizing the foreign-
owned meat firms. Had Perén decided to do so, the act would have been ap-
plauded even by many of his adversaries. In a recent article, an American busi-
nessman in Argentina states (14, p. 22): “The American meat packers in Ar-
gentina would probably have been nationalized long ago if past governments
had been able to pay for them and knew how to operate them.” When the gov-
ernment introduced a bill into the Argentine Congress in 1950 aimed at effecting
a major reorganization of government meat agencies and the domestic meat

18 The National Mecat Board was replaced by the Argentine Livestock Institute in 1950, which
in turn was succeeded by the National Meat Institute in 1952; in each reorganization the authority
of the body was reduced. The National Meat Board was rcstorcd with augmented authority, in
May 1957. To avoid confusion, the designation Meat Board is used throughout
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packing industry, it was interpreted as a prelude to absorption of the foreign-
owned firms by the state (6¢).

Passage of the bill through Congress was accompanied by iterations of hos-
tility toward the companies. The entire history of their activities was reviewed,
with emphasis on past disregard of Argentine interests (15, pp. 2950-2965, 3024~
3935). This seemed to support the conclusion that the government had designs
upon them. Yet a reading of the government’s case for the bill leaves the in-
ference that it was more immediately concerned with extending its controls over
the domestic establishments, to the end of creating an Argentine industry capable
of serving the domestic market more efficiently than those in operation were
doing. One gathers this from a statement of the Economics Minister before the
Chamber of Deputies (15, p. 3029):

It appears paradoxical, in a country with a capacity for meat production such
as ours and a highly developed meat packing industry, that the most efficient
plants are dedicated to providing for a foreign market, with almost no con-
tribution to domestic consumption, while the needs of the domestic market
are served by inadequate and wasteful establishments. While companies
slaughtering for exportation are able to capitalize on the whole animal, in the
slaughter yards of the interior and also in those of a number of important
cities, by-products are almost completely wasted, because only the meat has
any significance . . . One sees the profits that animals at the optimum state
of development are able to produce canceled by the high costs resulting from
an antiquated and inefficient system of processing.

The Municipal Packing House of Buenos Aires was cited as an example of
inefficient exploitation of animal by-products, an inefficiency that had heightened
the already heavy costs paid by the government for the meat subsidy.

In a Congress dominated by Peronistas, the bill was assured of easy passage.
It repealed the Meat Law of 1933, Law No. 11,747, and enacted instead one which
strengthened the government’s powers over the internal structure of the cattle
and meat trade. The National Meat Board, which had held an almost autarkical
position under the old law, was replaced by the Argentine Livestock Institute
subordinated to the Ministry of Commerce. The Corporation of Argentine Meat
Producers (familiarly known as CAP), the Liniers Market, and the Municipal
Packing House of Buenos Aires were made government subsidiaries (47, pp.
13-17.

One aspect of the nationalization was significant. The three institutions had
proved less amenable to government pressures than foreign-owned companies,
which had everything to lose by defiance. Domestic concerns had defeated offi-
cial efforts to stabilize cattle prices. Users of the Liniers Market and the Mu-
nicipal Abattoir had continued to bid up prices; CAP had been the most recal-
citrant. It had never achieved much of an industrial establishment, having found
that it best served the interests of its producer-stockholders by bidding up auc-
tion prices when the market lagged. This it persisted in doing despite IAPI’s
stabilization drive.

Correcting the shortcomings of the domestic marketing and slaughtering net-
work could not be accomplished overnight. Losses could be cut by trying to



46 E. LOUISE PEFFER

channel as many animals as possible to the central packers in the Buenos Aires
area who had the techniques and capacity to handle the largest number of
animals. These firms, incidentally, were the only ones whose long-term interests
were the same as IAPI’s—maintenance of exports at high levels—and which were
already subjected to the kind of controls that IAPI had been unable to establish
over the Argentine nationals engaged in the meat trade. Because of their capacity
they were authorized to provide more meat for Buenos Aires under the subsidy,
with results as shown by the following tabulation giving the per cent of total
slaughter for consumption (76):

Abattoirs
Central Frigorifico of Greater
Year Packers Nacional Buenos Aires
1947. ... ... 31.1 56.1 12.8
1948.. ... ... 32.4 54.6 13.0
1949, ............. ..., 29.3 52.8 17.9
1950, ... 30.8 47.7 21.4
1950, ... il 37.2 39.8 22.9
1952, ... i 62.2 27.6 10.2
1953, .. .o 65.7 28.2 6.1
1954, ...l 70.3 24 .4 5.3

After 1950, sales of cattle for slaughter in the Buenos Aires complex of markets
and packing houses declined for three successive years, partially as a result of the
drought, but also because, as the government tightened its controls of the metro-
politan establishments, more favorable prices were paid in the interior markets
by black-market butchers. In July 1951, when the Buenos Aires markets first
felt the effects of the shortages, the government ordered outlying abattoirs to
close, although the first results were much the same as its earlier attempts to
enforce its controls elsewhere than with the foreign-owned companies.* By the
end of 1953, however, the government’s efforts had achieved enough success in
so far as reducing the incidence of black market activities was concerned that it
was able to impose ceiling prices on cattle sales throughout the country with
considerable success.

By 1952 it had become critically necessary to export meat, at whatever cost
to IAPI, in order to earn foreign exchange. For that reason, the government
embarked upon a course of raising official steer prices above competing market
levels in order to reinvigorate direct shipments, and at the same time began
offering bank credit to producers to stimulate production. In 1954 the induce-
ments to expand production had begun to pay dividends.

Costs of the program during 1953 and 1954 were enormous. Packing house
subsidies reported in the two years were 309 million and 468 million pesos, re-
spectively, almost half of the 1,576 million peso subsidy total for the period 1946-
541 Packing house subsidies for the period as reported by IAPI, in million
pesos, were: 1949—106, 1950—132, 1951—297, 1952—264; 1953 and 1954, as re-

14 The first order was directed toward slaughter yards easily accessible from Greater Buenos Aircs,
but before the end of the year 70 abattoirs in the Province of Buenos Aires had been closed for non-
observance of sanitation regulations. Four or five which escaped closure in 1951 were shut down in
1953, leaving only a pair (16, p. 35).

148 For the period 1946-49, 98.8 million pesos domestic consumption subsidy (I2a, p. 63);
7.6 million to the packing houses in 1947.



INTERVENTION IN ARGENTINE MEAT PACKING INDUSTRY 47

ported above (125). The domestic consumption subsidy is included in the 1949
total because it was not reported separately for subsequent years. In addition
to the packing house subventions, IAPI also reported losses of 517 million and
618 million pesos in 1953 and 1954, respectively, on “the commercialization of
livestock products” (it is not clear from the report whether these figures include
meat) and losses of 1,305 million and 2,951 million pesos, respectively, on agri-
cultural products. Since total profits, in the years in which IAPI reported profits,
amounted only to 1,944 million pesos (126), there was no point in going on.
In IAPI's 1953 report, it told agricultural and livestock producers that it had
been formed to protect them from fluctuations in international commodity prices,
and that without its support during 1953 their situation would have been critical
(12¢, pp. 12-14). Although probably true as far as exporters of the cereals and
linseed were concerned, the allegation was not true of meat. Meat prices in for-
eign markets were not spectacular; nevertheless they rose steadily throughout
the 99 months. The costs resulting from IAPI’s intervention in the meat trade
were of domestic origin—the price the country had to pay for subsidizing do-
mestic consumption.

In this connection, it should be added that during the years when IAPI did
make profits from its trading ventures, those profits were not used for paying
off the operating deficits of the meat industry. As intended, the profits were used
to underwrite the various Per6n developmental projects. Subsidies were financed
from advances by the Bank of the Argentine Nation in the form of rediscounts
against national pension and similar funds (17, Ch. IT). At least where meat
subsidies were concerned, little if any of the amounts so advanced were repaid.
What is more, the subsidies reported did not cover all of the indebtedness of the
government to the companies. Still outstanding was the 15 per cent subject to
audit dating back to October 1, 1946. The audits had not been made.

LAST MONTHS UNDER PERON

Cattle receipts in the Liniers Market and by direct shipment to the packing
houses had begun to improve during 1954, but not until December was it clear
that the crisis of shortage had passed. During the first six months of 1955, Liniers
prices fell on an average of 10 per cent below those of the same months of 1954.
Because steer prices were supported, they were much better sustained than those
of other cattle, declining less than 2 per cent in the same period (7).

To producers accustomed to a sellers’ market virtually ever since 1947, a 10
per cent drop was regarded as catastrophic. For many of them it was, because
their operations were speculative and heavily financed by borrowing. The clamor
for government assistance created an opportunity for the government to achieve
the never-relinquished goal of stabilizing prices which the Perén administration
had set out to achieve in 1946-47, but which before had been nothing more than
a mirage.

On April 28, 1955 the Meat Board announced that henceforth the official
grading and price system would apply to all cattle. The scales of grades and
prices were published in mid-May; they averaged well above current market
qQuotations (47, p. 22; 4k, pp. 19, 26). For cattle other than steers, the top prices
could “not be exceeded in any circumstances, bonuses, direct or indirect, being
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strictly forbidden” (4%, p. 19). For steers, seasonal bonuses (May 16-September
30) had been announced on February 7, 1955, and those were the only payments
above official scales that the government would recognize (72).

With price stabilization arranged, the government felt that it was in a posi-
tion to reduce the piecemeal handling of the government’s financial accounts
with the packers to an orderly procedure. Its plan for doing so was set forth in
a decree issued on May 27, 1955 (7d) : “Considering, that until a solution of the
integral problem of the meat packing industry is reached it is convenient to make
an adequate adjustment of the financial relations with the companies, to the end
of obtaining a greater agility and a better control of the respective operations
. . .7 The decree applied retroactively to January 1, 1955. The packers werc to
receive regular reimbursement of the difference between the prices paid for stecrs
according to official grading scales and those received from the sale of meat and
by-products. Criteria were established for handling losses incurred in the pur-
chase, slaughter, and processing of animals not subject to official prices. Provi-
sional payment of accounts with the companies was to be made each month, with
final settlement made annually on the basis of year-end audits of accounts. A
reasonable profit was to be allowed, and was to take into consideration the capital
invested; until that time the criterion used in figuring profits was the prices the
packers paid for livestock. The new arrangement applied not only to purchascs
of steers and sale of their meat, but similarly to all cattle and hogs, and to sheep
with the exception of those from Patagonia (always handled on another basis).

