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ECONOMIC TRENDS IN LATIN AMERICA 

24 M a r c h  1960 

CAPT. HUMES: The subject for our lecture this morning is 

"Economic Trends in Latin America." Our speaker is Dr. George 

Wythe, from the Department of Commerce, where he is Director of the 

American Republics Division, Bureau of Foreign Commerce. 

Dr. Wythe has had a long record of service related to Latin America, 

and he has written extensively on this subject. Among his books are 

"Industry in Latin America, " "Outline of Latin American Economic 

Developm, ent, " " B r a z i l :  An Expand ing  E c o n o m y , "  and s e v e r a l  o t h e r s  

which you wil l  find in the l i b r a r y .  

D r .  Wythe,  i t ' s  a p l e a s u r e  to we lcome  you aga in  to the I n d u s t r i a l  

Col lege  of the A r m e d  F o r c e s .  

DR.  WYTHE:  Captai 'n Humes  and m e m b e r s  of t he  I n d u s t r i a l  Cotlege~ 

I a p p r e c i a t e  the honor  of a p p e a r i n g  be fo re  such  an i m p o r t a n t  g roup .  I 

would l ike to expla in  tha t  what  I s a y  is  m y  own opinion and not any  of f ic -  

i a l  e x p r e s s i o n  of opinion of the D e p a r t m e n t  of C o m m e r c e .  

OUr subjec t ,  a s  the Capta in  expla ined ,  i s  " E c o n o m i c  T r e n d s  in 

La t in  A m e r i c a ,  " o r  the Uni ted S t a t e sand i t s  r e l a t i o n  to the La t in  A m e r ~ a n  

e c o n o m y .  

H i s t o r i c a l l y ,  the La t in  A m e r i c a n  c o u n t r i e s  have  been  of i n t e r e s t  to 
in the economic  s e n s e  

the Uni ted S ta tes t~pr imar i ly  as  s o u r c e s  of r a w  m a t e r i a l s  and foods tuf fs .  

Until  r e c e n t l y ,  m o s t  of our  l a r g e  i n v e s t m e n t s  went  into the deve lopment  

of t h e s e  p r o d u c t s  and of the t r a n s p o r t a t i o n  f ac i l i t i e s  n e c e s s a r y  to move  

i !  !! : 



in  the m a c h i n e r y  and supp l i es ,  and get  out the r aw m a t e r i a l s .  The de- 

v e l o p m e n t  of s u g a r  p l an t a t i ons  and m i l l s  in Cuba, r a i l w a y s  and  m i n e s  in 

n o r t h e r n  Mexico,  o i l  wel l s  in Venezue la ,  copper  m i n e s  in Chi le  and Pe ru ,  

i l l u s t r a t e  the p r o c e s s .  And, of cou r se ,  this  i n v e s t m e n t  and the expor t s  

tha t  fo l lowed i t  give a g r e a t  s t i m u l u s  to s a l e s  of UoS. goods.  

The p e r i o d  f r o m  the  1770's to 1895 or  1 8 9 9  was the c l a s s i c  p e r i o d  

of e conomic  deve lopmen t  in  La t in  A m e r i c a  and w i t n e s s e d  a t r e m e n d o u s  

inf low of peop les  and i n v e s t m e n t  cap i t a l .  M o v e m e n t s  of i m m i g r a n t s ,  

cap i ta l ,  and goods cons t i t u t ed  an i nd i s so lub l e  t r i n i t y .  Much of our  l i t e r -  

a tu re  on La t in  A m e r i c a  r e f l e c t s  a n o s t a l g i a  for  this  golden e r a .  

LaSt y e a r  (1959) La t in  A m e r i c a  los t  the pos i t i on  i t  had held  for  two 

decades  as the p r i n c i p a l  s o u r c e  of U. So i m p o r t s ,  but i t  s t i l l  r e m a i n s  a 

m a j o r  s u p p l i e r - - i n  s econd  p lace .  

Now, m o s t  of our  i m p o r t s  c o n s i s t  of foodstuffs  or  raw m a t e r i a l s  

in c rude  o r  s e m i - m a n u f a c t u r e d  fo rm.  Coffee,  sugar ,  cocoa  beans ,  ban-  

anas ,  f r e s h  vege tab l e s ,  mea t ,  and f i sh  a r e  the ch ie f  i t e m s  in the food 

c a t e g o r y .  P e t r o l e u m  and p roduc t s  a r e  s econd  only  to coffee among  the 

m a j o r  i m p o r t  i t e m s .  The m e t a l s  a r e  a l so  i m p o r t a n t - - i r o n  ore ,  copper ,  

lead,  zinc,  n icke l ,  and t in .  Some i r o n  o re  has  been  i m p o r t e d  f rom La t in  

