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» D -#mos E. Taylor was born in Glenville, Pennsylvania,
on 4 July 1e93. He received his h:B. degree from Cettysburg
College in 1915, i.h, degree from the University of Chicago

in 1520, and his Ph.,D. from the University of Pennsylvania

in 1924. He served in the AEF during World Wwar I. Dr. Taylor
nas held the following positions: Member of the faculty,
Wharton School of Commerce and Finance, University of
Pennsylvania, 1920-1930; hssistant Chief, Finance Division, -
‘Bureau of Foreign and Domestic Commerce, 1931~1939; Chief,
‘Finance Division, Department of Commerce, 1539-19403 Chief,
International Economics Unit, Department. of Commerce, 1940- -
19423 Chief, Division of Research and Statistics, Department
of Commerces -1942-1943 Director, Buresu of Foreign-and
Domestic Commerces 1943-1947; Director, Department of Economic’
and Social 4ffairs, Pan hmerican Unior, since 1947; Exscutive’
Secretary, Inter—imerican Zconomic and Social Council; since
1947. Dr. Taylor was representative, Pap hmerican -Union, to
the Inter—american Economic and Social Council at First and:.
Second Sessions of the U.N. Economic Commission for Latin
MWmmSmﬁ%mcmm,mmI%&Cmme4mew@;

as well as representative, Pan imerican Union, at the Sscond:
Inter—-american Statistical Congress, Bogota, Colombia, Jenuary
1950, He is a member of the tmerican Economic hssociation, ’
Royal Economic Society, hcademy of Political Science, and
Inter—fmerican Statistical Institute.  He has contributed.
- pumerous articles to several economic journals and is the
author of several books.
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- TATIN AMERICA=—~ECONOMIC SURVEY AND POTENTIAL
LT 16 ¥arch 1950 -

COLONEL KINGs Géhgral‘Holman,'gueSts,'and,gentlemens;.Latin America
has been of .special concern to the United States since that December day
in 1823 when‘President.Monrce-ahnbunged to the world the Monroe'Doctrine,

More receritly, the Bogota Conference and President Truman’s Point IV -
Program have further assured hemispheric solidarity. During.and since
World War II, our Latin American States have provided us with many . -

critical~andﬂstrategic~materials-so'vital»tO'our'e¢onbmy,;.

Our speaker today has had a long and distinguished career in the
political and economic fielde .As Director of the Depariment ef Economic .
and Social Affairs of the Pan American Union, he is thoroughly familiar
with the economy of Latin America. His subject will be "Latin Americame
Economic Survey and Potentiale." I introduce to you Dre Amos Es Taylor,

Dre Taylor. e T . S

DR. TAYLOR: I am going to start this merning by being commercisl
for just a moment, I would like to call your attention to the fact that,
beginning on Monday, the Inber-American Eeonomic and Sociel Council ©
is having a special session at the Pan American Union which will probably .
run for two or three weeks. The agenda falls under four categories, the . .-
most important of which, from almost any way you look at it, is the -
~subject of developing, if possible, a . Technical Assistance Program that
the American States can participate in and support through contributions
of various kinds in accordance with the general ideas enunciated by the
President in his inaugural address of January 1949. R

The economic agreement ofaBogota,tsighed in 1948, is a second .
subject to be assigned to a special committes that will be set up by

the special sessiong then, thirdly, there is the subject of currenecy
devaluatipn;.and,ffinally, the session will deal with the subiect of

the proposed Buenos. Aires Conference which has been postponed several
times. .The,seSSions‘Will be opene I am-somewhatjembarrassedj'howeVer,,
in extending a blanket invitation because, except for the Hall of the
Americas in which the plenary sessions will be held, it might be R
difficult to find adequate room for you if 21l of you comée But in any - -
event the meetings are opens The first session—-the plenary sessionem

- will be held Monday morning at ten thirty in the Hall of the Americess

I might say, incidentally, that there has been a very genuine
interest in this special session all through the Americas, Although .
we don't know at the moment tHe cxact composition of all the delegations,
insofar as they have been recorded they consist, in the main, of men
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in the very highest posts in their respective governmernts——Finance

~ Ministers and others of Cabinet rank, together with men who are well
known because of their technical experience and their long official ...
tenure in various posts. ' : R DR R

I am going to take more or less literally the suggestion that =
I speak of the economy of latin America by way of a general survey.
‘In doing that, 1 think it might perhaps be a good idea to . take a look
at the latin American'cbuntries'fromfthe¢5ﬁandeint of their national «~
incomes Ivthink,thaﬁ,if°We want to consider the problems” of resource
‘development, diversification of the economy, and possibilivies of e
industrialization thé point of departure hésftb”be‘an:accurate@knowledge“
of the economic potential of each country, measured in terns of - economic
output and national income and an’ appraisal of the various econemict. -
factors that give one in idea as to what the future posSibi&itiéSrreallyt:
are. ‘ - Tt

. When we consider the problem of inter—American cooperation among -
the 21 ggpubliCS) it is rather interesting to note tnat we ere forced -
really to view the problem in the light of the relative position ofi ¥
the differént countries. Ve are at once ‘confronted #ith the fact thatit.
within the Americas we have one country (the United States) which, byie -
the end of the recent war, had approximately 50 percent of tne worldts
industrial capacity. 1t is thus apparent that the moment we relate the:
" United States to the other countriés,of the WeStern.HemiSPhere,'éxiv i
cluding Canada, the difference is much more prondunced. It pubs the =o' -
: ity

United States in a position of having to assume & definite resjonsibi
for leadership within the intereﬁmerican organizstion. The mbmentJWe!%
 examine the position of any single country in relation to the United . xt