The May 1955 decree was the most comprehensive single piece of legislation
issued since controls and the official pricing system had been put into effect, and
was honored in the observance to the extent that circumstances permitted. Un-
fortunately, the new regulations were not equal to the strains the livestock econ-
omy was to undergo during the next two years.

The new system of fixed livestock prices was planned to be country-wide in
application, but difficulties in working out arrangements caused introduction on
the broad scale to be postponed several times (47, pp. 5, 7). In practice it applied
only to direct sales to packers because auction markets were not abolished. Later,
in July 1955 a new list for cattle, including steers, not covered by the May list,
advanced prices by an average of 6 per cent for top quality, heavier animals, with
larger increases for animals which yielded less meat per head. The schedule went
into effect on September 1 (¢m, p. 29), a few weeks before the Perén govern-
ment fell.

The new list was a relief measure. It enhanced the attractiveness of dircct
sales, already high because of falling market prices. Producers had always pre-
ferred by-passing auction markets when cattle were plentiful, as they were in
1955, although prior to World War II the export packers were little interested
in beef cattle other than steers. After the Perén-Miranda policies distorted the
equilibrium between official and market prices, and later when drought losses
and accelerated domestic demand further widened the price differential, forcing
the packers to rely more heavily on other types and grades, direct shipments of
the latter were better sustained on the whole than those of steers, as is illustrated
by the accompanying chart.

By guaranteeing the prices of all animals received on direct shipment, but
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not those in auction sales, the government accentuated the former, with a con-
sequent heightening of its financial obligations to the meat packing industry.

THE PROVISIONAL GOVERNMENT AND THE CATTLE SITUATION

The Provisional Government, which took over in September 1955, continued
to guarantee the prices of all livestock sold directly to the packers. It also stipu-
lated that prices paid by packing houses for cattle purchased in the Liniers and
Rosario markets must not be more than 8 per cent under the official prices for
comparable grades. Ceiling prices in auction sales were abolished. Despite con-
tinued heavy cattle offerings, guaranteed prices for direct shipments were in-
creased in December 1955 and again in June 1956 (7a).

Livestock provided the raw material of one of the largest groups of industries
in the country, and meat was always one of the biggest and had been, for the past
four years, the surest earner of foreign exchange. Therefore, livestock production
had to be sustained at all costs. Also, production of the agricultural export staples
had to be revived. In stimulating the latter, and by continuing to support live-
stock prices at high levels, the government inadvertently encouraged newcomers
to cattle growing to sell off their herds and move into crop farming.

Even before the Provisional Government took office, there had been a change
in the meat export situation. Argentina had been unable to take advantage of
the abandonment of meat rationing in the United Kingdom and the consequent
lifing of controlled meat prices on July 3, 1953, Because of cattle shortages, final
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meat contract quotas had not been filled by that date. Not until June 1954 was
Argentina in a position to take advantage of the favorable wholesale prices that
had prevailed for the preceding eleven months in the Smithfield Market of Lon-
don, whose auctions strongly influenced wholesale and retail prices throughout
the United Kingdom. Even by mid-1954, the supply of cattle in Argentina had
not revived sufficiently to permit heavy exports, so that it was not until 1955 that
the impact of heavier cattle slaughter in Argentina made itself felt. Refrigerated
beef arrivals in the United Kingdom were 75 per cent higher in 1955 than in
1954, but of almost as great importance as the volume involved was the change
in the form in which the beef was delivered. Under controls the British had
imported it in the frozen form so that it might be stored until required. With
the lifting of rationing and the end of contract shipments, most of Argentina’s
beef began to go forward in chilled form, as the following tabulation of British
imports shows (in 1,000 pounds; 7¢):

Ycar Refrigerated total Chilled becf
1954, o 90 11
1955, o 158 99
1956, ... oo 248 227
1957 . 257 233

This brought it once more into competition with the best Scottish and English
beef, as the closest equivalent of the fresh beef which the British have always
favored.

Smithfield Market prices were well sustained through the second quarter of
1955. With the third quarter a decline set in that continued through 1956, as is
illustrated by the following averages, in pence per pound (7¢):

2d quarter 3d quarter 1st quarter 4th quarter
Source 1955 1955 1956 1956
Scottish, fresh ............. 31 27% 254 22Y
English, fresh ............. 29Y, 251 23, 18Y
Argentine, chilled .......... 251, 20 18y, 16

Responsibility for the drop in prices was not entirely the consequence of the
larger quantities received from Argentina. During the immediate postwar years
the British government had been encouraging livestock production in order to
reduce its reliance upon imported meats, with the result that supplies of fresh
beef for domestic consumption had increased from 605,000 long tons in 1938 to
704,000, 806,000, and 815,000 long tons in 1955, 1956, and 1957, respectively (7g)-
British beef accounted for 51 per cent of the total supply for consumption in
1938 (1,190,000 long tons) and for 65 per cent in 1957 (1,256,000 long tons). The
good prices for top grade Scottish and English beef from July 1953 through June
1955 reflected a sellers’ market. Augmented domestic supplies and the revival of
imports of Argentine chilled beef combined to make it a buyers’ market. Pro-
tests by British cattle producers that the Argentine was “dumping” beef in the
United Kingdom, and by doing so was forcing British prices down, led to
demands that the British government reimpose import quotas. Argentine critics
of Meat Board policies charged that it permitted the companies deliberately
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to sell Argentina’s finest product at lower prices than were bid for English and
Scottish beef, which they maintained was in no way superior to Argentine chilled
rrades. The Meat Board thereupon decided to impose limitations on shipments
of beef to the United Kingdom to brake the decline in market prices there, hard

ressed though it was to dispose of the surplus of quality beef at home even when
chilled beef exports were high.

Cattle sales for slaughter during 1956 were so large as to be almost unmanage-
able; the year’s total was 1.7 million head higher than in 1955. Of a registered
cattle slaughter of 11.2 million head, around 7 million qualified for the guaran-
teed prices; in addition, 1.5 million hogs were paid for in accordance with the
official scale (7a; 75).

While protecting domestic producers through support prices and absorbing
Josses resulting from low prices received on meat exports and from processing
surplus high-cost chiller-type steers in forms for which the selling price was not
commensurate with those paid for the animals, the government continued to
subsidize domestic consumption. As was the case with IAPI reports for the
years 1950-55, later statistics do not make it possible to ascertain precisely how
much the domestic meat subsidy cost the government. Of the 2,724 million
pesos paid to the packing companies to cover deficits for the period November
1955-December 1956, 1,690 million pesos were designated as having been paid
to apply to meat for domestic consumption and reimbursement of export re-
tentions (18, pp. 15-16). (Of the remainder, 550 million pesos were labeled as
subsidies for the packers and 476 million pesos covered wage increases which
went into effect on February 1, 1956.)

The retention was a feature of the revised exchange control scheme put into
effect in October 1955. According to commodity, 10-30 per cent was withheld
from proceeds of exports and deposited in the National Economic Recovery
Fund, established on October 27, 1955, for the purpose of fostering agricultural
recuperation and paying subsidies until such time as they could be elimi-
nated (19).°

Since the meat packing industry was paying support prices for cattle that were
higher than the market prices that could be obtained for the meat produced, the
retentions paid on meat exports added to their operating deficits, deficits which
the government was committed to reimburse from the very fund into which the
retentions were paid. How much the retentions were and what the real cost of
the domestic consumption subsidy was during the period were concealed by
combining them in one total.

The amount allocated for meat and packing house subsidies by the National
Recovery Fund in 1957 was 641.2 million pesos (18). The much smaller figure
does not mean that the crisis of overproduction had passed, but that the Provi-
sional Government, appalled by the cost of subsidizing livestock prices through
1956, had decided that the time had come to divest itself of the burden of
subsidy payments.

5 In the case of meat the retention was 15 per cent. Subsequently it was adjusted several times,

gf)coi-gisr}]g (to type and the form in which the meat was exported, and then was abolished as of May
, 20).
¢ Hog prices had been freed on March 28, 1956 (21, p. 5).
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MOVE TO ELIMINATE SUBSIDIES

On February 15, 1957, the Government decreed that subsidies on meat and
cattle were to end. It would continue supporting steer prices for 60 days to the
maximum of 30 centavos per kilo, but would not be responsible for deficits
incurred in the purchase of any other type of meat animal slaughtered after
February 20. Maximum wholesale and retail prices of meat in the Federal
Capital and Greater Buenos Aires were also abolished (7d). Ceiling prices of
mutton and lamb were abolished on March 28 (4p, p. 29), and with them the
system of compensation to the packing companies for hogs and sheep purchased
at prices guaranteed by the government. During the 60 days in which the
government would continue to subsidize steer prices, the Meat Board was to
find a method of maintaining steer standards and prices without subventions.

By removing ceiling prices of meat at the retail level in Greater Buenos Aircs,
the Provisional Government was able to relieve itself of one of the causes of
higher packing house deficits during 1955/56. The prices of meat under the
subsidy had been maintained without change since 1953 (21, p. 14). The closing
down of slaughter yards in the Province of Buenos Aires in 1951 and 1953 had
augmented slaughter in the packing houses and a few other establishments
which had been added to the list of those to which the government guaranteed
reimbursement of operating deficits. As soon as the Provisional Government
took over there began to be a clamor for reopening slaughter yards, and on
March 14 and November 8, 1946 the National Meat Board adopted resolutions
with that end in view for the Buenos Aires area. However, high cattle prices
and low ceiling prices of meat at the retail level defeated expectations (21, p. 6).
It was impossible to operate in such circumstances without subsidy. Therefore
the companies that fell within the system that guaranteed reimbursement of
authenticated deficits continued to receive cattle in numbers far beyond their
optimum capacity, while the slaughter yards were not restored on the scale in-
tended. The February 1957 decree removed the handicaps standing in the way
of renewal of their operations (4z, pp. 13, 20).