A m e r i c a  for  m a n y  y e a r s ,  but th is  has become  a m a j o r  i t e m  as U.S .  

supp l i e s  of h i g h - g r a d e  o re  have dwindled.  La t in  A m e r i c a  a l so  supp l i e s  

a n u m b e r  of add i t ives  o r  a l l oy  m e t a l s ,  a l though these  do not  weigh v e r y  

heav i l y  in  the va lue  t o t a l s .  O the r  i m p o r t a n t  i n d u s t r i a l  m a t e r i a l s  inc lude  

wool,  vege t ab l e  s eeds  and oi ls ,  queb racho  ex t r ac t ,  and wood. Some i t e m s  
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t ha t  w e r e  f o r m e r l y  i m p o r t a n t  have e i t h e r  d i s a p p e a r e d  f r o m  the t r ade ,  

s u c h  as  f l axseed ,  or  have dec l ined  to r e l a t i v e  i n s i g n i f i c a n c e ,  such  as  h ide s .  

Of cou r se ,  L a t i n  A m e r i c a  has  s o m e  i m p o r t a n t  expo r t s  tha t  do not 

come to the Uni ted  S ta tes .  F o r  example ,  the Uni ted  Sta tes  does  not take  

any  of A r g e n t i n a ' s  t h r e e  l ead ing  expor t  p r o d u c t s - - w h e a t ,  corn ,  and f r e s h  

m e a t - - a l t h o u g h  the Uni ted  S ta tes  i s  a good m a r k e t  for  canned  m e a t .  And 

i t  is  no longe r  in  the m a r k e t  for  f l a x s e e d  or  l i n s e e d  oil;  in fact,  i t  i s  a 

c o m p e t i t o r .  Al though the Uni ted  S ta tes  i m p o r t s  s o m e  s p e c i a l  g r a d e  of 

cot ton unde r  a quota,  we cannot  take m o s t  of La t in  A m e r i c a ' s  cot ton crop,  

which  u s u a l l y  goes  to Eu rope  or  J apan .  The Uni ted  S ta tes  t a k e s  tobacco  

f r o m  Cuba on a p r e f e r e n t i a l  b a s i s ,  and t h e r e f o r e  i t  c a n ' t  take the good 

tobacco  that  B r a z i l  g r o w s .  The Uni ted  S ta tes  i s  the ch ie f  m a r k e t  for  La t in  

A m e r i c a n  bananas  and t akes  s o m e  p e a r s  and o the r  f r u i t s  s e a s o n a l l y ,  but 

does not take s o m e  o the r  f ru i t s  which  a r e  expor t  i t e m s  in s e v e r a l  c o u n t r i e s .  

No doubt our  i m p o r t s  f r o m  La t in  A m e r i c a  wi l l  cont inue to c o n s i s t  

ch i e f l y  of c rude  and s i m p l y  p r o c e s s e d  c o m m o d i t i e s ,  but i t  would be a 

m i s t a k e  to th ink  of La t in  A m e r i c a  s o l e l y  as  a v a s t  r e s e r v e  of foodstuffs  

and r a w  m a t e r i a l s  wa i t ing  to be developed,  or  to conclude  that  our  p u r -  

c h a s e s  of  t h e s e  i t e m s  wi l l  be in  su f f i c i en t  quan t i ty  to i n s u r e  La t i n  A m e r i c a n  

p r o s p e r i t y .  

F o r  one thing,  L a t i n  A m e r i c a  i s  going to c o n s u m e  a l a r g e r  p r o p o r -  

t ion of i t s  own output,  as  the r e s u l t  of r a p i d  popula t ion  growth ,  h ~ h e r  pe r  

cap i t a  i ncome ,  and the r e q u i r e m e n t s  of i t s  own m a n u f a c t u r i n g  i n d u s t r i e s .  

A l r e a d y  e x p o r t s  of s o m e  foodstuffs  and r a w  m a t e r i a l s  have dec l ined ,  for  



example ,  m e a t  f r o m  Argen t ina ,  co~ton f r o m  Braz i l ,  h ides  f r o m  Mexico .  

Not so  m a n y  y e a r s  ago, when I was  c o m m e r c i a l  a t t ache  in Mexico,  the 

Uni ted  S ta tes  supp l ied  a l a r g e  p a r t  of Mexicofs  i m p o r t s  of shoes  and 

bought  t r e m e n d o u s  quan t i t i e s  of h ides .  Now we expo r t  h ides  to Mexico  

and i m p o r t  s h o e s .  

