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IATIN AN~R!CA--EOON0~C SURVEY. AND POTENTIAL 

16 l ~ r c h  1950 

COLONEL KING: General Holman, guests, and gentlemen: Latin America 
has been of ~speoial concern to the United States since that December day 
in 1823 when President Monroe announced to the world the ~Ionroe Doctrine, 
More recently, 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 and strategic materials so vital to our economy, 

Our speaker • today has had a long and distinguished career in the 
political and economic field, As Director of the Department of Economic . 
and•Social Affairs of the Pan American Union, he is thoroughly familiar 
with the economy of Latin America~ His subject v~lll be "Latin America-- 
Economic Survey and Potential~.~ I introduce to you Dr. Amos E. Tayloro 
Dr. Taylor. 

DR. TAYLOR: I am going to start t~s morning by.bein~ commercial 
for just a ~ moment. ! would like to call your attention to the fact that~ 
beginning on Monday, the Inter-American Economic and Social 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 ca~ 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. 

The economic agreement of Bogota, signed in 1948, is a second .... : 
subject to be assigned to a special committee that v~ll be set up by 
the special seSsion;, then~ thirdly~ there is the subject of currency 
devaluati~0n; and, finally, the session ~rill deal with the subject ef 
the proposed Buenos Aires Conference which has been postponed several 
times. The sessions v~ll be open~ I am somewhat embarrassed~ however, 
in extending a blanket invitation because, except for the Hall of the 
Americas in which the plenary sessions ~I! be held~ it might be ~ 
difficult to find adequate room for You if all of you come° But in any 
event the meetings are openo The first session---the plenary session-- 
will be held Monday morning at ten thirty in the Hall Of the Americas, 

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 exact 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 governments--Finance 
~inisters and others of Cabinet rank, together with men who are well 
known because of their technical experience and theiT ~ long offi eia~ 

tenure in various posts. ~ . ::- .... 

..... estion that 
I am going to take more or le~S literally the su66 

I speak of the economy of Latin America by way of a general survey. 
In doing t ~ at, I think it might perhaps be a eood idea to take a :look -. 
at the ~iat~n American:Countries fr'om the standpoint of their nationa'T ,.~ . 

that if we want to 'consider the problems of re source's' 
i think • income' • ~. • ~. ̂ ........ ~ ~ =~c~n my. and oossibilioies o.f~ 

deVelop'ment, azverslzlca~ion u~ ~ . . . . . . . .  o ~. ~ accurate+ knowledge 
. • " ' ~~point of departure has tb:be an 

industrla!l, zat.lon tn . 
of the ecOnomlc potential of each Country~ measurea in terms of economic 

• al income and an appraisal of the various eeon emic~~ • 
output and natlon . .~ .. .... ~ ~= future oossi bi!itiesre~'aTly 
factors that give one an ~aea as ~o ~n~ ~y~ ~ 

are. 

•hen we consfder the problem of inter-Au.~erican Cooperation among 
the 21 republics, it is rather interesting to note that we -~re. forcedn 
really to view the problem in the light of the relative poslo~o o£ 
the differ'ent countrieso ~ie are at once confronted With the fac~ that," 
within the Americas we have one country (the United States) vlkiCh, • by~ 
the end of the recent war., had approximately 50' percent of the wor:ld ~'s 
industrial capacity. It is thus apparent that the moment we relate the 

United'States to the. other countries of the Western Hemisphere, e x-~ "~ 
cluding .Canada, .the difference is much more pronounced. It puts t~ 
United States in a position of having to assume a definite .respo-nsibility 
for leadership within bhe inter--American organization. The moment ~e 
examine the position of any single country in relation to bhe Uhite ~ 
States, whether on the basiS of national income Or of any other .important 

Index, the comparisons show n~turally very ~ide differe nces.• ~ ': ~• ~ '~. : ~ 

It is, however, important-to bear in mind that the difference, ~ for. 
instance, in per capita income between the United States and the Latin 
American country with the highest per capita income, namely, ~ Argentina~ 
the difference is much less pronounced than it is between"that of 
Argentina and some of the other countries in the Americas. It ~:is n°t 
very easy to m~ke a Statistical comparison ss of a-relatively ~reoent " 
oeri0d because the available national income estimates f o r  the-La~in 
American countries are not exactly sc~ent~f~ in every ca~.~. (At .~timeS 
even the statisticians in this country raise a .ques~i0n as to whethe~ ~' 
ours are entirely satisfactory.) Different methods are employed~and .... 
in some cases it is difficult to apply any adequate method because~ of :'~: . 

the oaucity Of basic data. j ..... " " ' . • !-~ 

I might say parenthetically that with the completion of the Census 

of the Americas which is soon to. be conducted, almost simultaneousTy 
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with tha decennial census of the United States, and for which considerable 
preparation has made, we should be in a much better position after a few 
years to make accurate comparisons among the different countries relative 
to such things as output, income, and so on. 

~iBefore I get further into national income, let me just call at- 
tention ~o (~ne~ er itwo other things, It is perhaps im.o0rtant to recall 
that,; ro~hly~ the population of the other 20 American Republics is the 
same--prgbablx a little higher--as that of the United States ~hile •their 
area~ is about 2.5 times that of the United States, The density of 
specific:~ areas varies, of cou-rse, quite a great deal among these 
countries~, i in a country lik e Haiti, the density is much greater than 
zn the~cthers, On the other hand, in Paraguay we have only 7.8 persons 
per square mile as against 47.7 in the United States and 19 in Latin 
America as a whole. 