It took longer than 60 days for the Meat Board to produce a plan for steers
that was acceptable to the government. The new regulation was not decreed
until May 24 (7f), and differed only in detail from the one adopted in 1941 when
the system of official prices was put into effect.

One of the details was that the government emphatically refused to accept
any obligation to compensate future losses incurred by the packers as a result
of the mandatory minimum prices. Despite this pro forma disclaimer, the law
provided that the packers would be paid “compensation prices” which would
take into consideration the amounts paid for steers purchased at official rates,
and the prevailing range of prices of meat and by-products; in addition, if cir-
cumstances required, the expenses of production, marketing, and processing
might also be taken into consideration. No change was made in the official stecr
schedule decreed on June 6, 1956, except that it once more was made to apply
to steers purchased in Liniers and Rosario cattle auctions.

To offset possible losses to the packers resulting from market purchases at
higher than official rates, the Compensation Fund was reconstituted by crediting
to it the balance remaining in the former fund, and by advancing 200 million
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pesos to it, to be repaid from a tax of 3 per cent on the proceeds of all beef
exports. The tax was thenceforth expected to be the mainstay of the fund. Also
carmarked for it were proceeds in excess of the return the packer was authorized
to receive according to the cost-plus processing allowance based on the price of
the steer (7f). (To simplify the abstruse: the Meat Board paid the packers fixed
amounts for beef produced from steers paid for at officially prescribed prices,
regardless of the price for which the beef was sold. If the price received for the
meat was lower than the fixed price, the difference was to be made up to the
packers from the Compensation Fund; if it were higher, the excess went into
the fund.)

The May 1957 decree appeared to make provision for such operating deficits
as might occur in the future. There still remained outstanding the unpaid
balances of the “subject to audit” indebtedness that had been accumulating since
October 1, 1946.

“SUBJECT TO AUDIT” BALANCES

As soon as the Provisional Government assumed power, the foreign-owned
companies, individually and through their joint representative, kept their situa-
tion constantly before the authorities. Not satisfied with the progress being
made, on May 2, 1956 they addressed a communication to Dr. Juan Llamazares,
the Minister of Commerce, calling attention to “certain functional aspects of
the Industry, which merit immediate attention by the authorities, to the end
that this vital industry . . . should not run the risk of succumbing [as would
be the case] if the process of frank decline should continue.™” The note listed
the immediate causes of the financial difficulties, then reviewed the background
of the deficits: “during the past decade—and in virtue of different laws and
decrees—there were transferred to the Frigorificos large sums of money in com-
pensation for or refunds of financial deficits, designated by those who appear
not to know the technicalities of trade, as subsidies to the packing houses.”
Reminding the minister that those deficits had resulted from determinations
on which the industry was not consulted and that the “badly labeled” subsidies
had not been sufficient to pay off the debt accumulated over years as a result
of the incomplete settlement of accounts, the companies warned him that if the
government did not quickly modify its financial dealings with them, they
would soon be in the position of the railroads; “already their [the companies’]
financial penury is such that they are not able to maintain their equipment,
much less their plants . . . .”

The government had more urgent problems. As 1956 progressed, current
packing house deficits mounted, and these deficits were not comprehended in
the payments authorized by the National Economic Recovery Fund, which
were restricted to those arising from subsidization of domestic consumption.
So many cattle were being offered for sale that even the enormous Argentine
appetite for beef was sated. Although the administration put exports to the
United Kingdom on a quota system, it tried to promote sales to foreign coun-

17 Translated from the text of the original memorandum signed by Swift de Rosario, Swift de
la Plata, Wilson and Company, Armour de la Plata and La Blanca (both Armour owned)—U.S. firms
—and Frigorffico Anglo, Leibig’s, and Bovril and Company, British.
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tries which did not normally import Argentine meat and to spur additional
exports of meat and cattle to countries that did. This led to protests of charges
of dumping from some countries and curtailment of orders. Because markets
and packing houses lacked the capacity and the railroads adequate rolling stock
to handle all of the cattle offered, producers had to hold animals on pasture
beyond their prime. The government thereupon authorized slaughter of over-
weight steers for canning. These were paid for at official rates, since the over-
weight resulted from circumstances beyond the control of the producers, further
contributing to the mounting deficits of the companies.

The companies did not receive payment for the steers for canning until the
meat was sold. Export outlets for canned meat were limited, leading to large
accumulations of stocks, which meant that working capital and storage space
needed for other operations were tied up.

For example, CAP had close to 17 million pesos tied up in such “super-
stocks” (22, pp. 7, 18-19). CAP also lost heavily on exports of livestock to Chile,
Bolivia, and Uruguay, which it had expanded in furtherance of the Meat Board’s
drive to find foreign outlets for the cattle exports; livestock did not come within
the compensation scheme arranged for meat exports. (CAP had also taken
similar losses during 1954-55, when it was government-controlled; it was returned
to the stockholders in December 1955.) There was another deficit item, arising
from undervaluation by the Meat Board of shipments to the United Kingdom
during the first months of 1956. All of these awaited adjustment along with
the unpaid balances which had been accumulating since 1946 because the govern-
ment had not made the audits upon which settlements were to be based.

Finally, on August 5, 1957, the Economic and Social Council formalized
procedures for handling unpaid accounts for the “99 months” because of “the
necessity of restoring faith and confidence abroad in the . . . word of the Ar-
gentine Government, lost during the deposed regime.” The Meat Board was
authorized to determine the net losses of the individual companies which had
been “assisted by the State during the period . . . October 1, 1946 and Decem-
ber 31, 1954 . . . from the date which they were incorporated into the system
of aid . . .” (7g)."® The balances due were to be worked out in accordance with
norms set forth in the covering decree, and the Nationa] Recovery Fund was
to provide the means of payment.

18 The analysis was to be subject to a number of conditions. It was to be made on a year-by-ycar
basis, and was to cover purchase, slaughter, and processing of cattle, sheep, and hogs. Included in the
costs recognized was the full price paid for all animals purchased. A variety of packing house activi-
ties and costs was excluded. A “reasonable” profit based on the price paid for the cattle was to be
allowed for the full period. In the case of cattle slaughtered for exportation, the profit allowed was
5.75 per cent; for domestic consumption 1.5767 per cent. However, individual companies that
showed profits in excess of the percentages allowed, and could demonstrate that those profits were the
result of industrial or commercial efficiency in the operations comprehended by the audit, would be
permitted to retain the higher amounts. The analysis was to be made and the balances paid to the
individual companies 120 days after each had presented its accounts for the period under review.
In undertaking to settle the accounts for the “99 months,” the government made it understood that
it accepted no responsibility for the later deficits; its action was not to be regarded as a preccdent, nor
could it be invoked in claiming losses for other periods. (One item reveals an interesting sidelight on
IAPDs financial dealings with the companies. When the government authorized payments on 1ts
accounts with the companies, the payments were labeled as “anticipos’—advances, They were ad-
vances only in the sense that they were payments on accounts whose full amount had not been de-
termined. But, because they were called advances, IAPI treated them as loans and charged interest

on them. The August 1957 decree ordered that the Mcat Board should not include such intercst
charges in figuring processing costs.)
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The Provisional Government was putting its affairs in order preparatory
to turning them over to the administration to be elected February 28, 1958. In
the meantime, however, the arrangements worked out in May 1957 for financing
official prices of steers were not proceeding according to plan, and the Compen-
sation Fund was obliged to make up the differences between official and market
prices in all cases where the buyers represented companies obliged to pay the
guaranteed prices. (This will be discussed in the Statistical Appendix.) By the
time the Provisional Government bowed itself out of office on May 1, 1958, the
Compensation Fund had been exhausted, and the Government was 194.6 million
pesos in arrears to the packers for deficits covering the period May 27, 1957 to
April 30, 1958 (10).

THE RECORD OF THE PROVISIONAL GOVERNMENT

During the first eighteen months of the Provisional Government, it had
continued the livestock and meat policies of the Perén administration virtually
without change. Ceiling prices were maintained for cattle and sheep at levels
which were higher than free market prices would have been with cattle offerings
as abundant as they were. Yet meac for consumption in Greater Buenos Aires
continued to be sold at the same retail levels imposed in 1953. The political and
economic situation was too precarious for even a military junta to risk intensi-
fying unrest by raising them.

As had been the case since the system of official steer prices was adopted in
1941, the meat packing companies were the agents of the government—the
paymasters, the “bankers” in carrying out the intermediate financial aspects of
its policies. These functions they continued to perform, but with smaller finan-
cial involvement, because the unprecedented cost of underwriting price supports
for livestock while at the same time subsidizing meat for domestic consumption
led the administration early in 1957 to eliminate much of the expensive super-
structure of state intervention in the meat industry introduced under Perdn.
In addition, a beginning had been made toward clearing up the backlog of debt
to the packing companies.

THE FRONDIZI ADMINISTRATION AND THE PACKERS

With the government of President Arturo Frondizi the old troubles began
to reappear. On the eve of his inauguration on May 1, 1958, it was announced
that wages would be raised 60 per cent above those of February 1, 1956, the
last government-imposed general increase; one of the first acts of the new Con-
gress was to give statutory effect to the fiat. However, the government did not
adjust the commercial values of the beef produced from steers purchased in
accordance with the May 24, 1957 decree, which provided for such adjustments.
The decree specifically stated that the “fixing of minimum prices for steers in
accordance with the provision of the present Decree, may not give place to the
paying of subsidies by the State” (7¢), and the Compensation Fund, from which
packers’ losses were to be met, was exhausted. Although the Frondizi adminis-
tration assumed responsibility for the arrears on deficits experienced in the period
May 27, 1957-April 13, 1958 that remained unpaid on the latter date, it, the
administration, revealed no intention of doing so for those arising from its own
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acts. It could not afford, and in any event it was not disposed, to assume losses
imposed on a largely foreign-owned industry in consequence of a law that was
country-wide in application. On the other hand it was not prepared to relinquish
or weaken the controls that made such losses inevitable.