Now, for  ano the r  thing, t he re  a r e  s o m e  doubts a m o n g  the La t in  

A m e r i c a n s  tha t  the United S ta tes  m a r k e t  wil l  be su f f i c i en t ly  dependable ,  

o r  y ie ld  r e t u r n s  adequa te  to m a i n t a i n  an accep t ab l e  r a t e  of economic  g rowth  

m Lat in  A m e r i c a .  The La t in  A m e r i c a n s  have s e e n  m a r k e t s  fo r  t h e i r  m a t e r -  

i a l s  d e s t r o y e d  o r  r e d u c e d  by the deve lopment  of subs t i t u t e s  or  by o the r  

types  of t echno log ica l  change .  L ikewise ,  they  have seen  t h e i r  E u r o p e a n  
i n c r e a s i n g  

m a r k e t s  t h r e a t e n e d  by/~programs of na t iona l  s e l f - s u f f i c i e n c y  o r  p r e f e r e n c e  

to o the r  a r e a s .  A r e c e n t  announcemen t  that  the U . S .  a r m e d  s e r v i c e s  

w e r e  fol lowing with i n t e r e s t  c o m m e r c i a l  e x p e r i m e n t s  in the deve lopment  

of syn the t i c  coffee  c a u s e d  a n e a r - p a n i c  in B r a z i l .  Nor  does  anyone know 

for  c e r t a i n  what  the u l t i m a t e  e f fec t s  of w ide r  use  of i n s t an t  coffee  wil l  be.  

Some Lat in  A m e r i c a n  e c o n o m i s t s  have e x p r e s s e d  p e s s i m i s m  r e g a r d i n g  

the fu tu re  of La t in  A m e r i c a n  expor t s ,  owing to the r e l a t i v e  i n e l a s t i c i t y  

of demand  for  foodstuffs ,  which c o m p r i s e  the l a r g e r  s h a r e  of La t in  A m e r -  

i can  e x p o r t s .  This  i n e l a s t i c i t y  of demand  a r i s e s  f r o m  the fac t  that ,  as  

i n c o m e s  r i s e ,  a r e d u c e d  p r e p o r t i o n  of the to ta l  income is  spen t  on food, 

while a l a r g e r  s h a r e  is  devoted to m a n u f a c t u r e s  and s e r v i c e s .  

A m e r i c a n  e c o n o m i s t s  have  done s o m e  work  on this  p r o b l e m  and have  

conc luded  tha t  the U . S .  demand  for  f a r m  p roduc t s  a s  a whole is  l ike ly  to 

4 



i n c r e a s e  by 40 p e r c e n t  dur ing  the next  two decades ,  ch ie f ly  as  the r e s u l t  

of g rowth  of popula t ion,  but tha t  the demand  for  m i n e r a l s ,  inc lud ing  fuels ,  

wi l l  i n c r e a s e  by 80 p e r c e n t  o r  m o r e .  The g rowth  in demand  for  f o r e s t  

p roduc t s  has  been  e s t i m a t e d  at  about  20 p e r c e n t .  

The i n c o m e  e l a s t i c i t y  for  food i s  much  g r e a t e r  in La t in  A m e r i c a  

i t s e l f ,  b ecause  of the r i s e  of i ncome  and a m o r e  r a p i d  popula t ion  growth .  

Hence the i n c r e a s e d  demand  in La t in  A m e r i c a  i t s e l f  for  f a r m  foods wi l l  

be t r e m e n d o u s .  

T h e r e  has been f u r t h e r  p e s s i m i s m  as the r e s u l t  of s tud ies  made  by GATT--  

the G e n e r a l  A g r e e m e n t  for  T a r i f f  and T rade  o r g a n i z a t i o n - - w h i c h  show that  

in  r e c e n t  y e a r s  the t r ade  among  i n d u s t r i a l  c o u n t r i e s  i s  i n c r e a s i n g  m u c h  

m o r e  r a p i d l y  and m a k i n g  up a l a r g e r  p e r c e n t a g e  of  wor ld  t r ade  than the 

t rade  with the r aw m a t e r i a l  s u p p l i e r s ,  as  a r e s u l t  of a n u m b e r  of f a c to r s ,  

which  inc lude  the m o r e  e c o n o m i c a l  use  of r aw m a t e r i a l s  in m a n y  d i f f e ren t  

i n d u s t r i e s ,  subs t i t u t e s ,  and so  fo r th .  

Dur ing  the pos twa r  decade  the La t in  A m e r i c a n  coun t r i e s  did v e r y  

wel l  with t h e i r  expor t s ,  ch i e f ly  as  the r e s u l t  of g r e a t l y  i m p r o v e d  t e r m s  of 

t r a d e .  