Stétes,_whether)on‘the basis of national income or of any otherfimportant‘

index, the comparisons show naturally very wide differences. = F
It is, however, important to pear in mind that the differencey for
instence, in per capilta income between the United States and the Latin
vAmerican'country’With_the highest pef“capita’incbme,'namely,FArgeﬂtina,,
the difference is much less pronounced than it is between that of -
Argentina and some of the other countries in the -bhmericas. It is not
very easy bto make a statistical comparison as of 2 relatively recent '
pericd because the available national income estimatesffor‘the~Léﬁih='7‘~
American’ countries .are not exactly scientific'in every cass. (At-times.
even the statisticians in this country raise a -question as to -whether "
ours are entirely'satisfactéry;) Different metheds are em>loyed ‘and i

in some cases it is difficult to spply any adequate method Decause:o
the padp;ty of basiqydata, ;» “' BRI e e

I might say parenthetically that with the completion of the Census.
of the Americas which is SOOQ‘toﬂbe,cpnducted, almost~81multaneously _+

S . S R ¥
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withVﬁﬁéﬁdééénnial censu3~o£¢the‘United'Sfates, ang fprkwhich cgnsiderabie
preparation has made, we should be in a much better position after a few
years to make accurate comparisons among the different_cOuntries»rglativek

to such*things/as\Outpup, incbme,,and,sq on,

“Before T get Further inbo national income, let me just call at-
bention to.cne:or two other things, It is perhaps important to recall
that;  roughly, the population of the other 20 American Republics is the -

same--probably a libtle;higherrnas_that=cf‘tha'Uhiped_States*Whileftheir'”

area. is about 2,5 times that of the United otates, The density of [
specific: areas varies, ofpcgupse;fqui@eja_great‘deal»amongAthese o
countries.. In a country likQLHaiti,'tberdensity is much greater than
in the others,. On the ovher hand, in Paraguay we have only 7. persons
per square mile as against 47.7 in the United States and 19 in Latin

hmerica as a whole,

- ~When we examine these. populations on the basis of industry distri-
butiong,wefimmediately.figd,»Cf;course,_yhat'theApopulations are .
primaxily-agricultural,)«Ihe‘relativelyriarge-pércentage¢°£ people
identified with agriculture-iszoften useduas,a,basis'for saying that
the: output per agricultural worker is exceedingly low, which, of
coursey. it is, but I think we must also bear in mind that the large
numbenﬁgf-pepple.identified:with agriculture are there, not so much
becaqsggit{takes,that~many't0'produce‘what is produced, but because
An & one~sided economy, such as you have in most of lLatin f&merica, ;
ypugdbnip-haveﬁpeople.moyingAinto industrial areas, Industry is too -
undeveloped to provide many jobs, After all, the agriculturalist leads,
dm many. cases, a kind of self-sufficient life, e have in a number of
countries-—fqr_instance in,MexiCO;and,Boliviawwlarge'segmentS'of:the :
population'really,living outside the money economy, and, incidentally,
that situation is one of the«things'that»make,it,very difficult to.
devglop_accuratevand comparab1e_estimates of naticnal income amd of
some ‘of sthe other basic eccnomic measures, . . ' ‘ oL

.~ We-find, however, ianatih,America,zaS~in.the United States-—only -
not in .such a pronounced degree~~a gradual shift in the percentage of
those :gainfully. occupied, frOmffprestry,,agriculture, and ‘other related
occupations to Service industries and to industrial producticn,’ “For
example from 1900 to 1940 the distribution of the gainfully occupied in
the UnitedﬁStates»showedMa drop in agriculture,-forestry,‘and fishing
;from,35.6.percent_in 1900 to only 17.6 percent in 1950, In Lstin
America-~although the figures are not entirely comparable—~the shift. .
hasn't been pronounced except in seme instances, ‘Only Cuba, hrgentina,
Chile, and Uruguay have less than half of the gainfully oecupied =

emplpygd;in;agriculture,

If you:are interested,in’thé_percentages3~iﬁ,0uba;'there were 41.4
percent employed in agriculture in-1943; in_Argentina, 40.5 percent in

¥
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-1937;jin?Ghile,-35;61pér¢éhﬁfin“$9405'and’intUruguay,JAl pereent in 1947«
On the. other hand, in such ‘cotmtries as BI Selvador, the DomEndcamnm ot e B L
Republic, Honduras, Nicaragua, and Bolivia, there ares over 70 pericent T
employed in agriculture. To this group should be added someé of “the i @l
countriegs for which we have no adaquate information, such as Haiti, -

Costa Ricd, Ecuador, Paraguay, and Cuatemala,  In addition to the sharp -
shift in ﬁhé.Unitéd‘States,“wﬁefe*We'Went?from'm¢refthan 35 percent . ..o
engqged‘in:égridulture'and'rélatedfindusﬁfies in 1900 to only:gbout . _
17 percent in 1940, we find that in mining;”manufacturigg, construction—
I am talking about the United States now-—the aumber rose from 4.3
percent in 1900 to 31.5 percent in 19403 and ‘in serVieesé~cbmmuﬁications, 3
trensportation, banking, and sofon-ﬁthe”pércentage‘rose'from 40 percent .. °
~in 1900 to nearly 51 percent in 1940. “Wwe“don't find that kind .of shift
in Latin America, and it is the difference in‘the degree of shift that -
rough1y~sug5ests the relatively lower rate ‘of change from an agricultural
economy to an industrial or more diversified economy.