When we examine these populations on the basis of industry distri- 
bution~ we immediately find, cf course, ~nat the populations are 
pr'~Fa~ily agricultural. The relatively ~ar~e percentage of people 
iderA~ifled with agriculture is often Used aS a basis for sayingthat 
th~utp~ut per agricultura.l worker is exceedingly low, which, of 
course~ it is, but I think we must also bear in mind that the large 
numbez of .... people identified with agriculture are there, not So much 
becaus~ it takes thatmany to produce what is produced, but because 
inL ~ o;ne-sided economy, such as you have in most of Latin America, 
you ~d0n!t have people moving into industrial areas. Industry is too 
undeveloped t 0 provide many jobs. After all, the agriculturalist leads, 
~n~many cases, a kind of self-sufficient life. We have in a number of 
countries--for instance in ~4exico and Bolivia~-large segments of the 
population really living outside the money economy, and, incidentally, 
that ~i~uati~n is one of the things that make. it very difficult to 
develop accurate and comparable estimates of nationsl income and of 
some of~the other basic economic measures. 

~e ~find, however, in L~tin America, as in the United States--only 
not i n;~snch a pronounced degree--a gradual shift in the percentage ~ of 
those gainfully occupied, from forestry, agriculture, and other related 
occ~uPations to service industries and to industrial production. For 
example Zrom 1900 to 1940 the distribution of the gainfully Occupied in 
the ~nited States showed a droo in a~riculture, forestry, and fishihg 
from 35.6 percent in 1900 to only 17,6 percent in 1950. In Latin 
America--although the figures are not entirely comparable--the shift• 
hasn't been pronounced except in scme instances. Only Cuba, Argentiha, 
Chile, and Uruguay have less than half of the gainfully occupied 
emp loyedL in agriculture. 

If you are interested in the percentages, in Cuba, there were 41,4 
percent  employed in  a g r i c u l t u r e  in1943~, in.Argentina, .  40.5 percent  in 

t 
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..... -:in 194 , ands in Uruguay, 41 perce r~~in:'19471~ '~ .... 
1937~ :~n c~iie, 35o~:perce~t ~': o" 
on the., otherhand, in such countries as Ei' Salvador, the-Dominican ' :- 
Repubilic, Honduras, Nicaragua, and Bollv~a, there ar~ over :70 pe~cen~ " e ..... '~ 
employed in agriculture. To thi'S group should be added some o~ ~h 
countries for which we have no adaquate information, such as Haiti, 
Costa Rica,. EcUador, Paraguaf; and ~ Guatemala. In addition 'to the sharp 
shift in the United States, w~e~e we went ~from m0re'than 35 ~percen~ ~; 
engage'd in agriculture and related industries in 1900 to only:-ab out' • 
17 percent in .1940, we find that in mining, ~'manufs~cturing' construction-- 
I am talking about the United States now -~-the n~nnber rose from 24.3 
percent in 1900 to 31.5 percent in 1940; and in services--communications, 
transportation, banking, and so on--the percentage rose from 40 percent 
in 1900 to nearly 51 percent in 1940o ~'~e'dontt find that kJ.nd of shift 
in Latin America, and it is the difference in'the degree of shift that 
roughly suggests the rel~tively lower rate of change from an agricultttral 

economy to an industrial or more diversified economy. 

It is interesting to note that, when we consider the output in the -~ 
different Latin American countries from the standpoint of wh~t they! export, 
we will find, for example, that in Venezuela the principal e}~port represents 
almost 100 percent of the total exp ort values while only about three per ~ 
cent of the gainfully Occupied in Venezuela are employed in oetroleum 
production. Of course, the reason for this becomes fairly clear when,: 
we bear in mind that agriculture is the base on Which the economy rests. 
The food produced iS not exported but is produced to keep the people ., 
alive. Food is one thing that the Whole population needs and prodhces. 

. - . . ~ ; ; ,  

The living standards gen'erally are low. Since the income fighres 
I mentioned a monent ago are not;entirely a complete reflection of L 
relative living standards, perhaps it might be worth while to note a 
few of the differences. In 1940, when our~'e stimated per cap[ta income 
in the United States was somewhat over $600, we had in ~zgentina ~ 
figure of ~,334, but in other countries it was much lower--about $30, 
for instance, in Ecuador and probably still louver in a few others where 
we hav@ no g0od statistics. Again I want to empha-size that we'can~t 
take these es'timates too liter'ally. ~ But they have at least been worked 
out on a basis of reasonably comparable-methods, and.we have. every;~ ~.- 
reason.to believe that, for purposes of comparison, they .give 'us a .... 
rather satisfact6ry bird's-eye view of the economy, the output, the 
income, and related indices in the Latin America~ countries.. . . .. ~.. - 

Gen~rally speaMing--to go back tO agricultdre-.-we find that at '--.~-; 
" ...... t gainfully occupied are in agriculture.. ~hen @e~.. 

least 35 percen of t~e ; ;  

relate that to the popul~tion as a whole-~including ev~ryboay, n ot~ 
just the gainfully employed~we have anywhere from-50 to 80 ~oercent 'i, : ; 
of the population dependent on agriculture. In that connection, it 
should be emphasized th at~ the-prooortion of the ~ con t~ributi°n ~to ;the ~ 
gener&leconomic welfare is less tha n°'th°se percentages would indicate~ 
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except perhaps in Argentina and Uruguay, where agriculture is the source 
of a substantial part of exports and thus of foreign buying .oower. In 
other words~, in those countries you have agriculture directly contributing 
to the accumulation of foreign buying power which makes possible the 
import of variousconsumer s oods and service's and •.thus contributing to 
the &eneral level of economic welfare in the country. T~re are, of 
course, other countries which produce tropical food products for export 
such as coffee, sugar, bananas, and so forth. 