The agg rega t e  va lue  of La t in  A m e r i c a n  fo re ign  t r a d e  at  c u r r e n t  

p r i c e s  was a p p r o x i m a t e l y  four  t i m e s  as  high in 1956 as  i t  was in 1937, 

be fo re  the war ;  but the l a r g e r  p a r t  of this  i n c r e a s e  was due to h ighe r  

p r i c e s  for  La t in  A m e r i c a n  e x p o r t s .  On the o the r  hand, the quan t i ty  of 

La t in  A m e r i c a n  expor t s  has  un t i l  r e c e n t l y  i n c r e a s e d  v e r y  s lowly .  E x p o r t s  

of only  a few c o m m o d i t i e s  have shown a de f in i t e ly  upward  t r e n d  s i nce  1950, 
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in quant i ty ,  the m o s t  i m p o r t a n t  be ing p e t r o l e u m ,  copper ,  i r o n  ore ,  and 

cot ton.  E x p o r t s  of p roduc t s  of the t e m p e r a t e  zone reg ion ,  l ike the Rio 

de la P l a t a  a r e a  {gra ins ,  m e a t ,  h ides ,  and l i n seed  oil) have def in i te ly  

dec l ined  f r o m  the peak .  

The La t in  A m e r i c a n  coun t r i e s  a r e  m a j o r  p r o d u c e r s  of a n u m b e r  of 

m i n e r a l s ,  but the pos i t ion  of La t in  A m e r i c a  in r e l a t i o n  to wor ld  output 

has  i m p r o v e d  s ince  1945 only in the c a s e  of p e t r o l e u m  and i ron  o r e .  La t in  

A m e r i c a n  p roduc t ion  of copper ,  tin, p r e c i o u s  m e t a l s ,  and s o m e  nonmeta l l i c  

m i n e r a l s  has  dec l ined  s ince  the war ,  a l though the r i s e  in p r i c e s  has  in -  

c r e a s e d  s u b s t a n t i a l l y  the va lue  of La t in  A m e r i c a n  m i n e r a l  p roduc t ion .  

- \  

Now, of c o u r s e ,  the unde rdeve loped  coun t r i e s  a r e  t h e m s e l v e s  in 

l a r g e  m e a s u r e  r e s p o n s i b l e ,  in p a r t  at  l eas t ,  for  this  s i tua t ion .  By i m p r o v -  

ing p roduc t ion  me thods  and r e d u c i n g  cos t s  and p r i c e s ,  the La t in  A m e r i c a n  

c o u n t r i e s  could, no doubt, find l a r g e r  fo re ign  m a r k e t s  while a t  the s a m e  

t ime  s a t i s f y i n g  g rowing  domes t i c  needs .  Techno log ica l  p r o g r e s s  is be ing 

m a d e  in a g r i c u l t u r e  and g raz ing ;  but i t  is  spot ty .  F u r t h e r m o r e ,  i n s t i t u -  

t ional  f a c t o r s  and po l i t i ca l  upse t s  p r e v e n t  s u s t a i n e d  o r  g e n e r a l  p r o g r e s s  

that  migh t  be d e s i r e d .  

We a r e  w i t n e s s i n g  a v e r y  p e c u l i a r  deve lopment  in the compos i t ion  

of our  own fo re ign  t r a d e .  Mos t  coun t r i e s  a r e  anxious  to expor t  t h e i r  p r o d -  

uc ts  in as  advanced  a f o r m  as  poss ib le ,  but the Uni ted Sta tes  is  subs id i z ing  

e x p o r t s  of p roduc t s  in c rude  f o r m .  Our  i m p o r t s  of f in i shed  m a n u f a c t u r e s  

a r e  g rowing  by l eaps  and bounds .  And tha t f s  the r e a s o n  why E u r o p e  l a s t  

y e a r  took Lat in  A m e r i c a t s  p lace  as  the ch ie f  s o u r c e  of i m p o r t s ,  b e c a u s e  
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we i m p o r t e d  so  m u c h  s tee l ,  m a c h i n e r y ,  au tomob i l e s ,  whiskey ,  wines ,  

and luxury  goods .  

Of cou r se ,  some  of the La t in  A m e r i c a n  c o u n t r i e s  a r e  t h e m s e l v e s  

l a rge  i m p o r t e r s  as  wel l  as e x p o r t e r s  of r aw m a t e r i a l s  and  foods tuf fs .  