1t is interesting to note théﬁ,iWhén;We:cohsider'the~0utput,infthe«;sa,
different Latin American countries from the”standpoint'pf what' they export, .

we Will‘find;-for'examplegvthat*in Venezuela £he principal ezport represents
almost 100 percent of the total export values while only aboub three per— ..
cent of the gainfully occupiéd in Venegzuela are employed in - petroleum
production. Of course, the reason for this becomes fairly clear ‘when.::

we bear in mind that agriculture 1s the ‘base on which the economy rests.
The food preduced is not exported but is produced to keep the people

alive.n'chdAis one thing that the’whole”populatibn needs and producess Sis

The living standards generally ‘are low. Since the income figures . o
I menﬁioned a monent- ago afefnotfentirely a complete<reflection‘ofaﬂf.r
relative living standards, perhaps it might be worth while Lo -noke a -
few of the differences. In 1940, when our:-estimated per capita income -
in the United States was somewhat over $600, we had in Argentina @ :
figure of $334, but in other courtriss it was much - Lower——about $30;
for instance, in Ecuador and probably still lower in a few others where
we have no good'sﬁatistics;,jﬁgain T want to emphasize that ‘we can't
take thesg*eStimates‘too_liﬁefally« But they have &t least been worked . ..
out on a basis of réaéonably?Cbmgarablé'methods, and we have every: .. o
reason to believe that, for purposes of comparison, they give Us @ i L 50
‘rathér satisfactory bird's-eye view of ‘the economy,  the output, the ...
income, and relatéd indices in the Latin American countries. BRI

 Genérally speaking--to go back to agriculture--we find that ab

leaét'BS'percent,of‘the”gainfully‘occupied are in agriculture. - When we
relate that to the population as a whole-~ihcluding everyboays, nob:

. just the gainfully employed-—we have anywhere from-50- to. 80 percent =
of the population dependent on agriculture. In that connection, it :
should behemphasized'that“the’proportiOn of the:bohtribﬁtion”tOwthe o

general economic welfare is Yess than those percentages woulsd indicates:




except perhaps in Argentina and. Uruguay, where agriculture is the source

of a substantial’part.Offexportswand‘thusrof‘foréign buying power. In.. .
other words, in those countries you have agriculture directly contributing
to the accumulation of foreign buying power which makes possible the - .. ]
import of -various.consumer soods and Services and thus contributing to ... -
the general level of economic welfare in the country. There are, of. ,
course, other countries which produce tropical food products for export,
such as coffee, sugar, bananas, and so forth, - - T

Wiith the exception of Argentina, Uruguay, énd.possibly,oneyor;two v
others, I think it is safé to say that in the countries of Latin ‘America
there is effectively cultivated too little land in relation to the ‘
population which has to be supported, The most extreme case is. found,

I think,"in Haiti, -Another comparison we might make in that comection
is one-that ‘shows that in the United States the approximate area P
cultivated per‘agriculturaliWorker;gainfully occupied is 17.5 hectares, .

a hectare being Somewhat less than 2,5 acres, In Argentina it is 13.5 .
acres,' Then we drop pretty sharply down to Cuba, 3.1; Peru, 1.35 and .
somésnf.tneibthers,*less;7>The»Iatin American countries employ anywhere
fromM5~t0H15'times‘mbréfworkers]perlhectare10r~pér’acre.than does the
‘United States,- ' SR '

That all adds up to what we, of course, know-~the yield is relatively
small. e need not go into the,various»reasons—~prdbléms”of conservation; -
poor agricultiral methods;'pOOr*machinery, if any-at all; ‘anc so forth,
all oﬂ‘Which-aCcounts:fOT,the relatively low output in agriculture, - e
might add to that the,system-of,landholding Prevalent in many of the
countries.’ If you add it all up, you find one common characteristic,
one common pattern of landholding, that is the farms are either very .

small or ‘very large,

We hearéa‘great'deal abbut.industrializatibn,“ World Wars I and IX
and the world depression have given & tremendous monentum towards in-
dustrializationgin-many‘offthe'countries.' Agricultural production
bears a very close relation to~industria1ization¢7'Agriculturalﬂoutput,
too, must go up., The industrial«WOrkerS‘require food; the market tends
to become enlarged. ' You canmot very easily have a healthy industrial -
advancement”without'agriculture'itself improving from the standpoint _
of outputfand,»from‘af1Ong4range~viewpoint,vthat, of course, also meéans -
conservation, better agricultural methods, and so on. "It is, in my
opinion at least, quite apparent that agriculture is one of the fields
in which considerable use could be made of technical methods “and
technical ktiow-how which have been developed in other parts of the -
world., Agriculture is certainly one of the economic areas in which
8 great deal could and really needs to be done in‘latip kmerica,
éspecially as it applies to better~agriculturalftechniques and’ modern~
ization, mechanization of agricultural machinéry and implements, and in
many countries, no doubt, to changes or reforms in the method of land—
holding, : ’

1715
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Despite the fact that svery country in Latin America today is -
still basically agricultural, we cannot- ignore mining., Zwven though
in the Field of mining the percentage of the geinfully occupied is |
relatively low--I1 think the highest percentage 1n any courtry is 55
in Chile—mining becomes very important because in meny of the
countries it provides the exports. S P
I have here just a few very interesting figures I might ¢ite in -
that connection. Venezuela, in 1945, with 93.4 of the total exports
in petrocleum shipments--it has.been higher in some of the wore recent
,years—éonly,l.Q of the employment wad centered in that indrstry.. In
Bolivia in 1945; where 92 percent. of the total exports were in the
mineral field, you had only 3.5 percent. of the gainfully employed in
that industry. In Chile, in- 1945, you nad 70.7 of the total exports :
represented by the products of‘the,mining,industry,'andupnly 5,5 percent
of the employment was in that industry. 0f course, all that means 18
that it is the mining segment ‘of the gconony in these cases where
exports take place. The agricultural gxports, of course; are important
~when we consider some. of the countries that have the very imporbant ‘
tropicalvfood—product exports, asy for instance Brazil, Cub2, and so on. -

Tie will now go from agriculture and mining to manufacturing-aﬁd',
examine the output there and the contribution made by that output to
living standards. The chief measure of imported'industrial_goods is
found. in the exports because these are the source of all important ' ‘
buying power, that. is, buying power abroad. ‘e have in madufaCturingé—,;
taking Latin fmerica as a whole-—only from 5 to 20 percent of the
gainfully‘emplcyed-in industry. We need note immediately, however,
that vhen we talk about industry in latin America we are including 2
number of things which we ordinarily don't think of as part of the ,
kindustrial gconomy. We have, for example, the small household shopsS.