This was not the only resemblance to the policies of IAPI in its Miranda-
phase. To the direct impact of the wage increase was added the indirect effect
on cattle prices resulting from a spurt in the demand for meat. Official steer
prices had not been raised since May 1956, and even in April 1958 Liniers
auction prices were only slightly lower than the direct sale average, live weight.
In May and June the Liniers averages were higher in consequence of the active de-
mand. A corollary to disparities between official and auction prices was a drop
in direct shipments of steers to packers, which in May were lower than April
receipts by 70,000 head, a decline of almost 40 per cent, and in June were around
40 per cent of the April total. In order to revive direct sales, and hence reduce
auction competition, the government issued a new list of steer prices on July 2,
averaging 30 per cent higher than the 1956 list, to apply to all packers’ purchases
made since June 23 (23, p. ii).

Before publishing the new official steer prices, the administration had in-
formed the packers that the “commercial values” of steers would no longer apply
in the case of those purchased by them to supply the domestic market. The
commercial values established by the May 1957 decree comprehended the ad-
justments packers were authorized to receive from the Compensation Fund for
the difference between the cost of the steer plus processing and other expenses
and the prices at which the meat produced was sold, when costs were higher
than receipts. Henceforth, government would not be responsible for losses in-
curred in consequence of increased wages or higher steer prices, when steers
were destined to be slaughtered to supply the domestic market. The revision
was made “in order to avoid the payment of a form of subsidy by the State” (4,
p- 20). Commercial values continued to be recognized in purchases for exporta-
tion but in every case, as formerly, the Meat Board decided what the commercial
value would be: proportionately how much for purchase and sales costs, labor,
transportation, overhead, profits, etc. These were adjusted to take the new steer
prices into account but made no allowance for the wage increase. The industry
estimated that the new wage and steer rates would add two billion pesos annu-
ally to production costs (245, p. 8; 25a, pp. 8-9), the equivalent of $47 million,
U.S,, at the free market rate of exchange then current (around 42.5 pesos/$1).

So lively was the demand for steers that auction prices kept pace with the
new official rates, rising from 3.38 pesos per kilo live weight in June to 3.98
pesos in July, a larger absolute gain than had been registered in any year since
1934, at Jeast. The new rates therefore failed to accomplish the purpose for which
they had been adopted; the end result was higher meat prices.

As early as May, the over-all increase in the price of foods had aroused
consumer complaints (without reducing consumer demand). The reaction of
the government was the same as that of Perén when he came to office: a cam-
paign to reduce profiteering. In order to protect producer and consumer interests,
middleman profits were to be held down, and committees were appointed to
investigate each industry almost on a company-by-company, shop-by-shop basis.

Holding down middlemen’s profits in industries and commercial establish-



INTERVENTION IN ARGENTINE MEAT PACKING INDUSTRY 57

ments not subject to the rigid controls exercised over the meat packing companies
was not easy to accomplish. Various methods were attempted and unfavorable
publicity was resorted to when other pressures proved unproductive. In the
case of the wholesalers and retailers of meat, the government tried to persuade
them not to price the meat they sold at more than enough to produce receipts
that would average 25 per cent above the price paid for the meat purchased by
them. They held out for 30 per cent. Neither side was willing to concede.

Negotiations, if that is what the stalemate could be called, dragged on. In
the meantime, cattle prices continued to rise. The advance in steer prices indi-
cated earlier, which averaged close to 18 per cent for the month of July, was
surpassed by the average for all cattle sales, which was close to 22 per cent. The
average conceals the progressive nature of the price rise, which in the course
of the month amounted to 50 per cent (47, p. 15; see the Statistical Appendix
for the details of cattle and meat prices).

Because of the falling off in direct shipments of steers, the packers were
obliged to buy a larger part of their cattle requirements at auction, as is shown
by the following comparisons of the number of head purchased by packers
and abattoirs subject to official price control during July with the April 1958
record, the most recent month in which the totals were not influenced by the
Frondizi wage and cattle price advances (23, pp. 87, 89, 145) :

Cattle Steers

April 1958

Slaughter ............ ... ... ... 584,000 246,300

Direct purchases .................. 225,000 184,800

Market purchases ................. 359,000 62,000
July 1958

Slaughter ................ . ..., 540,800 210,300

Direct purchases .................. 137,900 109,200

Market purchases ................. 402,900 101,100

Of a reduction of 43,200 head in total cattle slaughter, steers accounted for
36,500 head. In an effort to reduce costs, the packers shifted a larger share of
their purchases to animals not subject to minimum price regulations or, in the
case of steers, from the top to lower, cheaper grades (77 per cent of the reduced
steer purchases were in the so-called chiller grades). The consequence of the
changed buying pattern was that of a total drop in beef production of 8,900 tons,
steer meat accounted for 8,000 tons.

The companies had to maintain their working force and, to the extent pos-
sible, tried to supply their traditional markets. The price of Argentine chilled
beef in the Smithfield Market of London, which had been relatively stable from
the beginning of 1956 through the first quarter of 1958, had begun to advance
and by the third quarter of the year was 26 per cent higher than the first quarter
average (23, p. 219). Sales of cured meat to the United States, though compara-
tively small, were nevertheless profitable. And high meat prices in the Buenos
Aires area, though not high enough to cover the advance in operating costs,
helped cut the margin of loss. Nevertheless, operating deficits were mounting;
in addition to bank debts, the companies were far in arrears in payments to
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cattle producers. In mid-July they notified the National Meat Board that unless
relief were forthcoming they would have to suspend operations (245, p. 8).
Despite its depleted treasury and its reluctance in principle to concede respon-
sibility for the packers’ deficits, the government authorized the National Meat
Board to pay the industry up to 200 million pesos “to assure the normal func-
tioning of their establishments with a view of enabling them to meet their
commitments in respect of salary increases, and avert the possibility of delays
in paying for their cattle purchases” (44, p. 35'°). The government could not
afford the drop in meat exports that would occur if the packing houses carried
out their threat. It was in no position to take over the companies itself, and
could not immediately replace the managerial personnel who would leave if
the companies closed. (The experience with the railways purchased from the
British had left a scar. Almost at once there occurred a deterioration in efficiency
that has never been restored.) What was more, they would have a large body
of unemployed workers to provide for if the plants closed. The six American
companies alone (the five of Armour and Swift, which had been combined in
April 1958 as International Packers Ltd., and Wilson and Company) employed
around 45,000-50,000 workers (244, p. 8). These are only two of the reasons
the government was unwilling to permit the companies to halt operations. The
country desperately needed the foreign exchange from meat exports. In addi-
tion export taxes collected on them, which in the case of refrigerated meat
amounted to 13.5 per cent ad valorem, contributed important revenues. Prob-
ably the decisive consideration was that the government was courting foreign
capital investments and had no wish to create the bad publicity which would
arise if long-established foreign-owned companies were to withdraw from the
country because government regulations made it impossible to stay in business.
The 200 million peso credit of mid-July was a temporizing measure, as the
government was well aware. It was, however, reluctant to adopt the solution
recommended by the Provisional Government before it relinquished office and
advanced by the packers in their recent protest: revision of the exchange rates
to allow the companies to earn more from their foreign sales. The President
of the Meat Board supported the position of the companies. Among other argu-
ments, he maintained that if the government allowed exporters of wheat, which
required virtually no processing, 23 pesos per dollar in exchanging their foreign
currencies, there was no justification for an exchange rate of 18 pesos per dollar
for meat, which required a much larger degree of processing (24¢, p. 7). Higher
authorities appeared to be bemused. On the matter of government controls over
foreign enterprises they were as ultranationalistic as Perén had been initially;
witness the reversal of the processes which the Provisional Government had
introduced. They appear to have been opposed to altering the exchange rate

19 The payments were authorized by Decree No. 2,269, July 11, 1958, and were all made within
the next two months, as follows (in million pesos; 14):

August 6 96.1 August 29 3.7
August 7 16.3 September 2 11.8
August 11 25.8 September 15 3.0
August 20 3.6 September 29 9.4
August 25 19.3 Total 189.0
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structure for meat export receipts to allow the packers a larger share of the
carnings, but at the same time had tacitly conceded, by authorizing the 200
million peso advance against deficits already incurred, that the companies could
pot absorb the costs of the wage and steer price increases from current earnings.
While struggling with this dilemma, the administration set a precedent for
future deficits of a larger order than those already caused by its policies.

A demand for maximum meat prices, which began to be heard as soon as
prices began to rise in May, had become a ground swell. Most province govern-
ments had begun reimposing them in May, and furnished the example which
the federal government was urged to emulate (23, pp. ili-v; 258, p. 13). By
July the clamor had become part and parcel of widespread disenchantment with
Frondizi on the part of the working class whose votes had put him into office.
Frondizi, who had campaigned on an intensely nationalistic platform and had
written a book condemning the iniquities of the big international oil companies,
was now granting exploration contracts to foreign oil companies and using
every means in his power to attract foreign capital. Expressions of discontent
with this and the spurt in living costs were going beyond grumbles, and there
was real anxiety that the administration might not survive. Then, on July 23,
the government announced that maximum meat prices would be restored on
August 1 on retail meat prices in Buenos Aires and its suburbs (214, pp. 1, 8).

Actually, the government did not intend to restore the former system of sub-
sidies. The new maximum prices were described as “mobile”: the retail price
to “depend on the price paid by the butcher for the carcass, a margin of 25 per
cent being allowed in each case.” As stated, the purpose was “to protect the
consumer while at the same time seeking to avoid any adverse influence on the
prices received by the producer” (42, p. 37). It was the method chosen by the
government to resolve the impasse with the meat retailers, but the announcement
contained the magic words “maximum prices” to soothe the populace.” And it
was price control; however mild, it was regarded as a possible first step to re-
newed intervention on a larger scale.