F o r  example ,  we expor t  $500 m i l l i o n  wor th  of foodstuffs  to La t in  A m e r i c a ,  

while  i m p o r t i n g  $2 b i l l ion .  Our Pub l i c  Law 480 has ,  of cour se ,  t ended  

to i n c r e a s e  the p u r c h a s e s  on t h e i r  pa r t ,  a l though at  the s a m e  t ime ,  whi le  

bene f i t t i ng  f r o m  tha t  in c e r t a i n  r e s p e c t s ,  i t  c a u s e s  d i s t o r t i o n s  in t h e i r  

p roduc t ion  in o the r  ways ,  and has  a l so  p roduced  a c o n s i d e r a b l e  c rop  of 

g r i e v a n c e s .  The c o u n t r i e s  that  p roduce  cot ton and wheat  a r e  a lways  

wor r i edabou t  th is  Sword of D a m o c l e s .  And t h e r e  has  been some  v e r y  

s h a r p  annoyance  at  some  of our  u se s  of what  you m i g h t  ca l l  the c o u n t e r -  

p a r t  funds, the l oca l  c u r r e n c y  funds, that  we r e c e i v e  f rom them.  

Al though La t in  A m e r i c a n  expor t s  c o n s i s t  ch ie f ly  of p r i m a r y  or  s e m i -  

m a n u f a c t u r e d  p roduc t s ,  i n d u s t r i a l i z a t i o n  has made  su f f i c i en t  headway  that  

i t  is  an i m p o r t a n t  s e c t o r  of the e c o n o m y  in m o s t  of the c o u n t r i e s  and in 

a few a l r e a d y  accoun t s  for  a l a r g e r  s h a r e  of the na t i ona l  i ncome  than 

a g r i c u l t u r e .  The s t a t i s t i c s  tend to e x a g g e r a t e  the s i t ua t i on  somewhat ,  

s ince  m a n y  of the e s t a b l i s h m e n t s  inc luded  in the i n d u s t r i a l  c e n s u s e s  a r e  

h a r d l y  m o r e  than one-  or  t w o - m a n  workshops  us ing  l i t t l e  o r  no m e c h a n i c a l  

power .  T h e r e  a re ,  however ,  s o m e  m o d e r n  and e f f i c i en t  p lan t s  in  each  

of the c o u n t r i e s .  The l a r g e r  c o u n t r i e s  p roduce  p r a c t i c a l l y  a l l  a r t i c l e s  of 

c o m m o n  consumpt ion ,  such  as  t ex t i l e s ,  shoes ,  po t t e ry ,  f u rn i t u r e ,  bee r ,  

c i g a r e t t e s ,  soap,  and bui ld ing  m a t e r i a l s .  Al l  the c o u n t r i e s  except  Cost8  

7 



Rica ,  Honduras ,  and Hait i  p roduce  cemen t .  

The c h e m i c a l  and p h a r m a c e u t i c a l  i n d u s t r i e s  have had an e n o r m o u s  

deve lopment .  A n u m b e r  of coun t r i e s  now produce  a lka l i e s ,  su lphur i c  

ac id ,  p l a s t i c  m a t e r i a l s ,  syn the t ic  f i be r s ,  and dyes tuf f s ;  and t h e r e  is  in-  

c r e a s i n g  a t ten t ion  to f e r t i l i z e r s ,  i n s e c t i c i d e s ,  and s e r u m s .  

Six Lat in  A m e r i c a n  coun t r i e s  (Braz i l ,  Mexico,  Argen t ina ,  Chile,  

P e r u ,  and Colombia)  have int e g r a t e d  i ron  and s t e e l  p lan ts ,  and one is  

u n d e r  c o n s t r u c t i o n  in Venezue la .  These  coun t r i e s ,  a s  wel l  a s  s e v e r a l  

o the r s ,  a l so  p roduce  s t ee l  f r o m  s c r a p .  The p roduc t ion  of r o l l ed  s t e e l  
which is  s t i l l  v e r y  s m a l l ,  of c o u r s e ,  but 

p roduc t s  amoun ted  to 3 .5  mi l l ion  m e t r i c  tons in 1958, ~ about  50 p e r c e n t  

of the i r  r e q u i r e m e n t s .  Of c o u r s e  the i r  r e q u i r e m e n t s  a r e  i n c r e a s i n g  by 

l eaps  and  bounds too; so  t he i r  i m p o r t s  a r e  s t i l l  heavy .  