In fact, in Colombia—-—just taking one country—-in 1938 there were: ,
reported 472,000 gainfully occupied under the category of manufacturing,
but that figure included IOE,OOO‘tailors,‘seamstresses,'hat'makers;_and
those in,similar‘occupations@~'And incidentally; over 50 percent of
that number declared themselves as being owners or managers of their
industry,” which is just another way of bringing out the fact that
large segments of thehso-called'industrial”group are simply the small-
household shops, where perheps the manager, the -entreprensur and the o
employee are the same Persoll. . : - .

There is one -other index we might briefly refer to--ths comsumption

of electricity. &t a time when in the United States we had 1944 kilowatt
hours per inhabitant,,in_Chile~it‘Was-268;‘in hrgentina, 1763 in Uruguay,
118; in Mexico, 107;. in. Cuba, 66. -fihen we get to Paraguay, it is down
to 8; and in Haiti, it is a question mark. : SRR '

cA
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Manufacturing, to which the consumption of electricity is, of

course, closely related, has been mostly'ofulight'éoh5umer‘goods,,“
Such as foodstuffs and textiles, There are a few countries in which
‘the development of heavy'induStries,'sﬁch as*stée1, héve made some
headway;*primagily“in;méxico,,Chile,“BréZil,"a1d Afggntina; The -
development of heavy industry is in itself & large problem’for ‘a
number of reasond, not, the least of which is the fact that any =
tendency to move t@bfrapidly”in'that'field would undoubtedly create -
considerable difficulty in Latin American countries because, if they .
develop a large Steel industry, they must have local markets, = They -
certainly can't compebe ‘abroad, Large local markets imply a level of:
economié_aétivity,Uincéme5’¢ccnomic welfare, such as can hardly be
achieved rapidly inless the industry is built and operated under a
high degres of subsidization, : - o T

Industry, of course, is another‘veryyimportant'field“in_whichv‘
- Yechnical know-how and technical assistance might very effectively
be employed, Technical ability is one of theé things lacking at
preséht,;élthough there have beén periods in the past when the
rapid growth of so-called direét'invéstments'glayed'a‘very important -
part,_nbtfonly in encouraging'tschnical‘schOQISEbutfaISO'in importing
'skills. &s a matter of fact, I think'that ik the current every~day
discuSgions,abOut.technical assistance adequate account is not always
taken of the fact that the program cannot really mean very much unless-
.there is a flow of ‘capital, ' The period of heavy investment in com-
mercial and ihdustrial_enterprises, first by Europé and later by our-"
selves, was one in which much of the progress in Latin America in -
apolying modern technology to economic development was evidenced, In
& sense . the two do go together, ‘Géorge Wythe in his bock, "Industry

in Latin America,n points out vefyvclearly that‘the“peridd‘of real
activity in direct foreign investments in Latin Amerioa‘was‘tne:perioﬁ RS
during which thg teéhnicalfSchools‘themselves made‘their'greatestﬂprogr¢$s.

. The volume of éavings, of course, is low, and rapid industrial- -
‘ization,andrinvestments of capital can go forward under séund and

2

healthgjcdnaitiqns’only wherekthe‘eqonomy is'develbping along lines

&t any rate, they are very_faffbehipﬁ’dévelopments in many other
countries, The moment you speak of that, of course, you have to bear

Perhaps this is to be expected in’viewtof‘their“econOmic-Structﬁreé"ﬁ
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I mentioned a little while ago the very sharp rise in the number::

of gainfully employed in the service industries in the United States,

standing today roughly ab 50 percente In Latin America, they range- ToETT
anywhere from 10 to L5 percenty but with most of the pull toward the- et
1cwer"percentage'rather'thanvthe larger one. For exampleé'trénsportétioﬁ'
i's limited and costs are highs Incidentally, 1 recently acguired somg 1O
of these Esso highway maps of five or six of the latin American coun=- -’ -
tries. = 1 might say parentheticallyfeand.l thinker.”Knox,“Mr; Burgin, ™
and obhers will agree—-that these highways appear in much better con- ° ¢
dition on the maps then they do when you travel over them, 1 do want S
to call attention to them, howsver, oSome of you nay be interected in
Jooking ab them., They give some idea of where highway‘tranSpOftation~f
is developing, in what parts of these respective countries relatively' :
good highways exist, and-which‘countries-don‘t have anything‘thatr'ﬂf i
could be called good- highways even by the Latin American subsidiaries
of Standard 0il of New Jersey. . . - B Coe e