Faced with increasing government intervention and other evidences of Peron-
itis in the body politic, the foreign-owned companies immediately notified the
Meat Board that they had stopped buying cattle and that, unless a satisfactory
solution of financial and other arrangements between the government and the
industry were reached within a week, they would close their plants on August 1
and leave the country (24c, p. 1; 264, p. 8). The National Meat Board sprang
into action by trying to persuade the companies, on the one hand, to reconsider,
and other branches of the government, on the other, to move off dead center

20 As one who was in Buenos Aires at the time, I cannot help wondering whether the determining
influence in the decision to restore the controlled prices was the scheduling of a memorial service for
July 26 in a public park in Buenos Aires to mark the sixth anniversary of the death of Eva Perén.
There was apprehension throughout the city as to what repercussions the widely publicized event
might produce, since the followers of Perén who had supported Frondizi's candidacy were rated the
most dissatisfied with his foreign economic policy as president. Early in the week in which the service
was scheduled to take place, pacifists and communists made a token attack—rocks, bottles of ink, and
the lﬂ(Hn the building in which the U.S. Embassy is housed, in protest against the landing of U.S.
troops in Lebanon. This provided Frondizi with an excuse to ban for the time being all gatherings
1n public parks or grounds. Announcement of the restoration of the ceiling prices on meat coincided

iCtlcscly v:r]ith the imposition of the ban, and could well have been intended to offsct some of the rancor
Created.
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and do something positive. Not until it achieved some success in the latter direc-
tion did the companies modify their decision.

On July 26 the Secretary of Agriculture announced that the exchange rates
on meat exports had been revised; the details were contained in a Central Bank
circular issued July 28. In the future, 65 per cent of the forcign exchange earned
on exports of beef, mutton, and lamb would be made at the official rate of 18
pesos per $1, U.S,, or its equivalent in other currencies, and the remainder at
free market rates. Foreign earnings on offals, specialties, and other livestock
products and by-products would be exchanged on a 50/50 basis (42, pp. 15, 57;
23,p.vi).

On this basis the companies agreed to continue operations, at least for the time
being, although it was doubtful whether the situation would be greatly improved
in their favor if a rise in domestic consumption should (1) cause cattle prices to
rise to uneconomic levels and (2) leave progressively fewer animals available for
export slaughter.

Officials of the Secretariat of Agriculture and Meat Board were more con-
cerned over cattle supplies than the companies and with reason. Preliminary
returns from the survey of cattle numbers made annually on June 30 revealed
an alarming situation. The provisional total for 1958 was 40.7 million head,
which was lower than the number reported in the 1947 census (23, p. 5). The
country was consuming its patrimony. For this reason Agriculture opposed es-
tablishment of maximum prices on meat for domestic consumption. It favored
curtailment of meat consumption, rather than encouragement. It tried to have
the maximum price order repealed, and toward the end of July the Secretary
announced that ceiling prices for meat had been eliminated throughout the
country (256, p. 13), which, however, did not mean Buenos Aires. He did not
succeed where the Federal Capital and environs were concerned.

On July 31 the Secretary of Commerce announced that the effective date of
the new price controls for meat in the Buenos Aires area had been postponed,
but only provisionally (244, p. 1). At a press conference on August 2 he asserted
that the rise in meat prices had been much greater than it would have been if
the advance in minimum prices announced in July had not been much larger
than would have been necessary to compensate the producers.?” Prices of meat
in the preceding week were 131 per cent higher than in 1955. There were three
causes of this increase, he continued: the recent modification of exchange rates
for meat adopted in order to offset higher packing house costs [and the resump-
tion of buying by the companies in the open market in consequence]; the normal
[seasonal] contraction of shipments of lightweight cattle; and the preference of
metropolitan consumers for the kind of meat produced by such cattle. His sug-
gested solution was that the slaughter of breeding cattle and young animals be
curtailed, that prices in the interior be adjusted to the indispensable minimum
needed to stimulate cattle production, and, above all, that domestic consumption
of beef be reduced by 20 per cent. Nevertheless, he announced guaranteed meat
prices would go into effect both for the butchers and the public beginning with

21 According to Horacio J. Noboa, the President of the National Meat Board, the new steer prices,
to have been adequate, should have been 44 per cent higher; the “prudent” 30 per cent increasc
actually amounted to only 11 per cent in rcal terms of the 1956 peso (24a, p. 9).
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August 7 (24e, p. 1). Whereupon the butchers staged a strike, which lasted for
several days until the authorities suspended the maximum price order, but only
temporarily (4, p. 18). The President signed a decree on August 9 which estab-
lished maximum prices for all essential foods. In the case of beef, the retailer
would pay 8 pesos per kilo at wholesale, and the public 34 per cent more—30 per
cent being the margin allowed the retailer and 4 per cent to compensate for waste
and shrinkage (266, p.1). (The average prices of cattle, dressed weight, on sales
to the packers and in Liniers auctions in July 1958 were 6.3 and 6.6 pesos, re-
spectively. The wholesaler was the middle link in the sales chain between the
packer and the retailers.)

Aside from the revision of exchange rates in July 1958, the authorities did
nothing to forestall a recurrence of even greater deficits in the future; in fact,
the price ceilings imposed in August turned out not to be the moving levels
announced in July, but fixed prices (this statement is based on official data pub-
lished subsequently; from press reports at the time one gains the impression that
meat prices at the consumer level must have been somewhat higher than official
averages (4w, p. 111).

Throughout the remainder of 1958 the meat and packing house situation was
turbulent. In one respect it was a manifestation of a general vociferous and bitter
reaction against the changed attitudes of Frondizi and a resurgence of Peronista
activity in the labor unions which were the stronghold of the reaction. In another
respect the uneasy state of the meat industry was caused by inadequate supplies
of cattle; the average of direct shipments to central packers and abattoirs and to
the Liniers Market during the last five months of 1958 was 156,000 head per month
lower than in the first seven months. The strongest recession occurred in direct
sales, which in the last five months of the year totaled only 17,500 more than in
January. The most precipitous drop occurred in August. Layoffs in the packing
houses caused by shortages led to a general strike in one plant which lasted for a
month, with the government paying the wages of absentee workers for the entire
period (25¢, p. 10).

Labor relations throughout the whole industry deteriorated during the re-
maining months of the year, with the leaders clamoring for nationalization or
expropriation of the companies. Once again they were in financial difficulties
because the advantages of the exchange concession of July were eroded by declin-
ing exports and the prices of cattle at Liniers auctions, which on December 6
averaged 148 per cent higher than on June 6 (the increase for steers was 152 per
cent). Toward the end of November most companies were curtailing their
market purchases, and one had stopped buying altogether. During the first week
in December (4, p. 19)

the retail butchers’ association . . . decided to suspend purchases of beef from
the wholesalers, thus virtually and voluntarily going out of business for the
time being. The main reason adduced for the decision was that, at the present
high prices which the retailer has to pay the wholesaler, his prices to the public
would inevitably provoke consumer-resistance, and the consequent contrac-
tion of sales would endanger his profit margin. It is stated that, among the
steps the butcher trade would like to see taken are: 1) a system of ceiling
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prices applicable to the Liniers cattle market; 2) price-marking for the dif-
ferent beef cuts at the wholesale trade stage, and 3) retail prices to be fixed
at 30 per cent net above these wholesale prices.

The government again tried to iron out the situation, first by trying to induce
packers to observe a gentlemen’s agreement not to outbid each other in the cattle
markets, with the expectation that cattle prices could be stabilized. This did not
work, with the result noted in one headline that “Cows Jump Over the Moon”
(4, p. 15). Various other expedients were considered and announced: exports
to the United Kingdom would be curtailed; slaughter for domestic consumption
in the main cattlc zone would be reduced to 30 per cent below the July 1958
record; Mondays and Fridays would be beefless days in restaurants.

It had all happencd before, and looked as if the whole complex of costly
controls was going to be revived. Then suddenly the government gave up.
Everything was completely out of hand. It removed price controls on meat and
exports, and abolished the multiple exchange system for most products; only
the official steer grading system remained. For the first time in almost twenty
years the meat packing companies were on their own.”

STATISTICAL APPENDIX

Table A is unorthodox in arrangement. The main purpose is to illustrate
the interplay of official stecr prices and auction prices in Argentina’s chief cattle
market. In order to facilitate direct comparison, the price columns are placed
side by side in the middle of each section. A secondary purpose is to show influ-
ences on prices and of prices on sales; this is done by means of the column giving
volume of sales, explanatory footnotes, and by textual elaboration.

Official steer schedules are not given because they are not comparable to

22 As of March 1960 the Argentine government had paid 6,444 million pesos (10) to cover
deficits stemming from Perdn's intervention in the meat trade.

The following statement recapitulates payments reported to this point (in million pesos):

Clean-up Bond ..ttt e e e 3,957
National Economic Recovery Fund
5 T S 2,724
1057 ot e e 879 3,603
May 27, 1957-April 30, 1958
Packing house deficits ..o vnvunnin i e e 195
Payments authorized July 1958 ... . 189
SUD-LOTAl v vttt e e i e ey 7,944
Amount duplicated in National Economic Recovery Fund and Clean-up Bond
10T 1,433
Y 6,511

This total is higher than the one given above, but the Clean-up Bond total is the upper limit author-
ized for expenditure on the various current meat accounts. Argentine packers included in the system
of state subventions received 36 per cent of total subsidics reported by the Sccretary of Agriculture to
the Scnate in August 1958. (Actually the comparison was between national and private companics;
2,127 million pesos for the former, and 3,809 for the latter [24f, p. 3], practically all of which were
foreign. At that time the audit of past payments had not been completed.)