Dur ing  r e c e n t  y e a r s  A r g e n t i n a  and B r a z i l  have taken  s t eps  to b r i n g  

about  v i r t u a l l y  comple t e  m a n u f a c t u r e  of m o t o r  veh ic l e s ,  so f a r  ch ie f ly  

t r u c k s ,  j eeps ,  s t a t ion  w a g o n s - - s e r v i c e  types ;  a l so  t r a c t o r s  and r a i l w a y  

ro l l i ng  s tock .  This  b r i n g s  about ,  of c o u r s e ,  the deve lopment  of hundreds  

of subo rd ina t e  i n d u s t r i e s ,  and the e s t a b l i s h m e n t  of i n d u s t r i e s  for  ca s t i ng  

and fo rg ing  and o the r  th ings  tha t  they  h a v e n ' t  had in the pas t .  A l so  a 

hos t  of p lan ts  p roduc ing  au tomot ive  p a r t s .  They  a r e  p roduc ing  now the 

s i m p l e r  types  of m a c h i n e  tools and a good m a n y  o the r  types  of m a c h i n e r y .  

In B r a z i l  the p roduc t ion  of t y p e w r i t e r s  and o the r  off ice m a c h i n e s  has  begun,  

as  wel l  as  of sewing  m a c h i n e s .  A c o n s i d e r a b l e  v a r i e t y  of e l e c t r i c a l  

coun t r i e s  
a p p a r a t u s  is  a s s e m b l e d  in s e v e r a l  coun t r i e s ,  and in t h r e e ]  a s t a r t  has  

been m a d e  t o w a r d  the p roduc t ion  of h e a v y  e l e c t r i c a l  equ ipment .  
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G e n e r a l l y  speaking ,  the m o s t  i m p o r t a n t  i n d u s t r i e s  in La t in  A m e r i c a  

a r e  what  e c o n o m i s t s  ca l l  m a t e r i a l s - o r i e n t e d  i n d u s t r i e s ,  such  as  suga r  

m i l l s ,  whe re  the cos t  of t r a n s p o r t i n g  the r aw m a t e r i a l  would exceed  s av -  

ings  on o the r  f a c to r s  th rough  p r o c e s s i n g  at  a loca t ion  o the r  than one 

n e a r  the r aw  m a t e r i a l s  supply .  S m e l t e r s  and m i n e r a l s  r educ t i on  p lan ts  

a l so  fa l l  in  th is  ca t egory ;  l i kewise  m e a t - p a c k i n g  and s i m i l a r  e n t e r p r i s e s .  

Ano the r  l a rge  group of i n d u s t r i e s  a r e  those  that  p rov ide  loca l  s e r -  

v i ce s  or  a r e  t i ed  in a s e n s e  to the loca l i ty ,  such  as  b a k e r i e s ,  foundr ies ,  

r e p a i r  shops ,  l aund r i e s ,  and the l ike .  

The th i rd  l a rge  group  c o m p r i s e s  heav i l y  p r o t e c t e d  i n d u s t r i e s  p r o -  

ducing c o n s u m e r  goods for  the loca l  m a r k e t ,  such  as t ex t i l e s ,  shoes ,  

f u r n i t u r e ,  p h a r m a c e u t i c a l s ,  and i n n u m e r a b l e  o the r  a r t i c l e s ,  as  wel l  as  

the new " d y n a m i c "  i n d u s t r i e s  in the m e t a l - w o r k i n g  field,  inc luding  m o r e  

comple t e  m a n u f a c t u r e  of a r t i c l e s  f o r m e r l y  on ly  a s s e m b l e d  f r o m  in, po r t ed  

p a r t s  o r  m a t e r i a l s .  

Now, so fa r  th is  i n d u s t r i a l i z a t i o n  has only  touched  c e r t a i n  c e n t e r s ,  

and only  a s m a l l  p a r t  of the e c o n o m y  as  a whole has been  m e c h a n i z e d .  

As r e g a r d s  t r a n s p o r t a t i o n ,  for  example ,  in a book on B r a z i l  that  I pub- 

l i s h e d  in 1949 I wrote :  " E v e n  in s o u t h e r n  Braz i l ,  the e c o n o m i c a l l y  m o s t  

advanced  a r e a ,  the t r a v e l e r  on the highways p a s s e s  m o r e  a n i m a l - d r a w n  

v e h i c l e s  than m o t o r  c a r s ,  while  in the r u r a l  a r e a s  of the North ,  whee led  

v e h i c l e s  of any  k ind  a r e  r a r e ,  humans  s h a r i n g  wi th  donkeys ,  m u l e s  and 

oxen the bu rden  of mov ing  produce  to m a r k e t .  Donkey c a r t s  p lay  a l a r g e r  

r o l e  in the c o n s t r u c t i o n  of r a i l w a y s  and highways than e a r t h - m o v i n g  
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m a c h i n e r y . "  That  has  changed  a l i t t le  bit  s ince  1949, but not e n t i r e l y .  