The scarcity of foreign exchange,,as'We'well ynow and as has been ©
emphasized'certainly~in recent years, is & tremendous deterrent to’ -
~ development and to industrialization, even in those areas where there

might be some sound. economic basls for it. I would like vo emphasize
one thingy; however, after having said that: 1t doesn't implyfthat,**‘f"ﬂv‘
where you do nave a definite move .in the direction of developing an.- 7
industrial base, in every case it can be called sound by amy»method
you might want to employ. It is true that industrialization, gertvainly
if conceived and carried forward under conditions that would really 7
contribute to raising the standard of living, shouldn't hurt anybodys
ie have been taught in the United States all along that it 5s a good -~
. thing for other countries touindustrializer—whichg 1 think, is true—~ -
but I do think we have O bear in mind that induStrializatitnrjust R
for the sake of industrialization may nave the opposite effost, After -
211, you must -have jabor, you must have chezp raw méterials, and the
problem of adaptable labor is not always an a8y crie to solvee

The Economic Commission for Latin Americs in its meetin several
years ago in Santiago gave 2 great deal of time,to‘the»diSCussion of
4mmigration: Some of the latin tmerican cOuntries-%Argentinz, Brazil, °°
and possibly one or two others-=have very carefilly worked ou machinery
for bringing immigrants oub of Burope, gspecially from Italyéwlfmeanfat v

_ the present fime~-but it is not a problem that can be solved by justi -

. picking vp SO many .more people. Today Italy seems to be the only

’ relatively important source frqm_ﬁhich workers of the kind needad ean
'be drawn, Buropean immigration did play apn important part in the - -
development of some of the agriogltﬁral‘and other industries-in the
southern. part of South America, and elsewhere for that motter. Bub L
certainly we do need tO do more than merely super»impose’an‘industrial cdree
‘mechanism over Latin America. : . . =

| 8
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developing hose countries, giving;them,grmors_diversifigd;econbmy;{is,,ﬁ
above all;alse:one-that~Will,require a..cerefyl examination'df.all;segments

Theawﬁoieepr0¢ess~of épplying technical asSistan@e,‘withfagview;te

of thé'GQQQOMYwaHd'ROSSibly the application‘of_téghnical[assistance’along”f‘;“:

a wiggff;on$:Simultaneously.,'For example,‘what.unldEbeﬂthe‘USe»qf{,; s
increa§ing thefagriculturalaQutput,in some of thQSé'areaﬁ,gpérhaps_eVeh{L
bringing~injimmigrants,xand-thenadoing nothing at_all~abéut‘impering‘ -
the he@ithaconditicns?;,Sovthe~Wholevprogram,:itsiméihod‘éf;agglicétiona
and so iqr@h,miSjperhapS«a‘greater~challengelthan wevappreciate;at'the\.
moment. .. .. . .. ey : e oy :

Now I :want.to go to foreign tradekbeCause,;from,what‘I have already =
said, it;is'quite,apparent.that the Lstin American countries are dependent
on foreign trade.;,Moreﬁimportant»still,»perhaps,vis.thebfac; that many
of themgare¢depeﬁdentfup0n thg‘export;of_one or;twohbasic,cpmmoaities‘ o
and the fact that their dependence_on»foreigg trade and,the;relativekY~
small segment upon which they can draw in building up their international
trade tend to make them qui@éyvulnerab;e to the'vicissitudes of business
~in other partﬁuof-thenworld.' Ve saw the full effects of thet in 1931, =
but we have seen it at other timesalso Such as the ‘effect on the Chilean -
economy:: of -the - drop. in-nitrate exports and“thewdifficultieskwhich seemed
to become, cumulative Some seven or eight years ago in the Bolivian tin -
industry, influenced, of course, in part by the Chaco war.

1g§agiibﬁlﬁure you may find 2 éountry,mbving‘from‘g_veryffaﬁdfabié

balance of payments position te a very adverse position in & relatively =

short time151mply;because Qf'climatlc conditions and:crop:failunes;?

But alsogeonditionsvin other parts of the world, thefsharp;dropiinv

the level of industrial activity in western Europe or in the Tnited -
States may.have a very serious effect on the generalwwelfaré,of these
countries,. That explains in part why 1931 was one of those yesars of
social diSﬁUpbance_thrqughcut;latin,América, perhaps not Fevolutions.
Such as we sometimes think of but st least of.thé‘kind.thatfgenérate o
-economic instability, - o ' A

I H&Yaﬁ&gmej¢harts hereﬂthat;ere designed tpvshow thégtrend]in’ﬁhe
terms of : xade,throughout.Latin,America‘ I dontt have encugh to g0
around:but .perhaps we,might,pass‘them,out. For those of you who may not .
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“the Uriited States, and, as you know, after some few decades, there was

a fairly"subStantial.development of  raillways in;Argentina1uy~bhé”Briti$h"

while, incidentally, the British also played a very'important“part in s
railroad development'in'thé United States.. The British enc the French
made some fairly substahtial’rail‘investments in Brazil, elshough one =
might wish that when the BErazilian railroads were built the hadn't fv**f
thought of so many different gauges. T think today there ars seven_j*;{?f
or eight different gaugés_among'thé,Brazilian railroads, . all of which -
makes it very inconvenient for long hauls. Of coursg, the reason‘fqr-“ifs
it is that so many railroads were pbuilt for specific purpoges to m0ve' s
into, specific areas to get out the products. 1In the seme way you have
banana and sugar railroads today in Central america and in Cvba.