With the exaeption of Argentina, Uruguay, and possibly one or two 
others,~ I think itis safe to say that in the countries of Latin America 
there is e~fectively cultivated .too little land in relation to the 
popular:ion which has to be supported. The most extreme case i~ found, 
I think, :in Haiti. Another comparison we might make in that connection 
is one:•t~hat :shows that inthe United States the approximate area 
cultivated per agricultural worker gainfully occupied is 1705 hectares, 
a hectare bein~ somewhat less than 2o5 acres. in Argentina it is 13.5 
acres. Then we drop oretty Sharply down to Cuba, ~3.1; Peru, 1.3~ and : 
s°me~ of the~ Others, l'ess:. The Latin American countries employ anywhere 
from~::~ to ' ~15: times more workers e ~ 
United States. P r nectars or per acre.than does the 

Tha~ all ~ adds up towhat we, of course, know--tho yield is relatively 
small. :~e need not go into the various reasons'-problems 

of conserv~tion~ 
poor agricultural methods; poor machinery, if any :at all~ an¢i So forthj 
all o~ ~hich accounts for the relatively low Output in agriculture. ~ve 
might add to that the system of landholding prevalent in many of the 
countries. If you add itall up, you find one common characteristic, 
one common pattern of landholding~ that is the farms are either very 
small or very large. 

We hear a great deal about industrialization. V~orld Wars I and II 
and the world depression have given a tremendous monentum towards in- 
dustrialization in many of ~ the countries. Agricultural production 
bears a very close relation to industrialization. Agricultural output, 
too, must go up. he In~ustria] workers require food; the ma;rket tends 
to become enlarged. You cannot Very easily have a healthy industrial 
advancement without agriculture itself improving from the standpoint 
of output and, from a long-range viewpoint, that~ of course, also means 
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 methodsand 
technical; know-how which have been developed in other parts of the 
world. Agriculture is certainly one of the economic areas in which 
a great dealcould and reallyneeds to be done in Istin America, 
especially as it applies to bette~ egricultural techniques and modern- 
ization, mechanization of agricultural machinery and implements, and in 
many countries, no doubt, to changes or reforms in the method of land- 
holding. 

. .  \ 
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Despite the fact that every country in Latin America today is 
still basically agricultural, we cannot ignore mining. ~ven though 
in the field of mining the percentage of the gainfully occupied is 
relatively low--I think the highest percentage in any cou;~try is 5.3 
in Chile--mining becomes ve~j important because in many o~ ~ the 

countries it provides the exports. 

I have here just a few very interesting figures I might cite in 
that connection. Venezuela, in 1945, with 93.4 of the tot ~'l exports 
in petroleUm shipments--it has been higher in some of the I~ore recent 
yea rs-'only 1.9 of the employment was centered in that ind~ stry. 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 ]945, you had 70.7 of the tota~ exports 
represented by the products of the mining industry, and only 5.5 percent 
of the employment was in that industry, Of course, all that means iS 
that it is the mining segment of the economy in these cases Where 
exports take place. The agricultural exports, of course% ars importanz 
when we consider some of the .countries that have the very important 
tropical food-product exports, as~ for instance Brazil, Cuba, and so on. 

We will now go from agriculture and mining to manufacturing aid 
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 so/rce of all important 
buying power, that is, buying power abroad. ~e have in manufacturing-- 
taking Latin America as a whole--only from 5 to 20 percent of the 
gainfully employed in industry. ~e need note immediately, however, 
that ~h en we talk about industry in Latin America we are including a 
number of things which we ordinarily don't think of as part of the 
industrial economy. We have, for example, the small household shops. 
In fact, in Colombia--just taking one country--in 1938 there were 
reported AT~,OOO gainfully occupied under the category of manufacturing# 
but that figure included 105,O00 tailors, seamstresses, hat makers, and 
those in similar occupati ons'~' And inoidentally~ over 50 percent of 
that number declared themselves as being owners or managers of their 

,," " is just another way of bringing out the fact that 
"induotry, whlch 
large segments of the so-called industriai group are simplly the small 
household shops, where perhaps the manager, the entrepreneur and the 

employee are the same person. 

There is one other index we might briefly refer to/-th~ coms~mption 
of electricity. At a time when in the United States we had 19A& kilowatt 
hours per inhabitant, in Chile it was 268; in Argentina, 175~ in UruguaY, 
i18; in Mexico, 107; in Cuba, 66. When we get to Paraguay, it is dov~n 
to 8; and in Haiti, it is a question mark. 

% 
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Manufacturing, to which the consumption of electricit is of 
course, Closel re - . . . .  - " Y ' 
such as-foodst~f.slant~d~h~s~be, en mostlv of. light COnSumer good:s, 
.... ~. .. . ~4~. inere are a few Countries in'WhlC~h " 
one development of heavy industries, such aS"steel, ~ave made som 
headwayS, pr.imarily~in, j~exico, .Chile,- Brazil, .and Argentina, The e 
development of heavy~ndustry is in itself a large p%eblem.for :a ' 
number of reasonS-, not the lea~t of which is"-the fact that any 
tendency to move too rapidly in t.hat field would undoubtedly create 
considerable difficulty in Latin American countries because, if they. 
devel0pa. -. large. ~te~l~ .. industry,.~ . they must have local markets. The: • 
certalnly can!t compete abroad. large loCal markets imp.ly a. leve~Yof 
economic activity, inc.6me, economic Welfare, SUCh as can hardlybe 
achieved rapidly unless the industry is built and operated under a 
high degree of Subsidization. 