Still outstanding are a part of the “15 per cent subject to audit” claims dating from 1946. Prac-
tically all of the indebtedness through 1954 has been sctticd and the claims for the years 1955 and
1956 have been worked out by the Mecat Board (23, p. xii). These are being handled on a company-
by-company basis, and those companies which have reached agreement with the National Meat Board
as to their totals have received all but a relatively insignificant balance for which funds are not im-
mediately available. Whether such payments as have been made to date are included in the report of
total payments is not clear.
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market prices, official prices being published in terms of pesos per kilo, dressed
weight; market prices on the basis of live weight. Even if both were based on
Jive weights, they cannot be compared on an annual basis. The market prices
are weighted averages; the official are list prices applicable to grades whose bases
tended to vary from schedule to schedule, and which in any event would give no
idea of the proportion of total steer sales to which each grade applied. Further-
more, if all other things had been equal, there remains the fact that only in 1947,
1948, and 1957 did a single schedule apply throughout the year. With the excep-
tion of 1939—included in the table for the purpose of comparing the magnitude
of sales—prices of steers sold by the producers directly to the packers are averages
of total sales made at official prices. These averages are influenced by the com-
position of sales, which differ from year to year; illustrative of this point are those
for 1947 and 1948, during which the same price schedule applied.

For the years 1945 through 1954, at least, the prices of cattle other than steers
also were indirectly controlled by the invoice prices on meat exports issued to
the exporting companies by the government; for the period May 1955-February
1957 the prices of all cattle sold directly to packers were fixed.

Official prices influenced Liniers prices because they were mandatory minima
for auction purchases of steers by packers and abattoirs subject to the official price
system, except from May 1955 through May 1957, when that rule was in abey-
ance for market operations. Even in those years the official prices had an indirect
effect, in that the removal of price supports for sales made at auction caused
producers to ship so many steers directly that there was a lively competition for
the small number sold in the Liniers Market.

It is probably too obvious to point out that, in a market situation in which
controlled prices and auction markets both operated, producers would favor the
latter in periods of cattle shortages, and that auction prices would therefore rise
above official levels. This was not the case, however, in 1945, 1946, 1950, and 1953,
Special circumstances prevailed in each of these years. Despite a drop in 1945
and 1946 of 500,000 head in the combined cattle offerings at Liniers and to central
packers below the 1944 record, the market average was lower than the official
because lengthy port and packing house strikes caused the packers to curtail
market purchases. Suspension of meat exports to the United Kingdom from
late July 1950 through April 1951 produced the same reaction in 1950. Cattle
offerings through both outlets in 1953, though 400,000 above those of 1952, never-
theless were at the same level as in 1945 and 1946. It was in 1953 that the govern-
ment decided to raise official prices high enough to revive direct sales, and to
make official prices maxima for all steer sales, whether direct or at auction.
Unquestionably the recovery of cattle numbers, as reflected in the increase in
offerings during the year, was responsible for the belated success of the efforts
to stabilize prices.

The developments responsible for price disparities between 1957 and 1958
have been discussed so recently as not to require recapitulation. The influence
of these developments is not clearly discernible from the averages in Table A,
and for that reason monthly averages are used in Tables B and C for the purpose
of timing the developments and the reaction to them.



TaBLE A.—DIRecT anD LiNiERs MARKET SALES AND AVERAGE PRICES, ALL CATTLE AND STEERs, 1946-1958*%

Steers Cattle
Direct, Liniers Direct, Liniers
Central Packers Market Central Packers Market
Million Pesos/kg Pesos/kg  Million Million Pesos/kg Pesos/kg Million
Year head live wt. live wt. head head live wt. live wt. head
1939, ..ol 1.9 0.257 0.238 0.5 2.0 0.252 0.230 2.3
1945, ... . .l 0.8 0.383%% 0.378 0.7 0.9 0.376 0.377 2.2
1946, ... ... . L. 0.9 0.430° 0.410 0.6 1.3 0.398 0.385 2.6
1947, . 0.9 0.502 0.497 1.0 1.6 0.463 0.478 3.4
1948, . ... ... oL 0.7 0.517 0.527 0.9 1.2 0.490 0.527 3.5
1949, . ... il 0.8 0.613¢ 0.627 0.8 1.2 0.579 0.619 3.5
1950, . ... o o 0.7 0.754¢ 0.753 0.9 1.4 0.671 0.720 3.6
1951, ... oot 0.4 1.1677 1.197 0.9 0.9 1.082 1.154 2.8
1952, . i 0.4 1.589¢ 1.685 0.7 1.1 1.596 1.621 2.7
1953, . .o 0.8 2.077% 1.971 0.7 1.1 1.974 1.937 2.0
1954, ... il 1.6 2.144 2.046 0.7 2.0 2.072 1.925 1.7
1955, . . o 2.0 2.2977 2.037 0.3 3.5 2.115 1.867 1.6
1956, el 2.6 2.898% 2.625 0.3 4.6 2.648 2.280 1.8
1957, o 2.0 3.096 2.730 0.7 3.1 2.802 2.518 3.1
1958. .. 1.3 3.470 4.776 1.3 1.6 3.321 4.041 4.2

* Argentina, Junta Nacional de Carnes, Reseia Afio 1957. “Apendice Estadis-
tico: Comercio Interno” (n.p); , Resefia Afio 1958, pp. 145, 147, 160.

@ Jtalics indicate higher comparative price.

b Reflects new official steer prices, effective as of June 18, 1945, which ranged
1-10 per cent higher than previous schedule (in force since Jan. 3, 1944), with an
average increase of 6 per cent for all grades on a dressed weight basis.

¢ A new steer schedule, effective as of October 1, 1946, raised prices from
22-36 per cent depending on grade and weight, with an average of 28.8 per cent.

@ The first change 1n steer prices since 1946 became effective as of April 1,
1949 (as in the case of the two previous schedules mentioned above, the decree
authorizing the new prices was made later in the year than the effective date—
in this case on August 8, 1949—with retroactive application). Increases ranged
from 26 per cent in the lowest grades to around 39 per cent in the two top grades,
which included the greater part of the meat produced. Because of the penalties
for over-weight within grades, it is useless to attemnpt an over-all average.

¢ Official steer prices were raised on June 6, 1950 by around 23 per cent in the
top grades, and were revised on August 21 to favor lower weights within grades.

! Prices of steers at the desired weight limits for the two top grades were in-
creased by 48 per cent on July 1, 1950; only token increases were granted in the

9 A further increase of 21 per cent in all but the bottom grades went into
effect on January 1, 1952, and another of around 3.4 per cent on May 15. On
October 10, 1952 another schedule was issued using the same maximum prices
per grade established in the May schedule but, by raising the desired weight,
making steers that had been penalized for excess weight in the four preceding
schedules eligible for the top prices per grade.

% Steer prices were advanced twice in 1953: the first time on January 1; the
second on March 26, which brought official prices to levels around 32 per cent
higher than in the last 1952 schedule.

# The desired weight level was lowered on February 2, 1954, and a token
price increase was made for steers in the favored range. Those which weighed
in excess of the maximum favored weight in the new list brought lower prices
than in the preceding schedule.

J An increase averaging around 6 per cent went into effect on September 1,
1955, and another, averaging 13 per cent, on December 12, 1955,

56k Official steer prices were raised on an average of 20 per cent as of May 29,
1956.

! A 30 per cent advance went into effect as of June 23, 1958.
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TasLe B—STEER Prices, Direct aND LiNters MARKET Purcrases, MoNTHLY AvERAGESs, 1957-58%

Direct purchases? Liniers sales?

Live Yiclde¢ Dressed Live Yield®  Dressed
weight (per weight? weight (per weight?

Year and month (pesos/kg) cent)  (pesos/kg) (pesos[kg)  cent) (pesos|kg)
1957 Jan. ..., 3.098 60.3 5.138 2.562 56.8 4.511
Feb,.......... 3.085 60.4 5.108 2.647 56.9 4.652
Mar., ......... 3.091 60.1 5.143 2.600 57.1 4.553
Apr. ......... 3.004 59.4 5.057 2.545 56.7 4.489
May ......... 3.061 60.6 5.051 2.905 57.5 5.052
Jun. ... 3.154 60.0 5.257 3.060¢ 58.2 5.258
Jul. ...l 3.051 60.4 5.051 2.892¢  58.0 4,986
Aug. ......... 3.082 60.3 5.111 2.737¢  57.7 4.743
Sep. ool 3.133 61.2 5.119 2.811¢  59.8 4.701
Oct. ool 3.162 61.1 5.175 2.816¢ 59.1 4.765
Nov. ......... 3.179 61.3 5.186 2.666° 59.3 4.496
Dec. ......... 3.121 61.0 5.116 2.485¢  59.9 4.148
Average .......... 3.096 60.5 5.117 2.730 58.4 4.675
1958 Jan. .......... 3.130 61.8 5.064 2.609¢  59.6 4.377
Feb, .......... 3.096 60.9 5.084 2.739¢  58.4 4.690
Mar., ......... 3.059 60.5 5.056 2.841¢  57.6 4.932
Apr. ......... 3.011 59.8 5.035 2.965 57.6 5.148
May ......... 3.008 59.6 5.047 3.132 58.3 5.372
Jun. .......... 3.082 58.2 5.291 3.384 58.9 5.745
Jul. ..ol 3.983 61.0 6.530 3.978 57.8 6.882
Aug. ......... 4.072 61.2 6.654 4.644 58.7 7.911
Sep........... 4.672 62.1 7.523 4.697 59.1 7.948
Oct,.o.o.ov.l. 4.818 61.9 7.784 4.960 59.1 8.393
Nov. ......... 4,968 61.0 8.144 5.885 59.2 9.941
Dec. ......... 8.460 58.7 14.412 8.671 59.0 14.697
Average ..... ..... 3.470 60. 5.717 4.776 58.7 8.136

* Argentina, Junta Nacional de Carnes, Reseiia Afio 1958, pp. 91, 145, 147.

¢ Average of purchases at official minimum prices.

¥ Average of Liniers Market auction prices.