In other parts of South America, many of the early ventures were’

.also carried forward through'Britishrcapital and, to a certain extent, -
through French capital. ‘Uruguayan railrcads were puilt mostly in the
‘second half of the nineteenth century, and there was also a'great*deal

of foreign capital mpving‘intb-agricultune, mining, end grazing in -

- Argentina, and, with that, of course, came the expansion of foreign
trade. As a matter of fact, much of the interest in investment was

to get the basic products thet tlie populations and industries of western-
' Europe needed. In a way it was the same thing in the United States.

hs I said a few moments ago, much of the yechnology moves in ,
through these so-called direct investments. The United States didn‘§ o
~ play a very important part in SouthfAmerican“investments until after '
~ World Wer I. There had béen some so—ca lled direct investments in
Argentinaj the blg Chicago packing houses had developed, for instance,
a definite interest in Argentina prior to the war. But the real
novement of capital really came after world War I, and, from that time™
~on, FEurope .played & relatively less important part. For rsther. obvious
reasons, &s you Know, after Viorld War I,xBritain,'the_great Worldjv' ‘
investor, pleced ab certain times a virtual émbargo on capital invest—
ments abroad, except within the Empire. o ' o

. ‘Now. it a2lso happened that &s & result of iorld War I-r-end this
. became more highly accentuated during World Wer II-—there was a shift _
of trade from Europe to the United Stvates. It is true that after Torld
‘War I, Argentina, Uruguay, and othér countries with important'markété""
for agricultural products in Furope regained .much of what they had
lost, yet the percéntage of the total showed the United States on a
much higher level than pefore the war, and, let me say, SO fer aS'"""‘,_
Central America and the Caribbean are concerned, the United whates has *
. all along held the major part of the trade as well as the investments. =
" Vihere there are exceptions, such .as in the Dominican Hepub1i¢5wwheraj"“'
up to this time the vominican sugar has found its chief market im R
Britain, by and large, Burope didn't pley such an important part in




Central America and the Caribbean area at any time, except perhaps in
Mexigo.where many .of the early:miningainvestments were French and where -
at <times. 1 @gBritishﬁalso_held;substantial,interesps.j;But in. South
America it was quite different up until World War I. ARt

‘ uring. World War II there was again a sharp shift of trade.to
the United States. oOf course, we increased our imports very sharply .
during the war, whereas in{most,cases’exports‘fell-cff;for:reasonS',
with which you are familisr. Imports moved up sharply because of our
greatiinterestAin:déveloping1rubberfandtvariCus_strategic and critical
materials and also,‘in,some qategqries, we bought_;hingsqwe;didn'tfneed, ,

Just to. keep them from going to the enemy countries. L ‘ :

Now you cannot ignore the role of foreign trade when you try to-
examine,thetppssibilities of a more balanced economy in these countries.
‘The countries of Latin kmerica are not. only vulnersble to developments
in the industrial areas of the world, but they have no control over
the markets in which they have to-.sell. X .am merely stating that as
afact, . 7 T T R ETE

Cogingfbaqk’torthexcharp,wxou will find that teking, for instance, .
Chart .3, we have the indices of the,berms_of‘trade,from'l866]to,1947,;.

If you take the exports as a grouwp~~the top line~-you find that the .
long~run trend has.been dowmward. That is simply another way of ‘saying
that in general--not on the basis of short periods, but in. general--they
have had to sell an increasing quantity, that is give up an Increasing e
amount.of their exports, to get the seme amount of goods from abroad.
In many of,tbe,diSCussiQns.on“econcmic development in Latin America our
Latin- American friends call attention to that, Sometimes they even
suggest that something be done about it althopgh the methods suggested
raise many questions, . -

In Santiago two years ago, a proposal was placed bgfore the con~ .
ference for setting wp a kind p,'Latin‘American,priqe—fixingvmechanism,, -
and it was certainly introduced with good intentions, I don't know. = .
whether any of. you would wish to administer it,_éspecially,when.yOu bear
in mind that it would involve many commodities in whigh,there,is not .
even a-semblance of a monopoly hald‘by_thé_prqdﬁoingJccuntries,~ If there
were a, complete monopoly, it could at least be done. They .are. very
conscious of the difficulties, . ‘ SR

45 you know, the whole situstion became. somewhat aggravated after
the war, bééause'Quring’the_war;.Whan?thay*were‘accpmulgtingfé large . . |
volume o§_qo;1ars,cheyvWerevnOt.able;to“get_from the United States
manyﬂq£5§h9,things;they”wantéd;ﬂOuriproducpive_effort'was largely ..
directed to urgent war needs, -Yet we were buying heavily and they
were thereby aspumulatiﬁg,dollars,a,Aftér\the war, as we got ourselves =
readjusped”to;peacetime.prOduqticn, goods began to move, price controls,
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of course) were removed and- the prices.oﬂ,What\they;bought moved up. very

- sharply. I might say, of course, the problem in general was aggravated .
by the fact that therve wasfglso.greater’buying-in‘SCme'counvriesfof:;~a-» :

what might be called nonessentials. If you do not have conirols operating,

you naturally expect that, so I merely state it as g .faect, In other

words, you had a combination of factors which drew down the jollars with-

out enabling their purchases to contribute to economic recovary and i

rehabilitation, and perhaps to0 industrialization, to the degree that’

they had hoped or to.the degree that many of them felt would be possible

- at the time their dollars were accumulating. So in a :sense We now

" find them in & position where the development of their resources and’

the strengthening of their balance~of-payments position requires -some
form of . outside capital investment. They don't have-the capital them-
selves, dnd, as 1 say, any program of technical assistence could not .

be carried beyond training cperations without capital investment.