Industry, of course, is another' very important field in which 
technical know-how and technical assistance might very effectively 
be employ.ed. Technical ability is one of th~ things lacking at 
present,, ialthough. . there have be¢n periods. .in the past when the 
rapid gr6wth of so-called direct investments o!ayed a very important 
part, .n0t only in encouraging technical sChools!,but also in importing 
skills j .  . . As. a .matter. of fac.~, I think"that ih the current every, day 
dlscuss~ons about technical $~si~tance adequate account is not always 
taken o£ the fact that the program cannot really mean very-much unless 
there is a flow of~capital. Theperiod of heavy investment in com- 
mercial and industrial enterprises, first by Europe and later by our- 
selves, was one in whichm~Ch Of the progress. in Latin America in 
applying modern technology to' economic ~eveiopment was evidenced. In 
a senSe.the two do go together. George V~ythe in his book- "industr~ 
in Latin America:. " : "  " " ' ' " 

.... . :.. , pol~ts, out very clearly that the period Of tea 
activity in directf0refgn investments in Latin ,'~- -~ .... l 
during which ' ~ : ~ , ~ . ± ~  wa~ ~ne period 

. the technical schools themselves made their greatest progress. 

The volume of savings, of course, is low, and rapid indUstrial- 
ization, and investments of capital can ~o forward under sound and 
healthy c .... 

onaltlons onlywhere the economy is developing along lines 
where p~eople accumulate" savingsand.where there is interest cn the part 
of the people in the countrieS concerned t0 invest their'-own capital. -" 
In t~at sense Latin American':countries are certainly Very far behind, ' 
Perhaps this is tO be expected in view of their-economic structUre. 
At any rate, they are very. far behind, developments in many :Other 
countries. The moment you speak of that, of course, you have to bear 
in mind that this does not apply equal.ly to" Latin America as a unit. 
The pbssibilities of marked industrial developmen~ in some of the. Central 
American cbun~ries and in' the Caribbean countries' wouldbe distinctly 
limited under any circumstances. 
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I mentioned a little whi.le, ago the ve~" sharp rise in the ,numbe r~ 
of gainfully employed in the service industries in the United states~ 
standing today roughly at 50 percent° In Latin America, they range 
anywhere from lO to &5 percent, but with most of the pull toward the 
lower percentage-rather than the larger one. For example~ transportati°~ 
is limited and costs are high. Incidentally, I~recently acquired some z~ 

• a s of five or six of the Latin American coun~ ~!: 
of these Esso hlghway m p -• • ----d I th~nk" Mr.. Knox, ~r, Burgin, 

• - • I mi ht say parenthetlcally ~* ~ _ ...... ~ m~h better con- 
trles, g ..... -^~ -t,h~t these .highways ~P~ ........ 
and others w1~ ~ -  ~--- them. I do want 
dition on the maps than they do when you travel over 
to call attention to them, how.ever. Some of you may be interested in 
looking at them. They give some idea of Where highway transpoftation 
is developing, in what parts of these respective countries relatively 
good highways exist, and which countries don't have anything that 
could be called good highways even by the Latin American subsidiaries 

of Standard Oil of New Jersey. 

The scarcity of foreign exchange, as we well know and as has been 
emphasized certainly in recent years, is a tremendous deterrent to~ 
development ~ and to industrialization, even in those areas where there 
might be some sound economic basis for it. I would like to emphasize 
one thing~ however, after having said that: It does nlt imply that'~ .... 
where you do have a definite move in the direction of developing an 
industrial base, in every case it can be called sound by any method 

true that industrialization, certainly 
you might want to employ. It is 
if conceived and carried forward under conditions that would really 
contribute to raising the standard of living, shouldn't hurt anybody. 
~%e have been taught in the United States all along that it ~s a good 
thing for other countries to industrialize--which, I think,• is true-- 
but I do think we have to bear in mind that industrializaticLn JU st 
for the sake of industrialization may have the opposite effcSt. After~ 
all, you must have labor, you must have cheap raw m~%erials, and the 
problem of adaptable labor is not always an easy one to solve. 

The Economic Commission for Latin Americ8 in its meetinL~ several 
Santiago gave a great deal of time to the discu~sion Of 

years ago in . . . . .  _~ American countries-,Argentin~, Brazil, : 
home o~ ~ne ~ --~ ~ .... ~.:- machinery 

immigration. one or two others--have very carefulLY v~orKee o , 
and possibly " " "-I mean z~t 
for bringing i=~nigrants out of Europe, especially from it~ly 
the present time--but it. is not a problem that can be solved h5 ~ just 
picking up so many more people. Today Italy se~ms %0 be the only 
relatively important source from which workers of the kind needed can ~ 
be drawn. European immigration did play an important part in tae 

- he a .ricultural and other industries in/the ' 
development of som~ of t ~ . ~ ~_:~_~i-~ ~or that matter. But 
southern part of South A~rica~ an~ ex~ia~ ~ . • ..... 
certainly we do need to ~o more th~n m~rely super ir~oose an ~naustrlal 

mechanism over Latin America. 
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Thewholeo,4 .... process el_ applying technical assistance, "with'a" 
developing.~hose countries, giving them ..... v:ew to 