9 Computed. According to the National Meat Board, the yield—i.e., the relation of dressed weight
to live weight—of cattle sold directly to packers and those sold at auction is not strictly comparable
because, under Argentine law, cattle shipped directly from producer to packer are weighed immedi-
ately after leaving the train, while cattle sold in markets usually are fed and watered upon arrival,
before weighing. Consequently, dressed weight of animals of approximate grades and weights is
lower in the case of market purchases than in the case of direct shipments by comparison with the
live weight tonnage.

¢ Dressed weight at the slaughter floor corresponds to the following preparation: the head is
scparated above the first cervical vertcbra; the lower leg is cut at the second joint between the hock
and the knee; the tail is separated below the first vertebra; the diaphragm, kidneys, and the fat of
the kidneys, pelvis, pelvic canal, and, in the case of cows, the udder, adhere to the carcass.

¢ Under the “‘compensation price” formula set up by the decree law of May 27, 1957, as elabo-
rated by the National Meat Board, the prices of steers sold at auction were averaged at the end of
cach day and, in the case of those which had sold at prices below the average, the purchaser, if subject
to the official price system, was required to make up the difference between the purchase price and

the average. Bonuses thus paid averaged as follows, in pesos per kilogram live weight:
1957 Jun. Jul. Aug. Sep. Oct. Nov. Dec.
.010 .049 .080 .078 .092 210 .328
1958 Jan. Feb. Mar.

.238 .098 .013

Since these.are averages for all steers sold, and not alone those to the packers and abattoirs required
to pay official prices, the bonuses paid by the latter were higher than those listed above, and hence
ave not been used in figuring dressed weight prices.
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TasLe C—CaTTLE PricEs, DirecT AND LiNiERs MARKET PurcHAsES, MONTHLY AVERAGES, 1957-58+

Direct purchases® Liniers sales?

Live Yield®  Dressed Live Yield®  Dressed

weight (per  weight¢ weight (per weight?

Year and month (pesos|kg)  cent) (pesos/kg) (pesos/kg)  cent)  (pesos/kg)
1957 Jan. .......... 2.820 58.5 4.821 2.289 55.2 4.147
Feb. ......... 2.812 58.8 4.782 2.340 55.7 4.201
Mar. ......... 2.833 58.9 4.810 2.352 55.3 4.253
Apr. ......... 2.764 58.1 4.757 2.283 55.0 4.151
May ......... 2.614 57.9 4.515 2.618 55.2 4.743
Jun. ...l 2.718 57.5 4.727 2.694¢  56.0 4.811
Jul .. 2.665 57.6 4.627 2.569¢  56.0 4.477
Aug. ......... 2.702 57.9 4.667 2.495¢ 55,5 4.495
Sep. .......... 2.858 59.4 4 811 2.674° 56.8 4,708
Oct. ...oov.t 2.974 59.9 4.965 2.643¢ 56.9 4.645
Nov. ......... 2.944 59.9 4.915 2.487¢  57.4 4.333
Dec. ......... 2.950 59.9 4.925 2.445¢  58.0 4.215
Average .......... 2.802 58.7 4.773 2.518  56.2  4.480
1958 Jan. .......... 2.981 60.8 4.903 2.555¢ 57.5 4.443
Feb........... 2.955 59.9 4.933 2.610¢  55.9 4.669
Mar. ......... 2.928 59.6 4.913 2.561° 54.6 4.690
Apr. .. ... 2.878 58.8 4.895 2.694 54.5 4,943
May ......... 2.860 58.3 4.906 2.789 54.8 5.089
Jun. ... 2.859 56.3 5.078 3.005 55.3 5.434
Jul. .......... 3.745 59.5 6.294 3.665 55.3 6.627
Aug. ......... 3.875 59.3 6.535 4.396 56.8 7.739
Sep. .......... 4.512 60.8 7.421 4.496 57.2 7.860
Octooovvon.. 4.760 61.2 7.778 4,891 57.4 8.521
Nov. ......... 4,908 59.9 8.194 5.717 58.0 9.857
Dec. ......... 7.665 56.7 13.519 8.379 57.8 14,497
Average .......... 3.321 59.5 5.582 4.041 56.3 7.178

* Junta Nacional de Carnes, Resefia Afio 1958, pp. 92, 145, 147.

@~d, inclusive: same as in Table B.

¢ On the basis of total cattle sales, the premium paid by packers on steers purchased at auction at
prices below the official minima (sce footnote ¢, Table B) brought up the average cattle prices for the
months indicated by the following amounts (pesos per kilogram, live weight):

1957 Jun. Jul. Aug. Sep. Oct. Nov. Dec.
.002 .013 .018 .023 .034 .091 .143
1958 Jan. Feb. Mar.

.093 .029 .003

A glance will suffice to inform the reader that these two tables are to be used
to illustrate other matters than the one already alluded to. They are intended
to serve two purposes, the second of which will be discussed later. For the
moment, our concern is with the first and fourth statistical columns in both
tables, but first an explanatory digression.”®

It will be recalled that on February 27, 1957 the Provisional Government
abolished the meat subsidy in Buenos Aires and suburbs and removed ceiling
prices on all cattle except steers. Retail meat prices, which had been virtually
unchanged since 1953, moved up rapidly through June. In a list of prices of six

23 The dressed weight prices are merely live weight prices divided by the yield; they represent no
difference in the return to the producer.
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representative cuts published regularly by the government statistical office, the
June 1957 averages ranged from 52 per cent for rump roasts to 176 per cent for
soup bones above those of December 1956. Buyer resistance began to make itself
felt in July, and prices fell throughout the last six months of the year, when a
recovery set in, which through April was considered steep but which nevertheless
left prices lower than in the previous June. Came May 1958 with a 60 per cent
wage increase, with the dual effects on demand and prices already discussed, and
July with a 30 per cent average advance in steer prices. The rise in retail prices
led to reimposition of ceilings on meat prices to the consumer in August.

In order to compare the advances of cattle and steer prices in the Liniers
Market auctions and direct sales with those of meat, the price of asados** was
selected because it is the closest to the mean of the six beef cuts for which price
series are published by the government statistical office and is also quite consistent
in its relationship with the total of other prices throughout 1957 and 1958 (274).
The comparison is in terms of percentage increases (steer prices are included
because they are an important component of the cattle price average, because they
continued to be fixed for direct sales, and because, after revision of the national
meat law on May 24, 1957, they were once more minima for auction purchases
by the companies subject to the official grading and price system).

Cattle Steers
Direct Liniers Direct  Liniers
Period Asado Sales Market Sales  Market
Jan. 1957-Jun. 1957. .......... 70 (—4) 18 2 20
Jan. 1957-Dec. 1957 ... ....... 53 5 7 1 (-3)
Jan. 1957-Apr. 1958 .......... 59 2 18 (-3) 16
Apr. 1958-Aug. 1958 ......... 61 35 63 35 57
Apr. 1958-Nov. 1958 ......... 58 70 112 65 99
Apr.1958-Dec. 1958.......... 120 166 212 181 192

The previous tabulation compared the advance of list prices of the asado with
weighted averages of cattle and steer prices, live weight. That which follows
gives average list prices of the beef roast in pesos per kilo (27) and then shows
the percentage differential between weighted averages of prices (dressed weight
basis) of cattle sold directly to central packers and abattoirs and in Liniers Market
auctions (‘Table C):

Asado prices as per cent of cattle prices

Month Asado Direct sales Liniers Market

1957 1958 1957 1958 1957 1958
Jan. ...l 4.80 7.34 99 150 116 165
Feb............... 4.88 7.44 102 151 116 159
Mar. ............. 6.95 7.46 144 152 164 159
Apr. ... ... 6.96 7.65 146 156 168 155
May ............. 7.09 8.45 157 172 150 166
Jun. ..ol 8.16 8.82 173 174 170 162
Jul Lo 8§.19 10.86 177 173 183 164
Aug. ............. 8.10 12.29 173 188 180 159
Sep. ..., 7.71 11.73 160 158 164 149
Oct. ..ol 7.62 11.76 154 151 164 138
Nov. ............. 7.37 12.10 150 148 170 123
Dec. ............. 7.3¢ 16.82 149 124 174 116

24 Asado means “roasted.” The cut known as the asedo is the short-rib section of a side of meat.
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‘The margins would be wider if an average of all retail meat prices could be
given, but such averages are available only in the annual series. (For 1957 and
1958 they average around 16 per cent lower than the monthly series used.) On
the other hand, the margin would be narrowed by the bonus on sales indicated
by note ¢, Tables B and C. At best, the tabulation can be no more than suggestive,

Between the cattle producer and the consumer lie three stages: the processor,
the wholesaler, and the retailer. From the price paid to the producer, the proc-
essor deducts credits for by-products; to the balance he adds processing costs,
allowance for shrinkage, overhead, profits, taxes, etc. The only figures I have
that pertain to this process are for chiller grade steers in August 1958, after the
60 per cent wage increase and 30 per cent price increase were in effect; these
indicate that, without making allowance for profits and taxes, approximately
20 per cent was added in the course of processing to the prices paid by the proces-
sor to the producer. The only other datum is the 34 per cent increase over and
above the wholesale price which the retailer was allowed to collect by the August
1958 decree. Even with two unknowns—packers’ profits and taxes and the
amount above the packers’ price added at the wholesale level—at least 60 per cent
was added to the dressed weight price of the cattle. Even with this smattering of
information it is difficult to see how the domestic trade could have been profitable
to the entrepreneurs after May 1957, although they certainly must have been
able to do fairly well during the ten months March-December 1957. If that were
the case, how does one explain the bonuses paid by the government in each of
the ten months beginning with June 1957? The unit prices on Liniers purchases,
as shown in Table D, suggest an answer.

In each of the ten months the average of prices paid by the National Packing
House of Buenos Aires for purchases on its own account was higher than the
Liniers average on total sales; in eight months of the ten the same was true of
CAP and the abattoirs (column a) required to pay official prices for steers. Steer
purchases by the private packers may occasionally have gone above the daily
average, but the comparative low monthly average of prices paid by them during
that period suggests that their Liniers purchases were largely composed of cattle
other than steers. This further suggests that the packing house subsidies paid
by the government in June 1958 to cover deficits incurred between May 1957 and
April 1958 went almost entirely to Argentine companies, unless there were also
losses on export sales. ‘The unit prices of meat exports in Table E do not lead
to such an inference, when compared to the dressed weight prices in Tables
B and C.