The l a t e s t  da ta  tha t  IVve been able  to find show that  the p e r  cap i t a  con-  

surnpt ion of m e c h a n i c a l  p o w e r  in La t in  A m e r i c a  is  only 6 .6  p e r c e n t  of 

tha t  in the Uni ted  S ta t e s .  That  shows  tha t  fo r  the e c o n o m y  as  a whole 

the consumpt ion  of m e c h a n i c a l  power  is  s t i l l  v e r y  low. 

Now, of c o u r s e ,  they  a r e  r a t h e r  s h o r t  of c e r t a i n  fuel  r e s o u r c e s .  

Coal  is  s c a r c e  and of poor  qual i ty .  They  p roduce  ove r  20 p e r c e n t  of the 

worldVs p e t r o l e u m .  And they  have v e r y  ex tens ive  w a t e r p o w e r  r e s o u r c e s ,  

which  a r e  be ing  deve loped  a t  r a t e s  of about  10 p e r c e n t  a y e a r .  

So f a r ,  La t in  A m e r i c a n  i n d u s t r i a l i z a t i o n  has  been de r iva t ive  in 

c h a r a c t e r ,  s ince  the equ ipmen t  and lmow-how have  been b rough t  in f r o m  

a b r o a d .  The e s t a b l i s h m e n t  of what  you migh t  ca l l  the c o n s u m e r  types  

of i n d u s t r i e s  doesn t t  involve any  s e r i o u s  p r o b l e m s .  Lat in  A m e r i c a n  w o r k -  

e r s  adap t  t h e m s e l v e s  f a i r l y  e a s i l y  to m a c h i n e  t echn iques ,  once theyVve 

been  p r o p e r l y  t r a i n e d  and given r e a s o n a b l e  i ncen t ives .  F o r e i g n e r s  and 

f i r s t - g e n e r a t i o n  i m m i g r a n t s  a r e  consp icuous  among  the sk i l l ed  w o r k e r s ,  

p roduc t ion  m a n a g e r s ,  and e n t r e p r e n e u r s .  Hundreds  of UoS. f i r m s  have 

e n t e r e d  the m a n u f a c t u r i n g  field,  e i t h e r  th rough  b r a n c h  p lan ts ,  joint  ven-  

t u r e s ,  or  l i cens ing  a r r a n g e m e n t s ,  and, inc iden ta l ly ,  f u r n i s h  t he i r  know-how.  

G e n e r a l l y  speak ing ,  t hese  p lants  r e p r e s e n t  a s m a l l  in i t i a l  i n v e s t m e n t .  

M a c h i n e r y  which m a y  be a l r e a d y  o b s o l e s c e n t  in the Uni ted  Sta tes  m a y  be 

sh ipped  down and cap i t a l i zed .  They  b o r r o w  m o n e y  f r o m  the loca l  bank 

to get  s t a r t e d ,  and then build i t  up th rough  the r e i n v e s t m e n t  of p r o f i t s .  

But when you s t a r t  c r e a t i n g  a cap i t a l  goods i ndus t ry ,  the p r o b l e m  is 

10 



m u c h  m o r e  c o m p l i c a t e d .  It r e q u i r e s  m o r e  cap i ta l ,  m o r e  technology,  and a 

l a r g e r  m a r k e t  than  is  u s u a l l y  ava i l ab l e  in any one La t in  A m e r i c a n  coun t ry .  

It  is  th is  p r o b l e m  of f inding wide r  m a r k e t s  fo r  the cap i t a l  goods i n d u s t r y  

that  has  g iven the impe tu s  to the m o v e m e n t  for  a La t in  A m e r i c a n  c o m m o n  

m a r k e t ,  jus t  as  i t  did in E u r o p e .  

Some La t in  A m e r i c a n  p roduc t s  have been  en joy ing  p r e f e r e n t i a l  t a r i f f  

r a t e s  in ad jo in ing  c o u n t r i e s  under  excep t ions  r e c o g n i z e d  at  the t ime  GATT 

was o r g a n i z e d  in 1947. Or  in p r a c t i c e  they  have been  able to c a r r y  i t  

on for  a g r e a t  m a n y  y e a r s  under  the b a l a n c e - o f - p a y m e n t s  except ion ,  

which is  r e c o g n i z e d  by GATT and the I n t e r n a t i o n a l  M o n e t a r y  Fund.  Tha t  

is  p a r t i c u l a r l y  t rue  in the four s o u t h e r n m o s t  South A m e r i c a n  coun t r i e s ,  

whe re  80 p e r c e n t  of the i n t r a - L a t i n  A m e r i c a n  t r ade  i s  concen t r a t ed ,  and 

who have been  the ones  who have taken the i n i t i a t i ve  in this  m o v e m e n t ,  

and whe re  they  f ina l ly  s igned  an a g r e e m e n t  at  Montevideo  for  a s o - c a l l e d  

f r ee  t r ade  a r e a .  