....... e more diversified economy,is 
above all~e!se onethat will require acareful examination Of all segments 
of the e99nomyand possibly the applicationof tech~cal assistance' along" 
a w~idesfronZ:-Simultaneonsly. For example, what wQuld:bet'he use of 
increasiDg Zheagriculturaloutputin some of these area~, 9erlaps even ~ " ' 
bringi~in?immigrants,.and thendoingnothin a ' . ~ ; ...... ' 
the he¢Ithconditio' ? s , . " ^ .g t..al! ,~bou~ imor0vin ' 

~ . . . . . .  ns .~o..tne,whol~ ro . . . . . .  . . .  ~ . . . .  : g and so f " P gram, its.method of a. ] .... 
moment., .. .... o e ..... ,~enge .than we appreCiate)at the 

Now-I:~ant. to go to foreign trade because, from whatI have-already 
said, it is.quit e apparent that the Latin American cou:~ries are dependent 
on foreign trade,. More important still, perhaps, is. the fact thatmany 
of them~are.,dependent upon the export, of one or. twobasic, commodities 
and the fact that:their dependence on foreign trade and the relatively 
small segment upon which they can draw in building up 

theirinternatiOnal trade tend to make . " • 
...... them quite, vulnerable te the vicissitudes of business 

in other parts of-the world.. ~e saw.the full effects ~ of that in 1931~ 
bu¢ we ha~eseen itat other timesalso such as the~effect on the Chilean • 
economy.:of Zhe drop in-nitrate exports and the difficulties which seemed 
to becomes.cumulative some seven or eight years a~o in the Boliviah tin 
industry, influenced, of course, in part ~y the Chaco war. 

!~~agricnlture you may find a country m0vin, from - " " 
balance of oav~ents ~+~u_ ; . . g . a very favOrabl " 
. . . . .  '~'~' . ~u~on:D e. a ve~g aaverse positionin a relativei; " :. , 

snort time-simpl~ because of climatic conditions and cro 
But also~conditio~ ~ ~+ ~ ~ " _ .~ . P~failuresj '. " . .. 
the level o f  i n d u s ~ r i ~ l V ~ , ~ . ~ t ~  u f  the w o r l d ,  t . h e  sharp d r o p ,  in, ' " 

. . . .  . " "~-¢~y in western ~ u r  " " " ~ - .  States ma ~have a' ~ .... ~,, . ~. . . .. ope or !n the onlted " • 
countriesYTha~ ~e~~-~ef!ec~ ~>ntne general we].fare of these 

~ ~ o  ~ par~ Why 193± was one of those years of 
social dis~urbancethroughout Latin America, erhaos 
such as we sometims "..:i , = ~ • P . not ~evolutions • 
economic instability, th:nk of but ~.t le~s~ or the k:nd that generate 

I ha~e<some charts nero. that are designed to show the ~rend in the 
termsof~rade throughout.Latin America. I don't have enough to go 
aroundt~ut,~erhaps we might pass them out. For those o 
have~he, chart befor~ ~ , ,  % ÷ ~ "  ~ f you who ma not 

. • " . . . . . . . . . . . .  " ' ~ ~ ~:nk I can summarize t e " "  ' . Y  While they are.be~n~ ~+-~ ~ ~ ~ • , , . . h  ma~n. features. . - 

. . . . . . .  ~ ~ - ;  - ~ * ~ r l a u L e a l  just want .to refe " ' (  " : :  ~ew o~ner lac~ors..in the ~-en~ ~ ...... - ~ ; .~ r br!efly.to a 
not re o ~ .  ]~ ~ ..... ~ ~u~gn Draae field. (The char " ~a pr. duced,) . . ~ .  ts _~ " 

<" . 

If you will-examine the history of foreign investment inLatin . 
America, you will.find that.there was-in certain pa-rts of South Ameri 
particularly.,. ~ ~ . a fairly.. .subsZaltiaiinterest,.by. the Britishand the ca, ... 
French as early as the middle of the nineteenth century.: Around 1850 " 
there was much interest in railroad building the same as there was in 
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the United States, and, as you know, after some few decades, there was 
a fairly substantial development of railways in ~rgentina :~.Y the British 

while, incidentally, the British also played a very importantpart in 
railr0ad development in the United States. The British auc the French 
made some fairly substantial rail investments in Brazil, a~'~hough one 
might wish ~hat when the Brazilian railroads were built the[ hadn't 
thought of so many different gauges. ~ think today there are seven 
or eight different gauges among the Brazilian railroads, all of whic5 
makes it very inconvenient for longhauls. Of course~ the reason for - 
it is that so many railroads were built for specific purposes to move 
into specific areas to get out the products. In the same wa/ you have 
banana and sugar railroads today in Central America and in Qfoa. 

In other parts of South America, many of the early ventures were 
also carried forward through Britishcapital and, to a certain extent, 
through French capital. Uruguayan railroads were built mostly in the 
second half of the nineteenth century, and ~here was ~lso a great deal 
of foreign capital moving into agricultuze, mining, and grazin~ in 
Argentina, and, with that, of course, came the expansion of foreign 
trade. As a ma~ter of fact, much of t~e interest in investment was 
to ~et the basic products that the populations and industries of ~estern 
Europe needed. In a way it was the same thing in the United States. 

As I said a few moments ago, much of the technology moves in 
through these so-called direct investments. The United States didn't 
play a very important part in South ~erican investments until after" 
B orld V~ar I. Ther~ had been some so-called direct investments, in 
Argentina; bhe bi~ Chica~o packing houses had developed, for instance, 
a definite interest in Argentina prior to the war. But the real 
movement of Capital really came after ~orld ~ar I, and, from th at time 
on, Europe played a relatively less important part. For r~ther obvious 
reasons, as you know, after V~orld ii~ar I, Britain, the great world 
investor, placed at certain times a virtual embargo on capital invest- 

ments abroad~ except within the Empire. 