We: come to a point then where a major problem poses itselfs During
the war the United States identified special forms of capital invest-—
ment with specific purposes having to do with the development of :
,fiber§:_rubber;:various;minerals,;andpso.on.--The-economic agrecment of
Bogota in 1948, which -declares, in effect; that:which is in the interest
of one is in the interest of the other, emphasizes the need for co="-"
operation in industrial effort and. recognizes the fact that you not:

. only need to have:some device for developing the resources if you are
going to improve the standard of living, raise the national income, and:.
‘s¢ on, but that you need a device whereby you are not going to have;

on the one hand;va-“balanced-enon@myﬂywithin-the‘country and an une o f e on
balanced economy within the contiment.. In a way, I think it-is the '
crux of the .larger problem.: - o VR S R L

In the meantime, the individual countries have been taking

various measures, one:of the mogt important being import cornbrols,
_usually directed toward keeping out-certain imports rather than ex—:
panding exports. That. is perfectly natural: because, as you knows -
the expansion:cf;exports;‘especially-those exports the market con-
ditions of which are determined inwother parts ofthe world, dossa't
.. always have too many -possibilities.. .In some cases they probably -

~ couldn't sell any more- even 'if they dropped the price apprecizbly.: ™
So naturally emphasis is on the import side. . U E SRR

On the other hand, the:picture ‘has become guite confused by the
fact that internal inflation-has oftentimes encouraged importes ¢

. Because ‘of the various purpeses for which exchange centrols:-heve been.
used certain of the less desirable imports have been permitted to come -
in. Because of these difficulties the ‘subject of currency devsluation,
particularly the effects of the recent devaluation by Furopean countries
‘and others is on the agenda of the Special Council eeting that will: =

open Monday. . ' S
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wiwthink911had3better,stqp,;~Wé have. a number of people here who
know .a-.great deal ‘more about Latin America than I do¢ They might.want -
to say something. If there are any questions; I 'will try to answer. . .. -
them. +If.1 cannot, I will pass them on to Mr, Burgin or Mr. Knex., . -

«;QﬂESTION;f”Ddctdr, Wotld'ybu say a few:wénds ébdﬁt labdf problems. - -
in South America? I am thinking particularly of labor union problems,
the influenbe'of;communism:onnthe‘stability;ofnlabbr;-and:so QR

DR. TAXiOR£ ﬁYou:certéinly:qame,élong with a nice question for the
opening ‘one,. Iuamutemperamentally_so constituted that I always feel

very much,embarraSSgdnevenvto;suggest«that I am going to avoid or evade -
a question, but .frankly I don't know much sbout the labor situation, I- -
do want to say one or two things about our own interest-in that question. -
Your guestion ispan;importantypnepand’l_wishul;could,really give you a
satisfactory answer, . . . . S : : R

We have: recently, through one ‘of our divisions in the Organization
of American States,{tried toagetvtogether~a complete directory relating
to the labor unions, the people who are really officially influential in. -
the movement, -and so on; with the»idea-of'knowing'more about the very .
problem you mention, There have been a'number;of.bad‘spots,,askyou know," "
Wie have had one in Bolivia, in a way we have labor conditions here that
might be~considered.satisfactory‘or unsatisfactory depending on cur
standard. - We know that one of the reasons the tin industry has suffered
is not menely-beqauSe_oﬁ.Bqlivianvcompetition‘butfalso:beoauSe of the -
unsatisfactory labor situation, .- . .. S Co

Now, whether that is a situation that you can explain in any way

by communist influence, I dontt know, (Of course, there are wvarious: -
types of influence,OfrWhatqyOu.might-call the leftist type or Communist
type that crop up. here and -there, but: just what their potential is: for. - .
- making trouble, for creating upheavals, or for making tensions so strong

politicallm:as'tO?@hreatenlnew?difficulties,,I frankly don't know, I< . - ;.
find that whenever. I talk to. someone who is really a student - of  labor.-in: -
South.Ameriqay;pa?h@oxically enough, even if,he-is,a-specialiSt,'heidoesnltf
Seem to know anything about it--—and I don't say that to justify my.own .. ::
ignorance;_wBut;théxgreat‘difficulty is that we. don't know very much about .-
that segment from the standpoint. that Wwe.can translate labor's: influence -
into specific political terms that we can understand. - S R

, Mr. Knox and: some of the rest of us were down in: Colombia recently, -
I never make a point to discuss. politics--—at least I try to be very care-
ful iﬁaI»dOrvwithitheanatives of another country, but we heard a lot about . -
the difficulties‘in;Celqmbiafrelative‘to_labqr-and so;forth¢55Ifdid~talks
to soms: of the Americans. .stationed down there and.also a few Colombians'
who themselves opened up the subjeet. - I find you get so many points of -
view that in a way it reminds me .a ‘little of United States; it depends. -
upon with whom you talk! ' AR IEes
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Periodically, the Communists have been presumably a potentially
strong factor in Chile. Just what the situation there is, I don't know.
Mr. Knox, I dm sure, does, although he probably wouldn't feel free to ' '
say much about ‘it because it is so difficult to be categorical about’ -
“ite I would simply say that there are certainly potentially bad spots——" "
I mean from the standpoint of the way you pub your gquestion--but how
‘dangerous ‘they really are, 1 don't know, - . T R

QUESTION:  Doctor, you speak»my‘thoughtg-along~this-industri3141ﬁ£f~1“
igation Wwe are trying to do with hAmerica; and talking about gociological "
,lines, the standard of living, 1 wonder what our ultimate aim isy what —
we are trying to do down there? They seem %o be conflicting. First
.of. all.you are trying to industrialize everybody to make things to "
;sell;ftkohomZa,I”presume,to sources in ‘the.country,. Certainly not Lo
us,wgr;tq»wegterngﬂuropeanvmarkets.which;We;are\trying:towfind for -our

own products, or to the Russians.. RightYawayﬂyou'industrialize.them'h"
to sell to whom? You create more employment; presumably you take them -
away from the farms. It looks to me like the more you keep on the
farms, the more stability you will havé down theres ''That is the reconomic
point., The other point is sociological. We are veny much dissatisfied
:3because@South-Ameroiansa1ike,to-take-aunaprin the afternoon, lead.a + =
leisurely life, put.2 lot of emphasis on their]culture-and"comfort;faf:‘”f
They are.not eager-beavers like we are.. 1 wonder if thet: is bad.:so far -~
as they are concerned? . o e R