Exported meats require a larger degree of preparation, handling, and pack-
aging than those that move directly into local markets, especially since most meat
produced for local consumption in Argentina is sold within a short radius of
the place of slaughter. Handling, shipping, and ancillary expenses add still more
to purchase prices. Taxes on exported meat are much higher than on that sold
at home. Steer meat, and especially the more expensive grades, comprises a larger
proportion of exports than is comprehended in the weighted averages of total
sales. The tonnage exported includes packaging, which in the case of canned
meat contributes probably more to total weight than is compensated by loss of
weight from the dressed weight equivalent in meat shipped on a bone-out basis.



TABLE D. —ARGENTINA: CATTLE PURCHASES, LinIERS MARKET, VorLUuNME axp UniTt Price, 1957, 1958*

Volume (1,000 head) Unit Price (pesos/kg, live weight)

Private Nat'l Abattoirs Private Nar'l Abattoirs
Year and month Total CAP packers Frigrifico (a) (b) Total CAP packers . Frig. (a) (b)

1957 Jan. .......... 157 25 30 48 21 33 2.29 2.37 2.35 2.41 2.40 1.92
Feb........... 147 32 26 38 23 28 2.34 2.49 2.16 2.53 2.54 1.98
Mar. ......... 217 41 35 71 31 39 2.35 2.35 2.33 2.52 2.43 2.12

Apr. ......... 227 34 27 71 28 67 2.28 2.27 2.15 2.45 2.43 2.10

May ......... 290 45 75 72 36 62 2.62 2.63 2.43 2.91 2.78 2.35

Jun. ...l 316 48 84 65 33 86 2.69 2.86 2.50 3.00 2.90 2.19

Jul. ... ....... 301 42 59 67 34 99 2.60 2.62 2.31 2.84 2.80 2.43
Aug. ......... 272 31 55 51 36 99 2.50 2.42 2.01 2.87 2.76 2.44
Sep........... 287 30 48 76 31 102 2.67 2.57 2.29 2.98 2.87 2.64
Octoooovvvnnt. 322 46 48 83 24 121 2.64 2.67 2.21 2.93 2.68 2.71
Nov. ......... 285 50 42 64 22 107 2.49 2.60 2.15 2.77 2.47 2.46

Dec. ......... 284 34 36 58 23 133 2.45 2.46 2.15 2.76 2.44 2.34
Total or average. ... 3,106 459 564 764 341 978 2.52 2.55 2.28 2.77 2.65 2.20
1958 Jan. .......... 330 44 50 68 27 141 2.56 2.62 2.25 2.84 2.63 2.46
Feb. ......... 283 32 44 59 34 114 2.61 2.64 2.22 2.86 2.73 2.60

Mar. ......... 324 33 64 62 40 125 2.56 2.62 2.10 2.80 2.72 2.51

Apr. ......... 366 3 84 69 30 150 2.69 2.81 2.27 2.94 2.89 3.54

May ......... 400 38 111 64 34 153 2.79 3.01 2.46 3.03 2.97 2.48

Jun. .......... 437 49 139 70 30 149 3.01 3.35 2.81 3.22 3.08 2.59

Jul. ... 386 44 86 64 39 153 3.67 3.87 3.27 4.00 3.82 3.29

Aug. ......... 312 45 59 70 27 111 4.40 4.54 4.03 4.81 4.39 4.23

Sep. ..ol 316 35 43 88 32 118 4.50 4.71 4.14 4.80 4.52 4.33
Oct...oovv et 355 47 63 99 37 109 4.89 4,93 4.74 5.06 4.87 4.85

Nov. ......... 340 45 90 82 35 88 5.72 5.72 5.85 5.91 5.53 5.59

Dec. ......... 363 45 121 93 E 82 8.38 8.75 8.45 8.75 8.21 7.59
Total or average. ... 4,213 489 953 887 387 1,497 404 428 401 Sl 39 342

* Argentina, Junta Nacional de Carnes, Resefia Aiio 1958, p. 149.
@ Subject to official price system. .
b Concessionaires of National Packing House and slaughter yards of Buenos Aires and suburbs.
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TasLe E.—ARGENTINA, MeaT Exports, MonTHLY, 1957~1958%

Unit Excha
Volume Value pricc® fcil}tl:::‘gc

(1,000 (million ($1,000 (pesos/ (pesos|

Year and month tons) pesos) U.s.) kg) 3!
1957 Jan. .......... 51.3 531.1 28,157 10.35 18.8
Feb. .......... 49.5 379.1 20,147 7.66 18.8
Mar........... 53.8 429.5 22,985 7.98 18.7
Apr. ... .. ... 50.0 396.8 20,724 7.94 19.2
May .......... 46.6 394.9 20,549 8.47 19.2
Jun., ... 41.1 396.7 19,961 9.65 19.9
) L1 R 50.1 435.4 21,408 8.69 20.3
Aug. ......... 55.1 466.2 23,218 8.46 20.1
Sep. ..ol 47.1 449.5 21,736 9.54 20.7
Oct. vovvvvnnn. 47.3 440.5 20,849 9.31 21.1
Nov........... 58.1 482.8 24,225 8.31 19.9
Dec. ...c.v... 51.0 409.0 20,888 8.02 19.6
Total or average....601.0 5,055.9 256,584 8.41 19.7
1958 Jan. .......... 60.3 474 .6 24,700 7.87 19.2
Feb. .......... 50.5 404.5 20,757 6.71 19.5
Mar........... 54.2 449.9 23,192 8.30 19.4
Apr. ........ .. 57.0 485.6 24,502 8.52 19.8
May .......... 58.9 599.7 29,070 10.18 20.6
Jun. ... 64.1 648.7 31,122 10.12 20.8
Jul ..ol 52.8 555.1 25,881 10.51 21.4
Aug. ......... 49.0 610.1 22,652 12.45 26.9
Sep. ...l 40.3 644.0 20,546 15.98 31.3
Oct. vovvvinnn. 48.4 808.8 23,241 16.71 34.8
Nov. ......... 53.4 874.7 22,849 16.38 38.3
Dec. .oovvvnn. 56.6 1,024.2 26,839 18.10 38.2
Total or average....645.4 7,579.7 295,351 11.77 25.7

* Argentina, Direccién Nacional de Estadistica y Censos, Boletin Mensual de Estadistica, January
1958-July 1959.
@ Calculated.

Nevertheless, steer meat made up around 65 per cent of the export weight of
total meat exports in 1957 and 1958, including mutton and pork, and 75-80 per
cent of refrigerated shipments. Even so, the margin between dressed weight
steer prices seems to have been wide enough to have covered the excess costs men-
tioned and still have returned profits for the period under immediate purview, as
well as for the last seven months of 1958, after the advance in all cattle and
meat prices arising from the expansion of earning power in May 1958 and the
advance in steer prices as of late June. This would not have been true without
the revision of the exchange rate structure for meat exports introduced on August
1, 1958 (65 per cent at 18 pesos/$1 U.S.; 35 per cent at the open market rate).

Because of the larger volume they were equipped to process, the greater effi
ciency of their operations, and established export markets, the companies which
participated most actively in the export trade were in a much better financial
position than those which served the domestic market almost exclusively. Yet
it was the private firms that were the most cautious in their bidding in Liniers
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Market auctions, and those which chiefly served the domestic market that were
most active in bidding up prices. The more favorable prices obtainable at Liniers,
partially a consequence of their bids, led producers to prefer to sell there, rather
than directly to packers at controlled prices—a recurrence of what had occurred
between 1947 and 1953. Direct sales, which fell off somewhat in May 1958, plum-
meted after July, forcing packers to buy most of their requirements at auction
(sec Table F). To the extent possible, they reduced their slaughter for con-

TansLe F.—CATTLE AND STEER SALES TO CENTRAL PACKERS AND IN LINIERS
MarkET, MONTHLY AVERAGES, 1957-58%

(Thousand head)

Cattle Steers

Year and month Linjers Direct Liniers Direct

1957 Jaf. oeverineeennn. 157 435 44 233
Feb. .............. 147 391 36 212
Mar, .............. 217 267 32 183
Apr. ...l 227 258 31 177
May .............. 290 264 43 161
Jun. ...l 316 176 64 108
Jul. oot 301 210 63 128
Aug. .ooiinn.. 2R 271 49 172
Sep. ...t 287 188 70 134
Oct..vvviiinnnnn 322 187 100 145
Nov. ....ooevinnt. 285 229 104 170
Dec. oviivii..t. 284 186 101 148

1958 Jan. ............... 330 278 106 225
Feb. .............. 283 222 69 181
Mar, ........... ... 324 235 64 195
Apr. .............. 366 225 61 185
May .............. 400 147 77 114
Jun. ...l 437 106 114 76
Jul. ool 386 138 9%4 109
Aug. .............. 312 64 108 47
Sep. ..ot 316 64 115 51
Oct. ..ovvviivnann, 355 97 141 83
Nov. ..oovvviin... 340 54 159 44
Dec. ..ooviii.t. 363 18 194 12

* Argentina, Junta Nacional de Carnes, Resefia Afio 1958, pp. 145-47.

sumption, which by November 1958 could not have been conducted at other
than a loss. The bigger export earnings made possible by the downward slide
of the free market rate of the peso appear to have offset losses on the domestic trade
until November, when all the companies were being pinched between the high
level of cattle prices and the ceilings on retail beef.

For two reasons, this statistical appendix has dwelt on the details of the years
1957 and 1958: (1) they are the only two years for which all of the details pre-
sented are available on a monthly basis; (2) they cover the two most crucial years
of the Argentine government’s attempts to eliminate the crippling subsidies with
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which it had been burdened by the Perén policies and its own mistakes, while
at the same time attempting to maintain controls adopted earlier for the purpose
of regulating the foreign-owned companies.
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