Now it also ~appened that as a result of ~vorld ~ar I--~nd this 
became more highly accentuated during ~~orld Fiar II--there was a shift 
Of trade from Europe to the United S~ateS. It is true that after ~orld 

Ar ent~na Uruguay, and other countries with important markets 
~ar I, g " ' • ~ • o at th~ had 

a ricultural products in ~ttrope regained .much f wh ...... ~Y ~- a 
for g ~ • w d the un~ea o~a~es on 
10st, yet the percentage of the total shoe 
much higher level than before the war, and, let me say, so f~r as ~ 
Central America and the Caribbean are concerned, the United States has 
all along held the major part of the trade as well as the investments. 
~here there are exceptions, such as in the Dominican F~epublic~ where 
up to this time the ~ominican sugar has found its chief market in 
Britain; by and large, Europe didn ~t play such an important part in 

. ! 

lO 



. '" ' [~-~ .~,~[~i~-~.- " • 

Central America and the Caribbean area at any time, except perhaps in 
Mexi~o-.where ,many .of the early mining investme.nts ~eze ~rench and where 
at 'time slthe BritiSh also hell :substantial interests. But in South 
America it iWas quite different..up until ~iorld !/vat I. 

Du.r.ing:~Vv0rl.d ~ar II therewas again a sharp shift .of trade .to 
the United States. Of course, we .increased our imports very sharply 
during, the.war, whereas in most cases exports felloff for reasons 
with which you are familiar.. ,. Imports. moved, up sharoly., because, of our 
great ,interest in developing:rubber and various strategic and .critical 
materials and also, in. some categories, we bought .things we didn't need, 
just to keep them from going to the enemy countries. 

Now you ..cannot ignore the role of. foreign trade when you 'try•to 
examine the possibilities of a more balanced economy in thes.e c.ountries. 
The countries of Latin America are not. on.ly.vulne.rable to d evel.opmsnts 
in the industrial areas of the world, but they have no control over 
the mankets in which they have. to.sell. I am merely stating that as 
a f a c t .  " . . . . . . . . . . .  

Comi.ng.back to the char,t~ Sou will find that taking,., for ins.tance, 
Cha~t .~...we have the indices of the terms of trade from 1866 to..1947. 
If ~ou 'take the exports asa group--the top line--you find t nat~the 
long-run trend, has. been downward. That is simply another way of saying 
that in general--not on the basis of short periods, but in. ~eneralv--they 
have had to.sell an increasing .quantity, that is give up an "..ncreasing 
amount, of their exports, to get the same amount of goods from. abroad. 
In many of the discussions on economic development.• in Latin Am, erica our 
Latin. American friends cali attention tO that. Sometimes theeeven 
suggest that something be done about it although bhe methods•suggested 
raise many questions. ' . . . . .  

In Santiago. two years ago, a proposal was placed before .the con- 
ference fo~ setting up a kind of Latin American price,fixing.,.mechaniam~ 
and itwas~certainly introduced with good intentions. I don t. know .... 
whether, any o£.you would ~ish .to administer it, especially. .... when you. bear 
in mind that it would involve many .commodities in which there is not 
even a-s-e~mb!ance of a monopoly held by. the producing.countries. If there 
were. a oompl~te monopoly, ~t couldat "least be" dons. They are very 
consci'ons of t h e  difficulties. - . . . .  

s you knowj .the whole situation became, somewhat aggravated after 
the war, because, during. ~the viar~ When.they were accumulatinga lare 
volume of dollars .... the w: " " ~ '" .... ' ' " " " g , .::~ . .... ,.....Y ere not able, to ..get from the United States 
many ._°f ..the things..they 'wanted~. our. productive effort was largely.. 
directed to we were buying, heavily and they 
were there.by After .the war, as we got ourselves 
r eadjust ed t 

, goods bega~ to move, price controls, 
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of course, were removed and-the prices of, what they bought moved up; very 
sharply. I might say~, of course, the-problem in genera'l was aggr~avate d 
by the fact that there was ~lso greater buying in s~ome coun.ries of~ 
what might be called nonessentials.. If you do not have con": rols operating, 
you naturally expect that, so I merely state it" as a ,fa~t.. in other 
words, you had a• combination of factors which drew d.own the iollars with- 
out enabling their purchases to contribute to economic reco~ry and 
rehabilitation, and perhaps %o industrialization, to the degree .that ~ 
they had hoped or to the degree that many of them felt would be possible 
at th~ time their dollars were accumulating. So in a .sense we now 
find them in a 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, and, as I say, any program ol technlca assis~tance could not 
be carried beyond training operations without capital investment. 

~e come to a point then w~ere s major problem poses itself-: During 
the war the United States identified special forms of capital invest- 
ment with specific purposes having to do ~ith the develogment of 

rubber,, various, minerllS~nan~sotont hat.nwh~chn~;i.~na~e,~nt~res t ~  ~ ~----- -- _ ~_ __~ ~ ~ ~,~ ~+. n~ 
fiber,S,Bogota in 1948, whichdec ," , ~ " " " ' " • 
of one is-in the interes.t of the. . other, emphasizes.the need for co- 
operation in industrial effor~ 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 
so on, but that• you need a device.whereby you are not going to have l 
on the one hand~ a "balanced economy'! ,within the country and an un- 
balanced economy within She continent. In a way,:l think it i.s the 

~ r u x  o f  t h e  . , l a r g e r . p r o b l e m . .  " . . . .  " . . . . . . .  