-,DR;JTAiIQR} ‘At least this is a question I am willing to talk abouts -

I would like to make a reference to the latter part. .of your: -question
and for just a moment talk about culture. -At the Santiago meetding two:
years ago, 1 was talking to a Peruvian about this very problem of
industrialization, and he suddenly came up with thi® bright: remark:

He said,."You, know. if you people up there in the United States: had.- «

some of .our excess:culture and we had. some of your excess technical “« -

competence;,; wouldn't we have a yvery fine Western Hemispheref" = .0 "
5'3thﬁhis;ﬁéﬁtépcéffindustfialiiétioh;‘bf‘course,:you'say:We want '
. to industrialize them. 'It is-true that some people dre enthusiastic -

.. .over the idea:of -industrialization just for the sake of -industrialization;

as I mentioned a 1little while-ago. I don't think, -however, that the™
movement in the direction of broadening the economic -base through the- -
developing. of industries.has been uneconomic, It may have been in -
specific segments. We have to bear in mind that when you have a group .

of countries, as you have, say, in South America, with enormous resources
‘and which sell their minerals and agricultural output to the outside

. world in order to get buying power for getting their ccnsumer goods,

. it might be very simple to say, #That is fine; they are producing what. * T
. they are:best fitted for. 4nd of course, we can supply them with . . E
automcbiles, fertilizers, shoes, and so on, because we can groduce™ -
them cheaper than they can; so everybody benefits.® But from their -
viewpoint they don't feel that this leaves them quite secure and ‘they
tend to act accordingly. T -

L
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Jésyaﬂreéﬁitfof:théldépraséién;iacéentuated:someﬁhat,byfthé;waf,

1 think_thgﬁmpnanﬁum‘to“their~industrialization_may have ‘been carried.
on along widenufront,than«eyer,before. During-the»mar,when~tha$, S
couldn't, buy what they needed, even by way of clothes and other gon- .. ..

sumer goods from the: United States,;you,hadfthat_very;fact_give.h.a
tremendous'momentum,to_the,develcpment}of certain eonsumer goods . - S
industries in Brazil, even to the extent where Brazil exported textiles .-
to neighbqrinécccuntries;*“Intra—ﬂmericanvtrade~moved«up~tpihigherv,,
1eve;§,dqning7theswarvthan-i;.had.ever been before, merely because of

that kind of development., v S SRR ey i

Iﬁamjreminded:of a very interesting review I saw some months ago. .
when Mr. Wilcox came out- with his book on the ITO. Charter, . If you read
the bqqk,youaWill:noticéathatfmr..Wilch‘quite‘pbviqusly;believes,in
the charter; so do many_of-the.reg__bflﬁs;ibutxﬁhetreviQWEr.Mr.:Baran,
formerly with the Federal Reserve Board, raised a question which bears
directly on your question. Ih'effécg,{he'said,f“After all, might it
not be-worth while for the author to bear in mind that theses countries
cannot be expected to get religion suddenly just because we have, now
that we have become the most powerful econemic nation in the world?

in doing so they can develop certain skills and techniques which in
the pagt they just haven't had in time of crisis and then were at the
mergy,of,arworld_that couldn't even sell to them,"

That kind of psychology is powerful and it has been highly accentuated
as a result of the experience of these countries during World Viars I and
II and during the depression., In other words, you have to expect that,
rightly or wrongly, they are motivated by what they consider the longer-
run economic factors which dominate their economic life, So they are
going to industrialize, They have carried forward since the early
thirties and particularly in recent years, what has been a very marked
movement.in. the direction of integrating the whole financial mechanism,
usually with the central bank and a national development corporation at
the top, -The structure usually has certain specialized bankss = an
agricultpral.bank; in many cases, an industrial bank; in mining countries,
a special mineral bank; and all are designed to help promote the respective
Segments of the economy, with greatest emphasis on the industrial side..

LIt is true, I think, that we could say quite correctly, if we had
a world in which the feeling of economic insecurity weren't so powerful,
it would be much easler to have these countries become reconeiled to the
idea,.”Sure it is cheaper for us to be dependent on the outside world,
especially for our consumer goods than to go into the process of ‘
industrialization ourselves. . fie lack power, relatively so at least,
and there are only certain limits within which we can industrialize

without subsidies or tariffs, all of which if they become severe' enoiigh,
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might militate agelnst our stanaard of living." So I think much of the
1ndustria11zatlon is 1nev1table.- fien you geb: into heavy industries,:

as I said a little’ while ‘ago, you have- a - little different préblem, - Al
1 don't think that by any reasonable test-all atiempts at- industrial= .-
ization haVe beén sound, perhaps nong of them by: certain tests, bub I
think there are supportlng reasons and theéy are a1l powerful today— -
perhaps oo much’ $o because of the- tremendous’ Surge of nationalism. - =
In recent years certain countrles—-Bra21l, for one- example~»have retreated?fdl
from their earller positions Ferelgn capltal, foreign® banking, and: SR
foreign insuranée’ “{nterést s are more’ wéleome than they seembd to be

back in the late thirties. ‘

COLONEL KING: ' Dr. Taylor, we can further pursue ‘these questions
in the seminar ‘this afterneoti- ~For- the Cemmandant’, and- for your S .
audience, Di.: Taylor, I thank" you for a most 1nterest1hg 1ecuure on: v
Latin Amer;ca. Thank you vaxy much. : - R

e e ' '{CH:-..".‘L Wl h
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