In the meantime, the individual countries have been taking 
various measurs~, ~one~.of the~most imp ortant being import controls, 
• usually directed toward keeping out,:certain~imp or'ts rather than ex- 
panding ex~oorts. .That is 9erfectly natural~ because, as you know, 
the expansion, of exports; especially those exports the market con- 
ditions ~ of which are determined in. other parts efi the world,. doe sn !t 
always have too many.possibilities., .In some cases they ~ probaoly 
couldn't sell any more even ,if they dropped the'price appreci~bly. 
So naturally emphasis is on the import side. -- 

On the other hand, the ~picture :has Become ,quite confused by the 
fact that internal inflation-has oftentimes encoUraged import~ 
Because of the various :purposes for which exchange cgntrols.have been 
used certain of the less desirable imp~orts have been ~.permitted to come 
in. Because of these difficulties the ~subject :of currency dev~luationj, ~ 
particularly the effects of~ ,the recent devaluation by European countries 
and others is on the agenda of ~ the Spediai Council ~eeting that will 

open Monday. 
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~, ~:.t~k I had better stop, : We have, a number 0f. people here who 
know ;a~.great-deal mor e abou t Latin America than I do. They might:want 
to say ,something.. If there are any questions,i Iwill try to answer z .... 
~nsm..~I~ I cannot, I will pass them on to l~r. Burgin or ~., Knox. 

QUESTION- Doctor, Would you Say a few words about labor .proble~ms ~" " 
in South America,~ I am thinking particularly of labor union problems, 
the influence of._communism on-the stability of labor,, and so on.. 

DR. TAYLOR: You certainly came along with a nice question for th~ 
opening one: I am ~ temperamentally so constituted that I. always feel 
very much embarrassed even to Suggest that I am going to avoid or evade ,~. 
a question~ but ,,frankly I dontt .know much about the labor situation. I 
do want to say one or two things about our own interest in that question. 
Your question is..an impor.t~nt~ one andI wish I could really give you a 
satisfactory a~ swer. . . 

We have, recently, through, one 7of our divisions in the Organization 
of American States~ tried to get together a c.omplete 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, as you know. 
We have had one in Bolivia. In~ a way we have labor conditions here that 
might be considered satisfactory or unsatisfactory depending on cur 
standard. ~e: know that one o£ the reasons the tin industry has suffe:red 
is not merely because Of Bolivian competition but also. because of the 
unsatisfactory labor situation, 

Now, whether that is a situation that you can explain in any way 
by communist influence, I don't know. Of course, there are various~ ' . 
types of influence, of what yo~ might call the leftist type or Communist. 
type that c~op uphere and there, but: just what their potenhial is: for 
making trouble~ for creating ~haavals 3 or for making tensions so strong 
politically~ as to !threaten L new. difficulties, I frankly don't know. I ~ 
find that wheneve~,.l talk to someone who is really a student.of, labor.in~ :-. : 
S°uth Am~rica,',par~doxically enough, even if he is a specialist, - he!dossn',t/ 
seem to know: anything about it--a~d I don't Say that .to jUstifymy own 
ignorance, But the." ~a "~ " " • • ' " • .... gre t dLficulty is .that we. don•,t • know very muc~ abo~t • 
that segment from the standpoint that we .can translate .labor's influenc~ " 
into specific political terms that we can understand. - 

Mr. Knox and:some ef the .rest of us were •down in Colombia irecently. 
I never make a poSn t to discuss.politics-,at least I try to be very cadre - 
ful if.I.do--with the nativ..es of another country,- but. we heard a let about 
the difficulties in Colombia relative to labor ,and so~forth. ,I did .talk 
to some ~ of the Americ@na .st ~ti0ned d:o,cn t~he~e a.nd~ also a few Colombians 
who themselves opened, np the s~bject.. I fiad you ..get so many points of 
view that in a way it .reminds me a. little, .of United. :States; it depQnds: 
upon with whom you talk' . . . . . .  

13 



1724 

Periodically, the Communists have been presumably a potentially 
st r..ong factor in Chile. Just what the situation there is, i. don't know. 
i~r. Knox, I am sure, does, although he probably .wouldn't feel free to' 
say much about .it because it is so difficult to be categorical about -- 
it. I wou.ld simply say that there are certainly potentially bad spotS- .... 
I mean from the standpoint of the way you put your questlon--out how 
dangerous they really~ are, .I don't know. ~ .... ._~ 

QUESTIOI~: Doctor, you speakmy ,thoughts along .this industrial-:;- 
ization we are trying to do With America; and talkin~ about sociological. 
..lines, the standard of living, I wonder what our ultimateaim iS;: what 
we are trying to do down there? They seem to be c0nf.licti~g. First 
• of~.all..you a~e .trying to •industrialize e:verybody to .ma.ke.thin~s.to '~ .:: 
,sell--to whom? . I .presume to .sources in ithe. country. Certainly not .tO 
us,[ .or to.western..European market.s which:~e:..are..trying to ;find for .our 
own p.rod.ucts, or to the Rus~sians, Right away"you industria.lize.%h~m -- 
to sell to whom? You create more employment; presumably'you, take .~'~em- 
away from the farms, it looks to me like the more you keep on the 
farms,. the more stability youwill have. down then.e:., ~.Tha$.. is the,economic 
point. The other point is sociological. ~e. are ~e~j muc'h, di~ssatisfied 
becau.s¢.South .Ameroians like to take .a nap in the afternoon, lead~.a ." " 
leisurely life, put .a lot of emphasis on thBir .culture and comfort..-~~: 
They are. no..% eager,beavers like we are. , I wonder .if. tha~ ~ is bad.:so. far: - 

as.  t h e y  a r e - c o ,  n c e r n e d ?  - " ~: ""  . . . . . . .  

DR... TAYLOR: At least this is a question I am, willi.ng,Zo..ta:ik.about:, 
I would.l{ke. ~o make a reference to the latter part .o£ youn.~.qmestion 
and for just-a moment talk about Culture.. ,At the San~tiago. meeting t~o. 
years ago, I was talking to a Peruvian about this very problem of 
industriali~a, ti~n, and.he suddenly cama up with thiS bright. ~ remark: 
He s.aid,~. ' . ' .You.. . .kno~, i f  y o.u p e o p ~ l e  up. t h e r e  i n  t h e  . U n i t e d .  Sta~.e.S:~.h~d ,!-:. 
some ofil-our excess culture and. we had. some ef your.excess t~chnical 
competence:~: wouidntt we have a ...verY. fine Western Hemisphere '?~' -~: 

'• : .'. • ,' .' , , 

On this: ma%te..n,of, industrialization, of course, you say we want•.... 
to industrial.ize them. It.is. true that some people, are. enthusiastic - 
'over the idea., of..industrialization Oust for the sake o$-industrialization, 
as I mentioned a little while-ago. I don't thi.nk,...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..• }%e ha.ve .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 
'worldin order to get buying power for getting their consumer goods, 
-{t might be .very simplp. ~to say, "That is fine; they.are producing what 
they are .best fitted for. And of course, .we can sUpply them with 
automobiles, fertilizers, shoes, and so on, because we can produce . 
them cheaper than they.can,, so everybody benefits." .But from their 
viewpoint the.y.don't feel that this leaves them quite secure and they 
tend .to act accordingly. 

1A 

RESTRICTED 



~As~ a r~sult o~ the depression,-, accentuated somewhat by the war, 
I think the~monentum to their industrialization may have been carried 
on along:s wid~en~Iront than ever be£ore. During the .war when ~ the~ 
couldn't, buy ~h~t they needed, even by way of clothes and other con- 
sumer goods from the~ United States, you h~d_ that ve~i fach give 
tremendous momentum, to the development of certain o,onsumer goods . 
industries in Brazil, even to the extent where Brazil exported :texti,les: 
to neighboring countries.; Intra-American trade moved up to higher 
levels during the war than it had ever been before, merely because of 
that kind of development. • 

I am reminded of a very interesting review I saw some months ago 
when ~r~. Wilcox• came out• with his book on the ITO Charter. ~ If you read 
the book you~ will notice that Mr. Wilcox quite Qbviously believes in 
the charter~ so do many of the rest of us~ but the reviewer ~_r. Baran, 
formerly with the Federal Reserve Boar~• ~ , raised a question whichbears 
directly on your question. In effect,he ~aid, ',After all, might it 
not be worth while for the author to bear in mind that these countries 
cannot be expecte d to get religion suddenly just because we have, now 
that we have become the most powerful economic nation in the world? 
These countries are looking ahead and they may figure it might be 
bette r to have some industries, even .if they need to be protected, if 
in doing so they can develop certain skills and techniques which in 
the past they just haven rt had in time of crisis and then were at the 
mercy of a world 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 V~ars I and 
II and durin~ %he 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 fo~vard sinoe the early 
thirties and particularly in recent years, •what has been a very marked 
movement ~in the direction of integrating the whole financial m ~ " e cnanl sm, 
usually with the central bank and a national development corporation at 
the top. The structure usually has certain specialized banks: an 
agricultural bank; in many cases, an industrial bank~ in mining countries, 
a special mineral bank; and all are designed to hel~ promote the respective 
segments of the economy, with greatest emphasis on the industrial side. 

It 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 easier to have these countries become reconciled 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 orocess of 
industrialization ourselves, v~e lack ~ower, relatively so ~t least, 
and there are only certain limits within which we can industrialize 
without subsidies or tariffs, all of which if they become severe:~ enough, 
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-.  , ",  

might militate against our standard of living." So ! think much of the 
industr ializa~ion: is"i~eVit able,.. :~ V, hen you get. int. o heavy industrie S, 
as I said a lmttl~ ~'whil~ ago, y0uhave a~"lit tle different oro~lem. .- i, ~ . • 

1 don't think that by any reasonable test all atSempts at.i~dustrial- --~ '~ '~ 
ization have ~be~n' S6uhd, perhaps none of. them by' ~ertain.tests, but i ";:': " 

think ~here aresupporting reas6ns and they are sil"po werful:~tOday-~ .... " 
perhaps too mU~h'so because ofJ the.'tremendous"~urg'e of nationalism. - !:~:~"'"" 
In recent ~e~s terrain count rie~Brazil' for one., example--have .retreated~.' -: 

from their e'a~lie~ pOsiti.on, .,FOreign..oapita, l,' foreign~.b~nking, and:.. :. . " 
foreign ih~sur 'an'¢e':"inter~sts~ are ~0re weleome than ~h~y.., seemed:. . .  to be . ' 

back in the late thirties. 

• ' ' T  % . :  . . . : COIDN.EL KING, Dr. Taylor," we" can further ,p.urSue"these questions 

in the seminar"-thls after~e0n.; - ;. For.; the :Cemma.ndan%., ian~.,.To.r your .-": ~ - 
tha-nkyou." for .a:most intetes-ti~:g- lecture o.n ~: - 

audience, -Dr. Taylor, I . . . . .  :... : -. , " - . "  . 
Latin America'. "Thank you. ~e~'y. much. ~ ....... : .... .... . 
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