But be fo re  ge t t ing  into the de ta i l s  of that ,  I 'd  l ike to men t i on  that  

s o m e  of the c o u n t r i e s  a r e  v e r y  d e t e r m i n e d  to become e x p o r t e r s  of m a n u -  

f a c t u r e d  p r o d u c t s .  Chi le ,  for  example ,  the coun t ry  that  has  h i s t o r i c a l l y  

been the m o s t  p e r s i s t e n t  advoca te  of the La t in  A m e r i c a n  p r e f e r e n c e s ,  and 

which is p e r h a p s  m o r e  i n d u s t r i a l i z e d  than any  o the r  La t in  A m e r i c a n  coun-  

t r y  on the b a s i s  of populat ion,  has  long had amb i t i ons  to become  the Norway,  

so to speak,  of South A m e r i c a .  And they  a r e  beginning  to make  a s t a r t .  

They  have a m o s t  s u c c e s s f u l  s t e e l  m i l l  in La t in  A m e r i c a  a t  Huachipato ,  and 

have begun m o d e s t  expo r t s  of s t e e l  p roduc t s .  Th is  plant ,  of cou r se ,  was 
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bui l t  with E x p o r t - I m p o r t  Bank funds and U.S .  t e c h n i c a l  a s s i s t a n c e ,  and 

is  now c o n t r o l l e d  by p r i v a t e  s t o c k h o l d e r s .  

A m e r i c a n  and o the r  fo re ign  e n g i n e e r s  v i s i t i ng  C A P ' s  p lan t  a t  

Huachipato  a r e  apt  to be s u r p r i s e d  to l e a r n  the degree  of s k i l l  which  has 

been  a t t a ined  at  the p lan t  in  a r e l a t i v e l y  s h o r t  pe r iod .  Beginn ing  in 1950 

with the i n s t a l l a t i o n  of equ ipmen t  m o s t  of U.S .  m a n u f a c t u r e ,  the m i l l ' s  

o p e r a t i o n s  were  l a r g e l y  s u p e r v i s e d  by U.S.  t e c h n i c i a n s .  G r a d u a l l y  Ch i l -  

eans  were  t r a i n e d  to take ove r  m o s t  of the work .  Even  by 1952 the m a j o r i t y  

of o p e r a t i o n s  were  in the hands of Ch i l eans ,  and now C A P ' s  w o r k e r s  and 

e m p l o y e e s  a r e  c o n s i d e r e d  sk i l fu l  and e f f i c ien t .  T h e i r  s a f e t y  r e c o r d  is  

ou t s t and ing  and c o m p a r e s  f avo rab ly  with that  of U .S .  m i l l s .  ~:~t mid-1957 

the re  were  only  21 fo re ign  e m p l o y e e s  s t i l l  with the company,  as  aga in s t  

6, 030 Ch i l eans .  

F u r t h e r m o r e ,  as  a l a r g e  p r o d u c e r  of copper ,  Chi le  i s  a l so  beg inn ing  

to r e a l i z e  in a s m a l l  way i t s  amb i t i ons  to be an e x p o r t e r  of f a b r i c a t e d  

p r o d u c t s .  Ch i l ean  p roduc t s  m a n u f a c t u r e r s  get s e v e r a l  advan tages .  The 

l a rge  U . S . , c o n t r o l l e d  copper  m i n e s  m u s t  supply  the copper  b a r s  they  

r e q u i r e  at  a 10 p e r c e n t  d iscount ;  Ch i l ean  wage r a t e s  a r e  low; the m a n u f a c -  

t u r e r s  a r e  d i sposed  to accep t  lower  p ro f i t s  than  is  c u s t o m a r y  in the Uni ted  

States ;  and the Ch i l ean  G o v e r n m e n t  has  p rov ided  f avorab le  tax and exchange  

advan tages .  As a consequence ,  some  Chi l ean  copper  s h e e t s  and tubes 

a r e  be ing  so ld  in the Uni ted Sta tes ,  as  wel l  as  to o the r  c o u n t r i e s ,  inc lud ing  

the Soviet  b loc .  

A t h i r d  p roduc t  in  which  they  want  to expor t  m a n u f a c t u r e d  p roduc t s  
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is chemical pulp and newsprint, produced by plants financed by the World 

Bank and using as chief raw material the Insignis pine that has been grown 

since 1916 in plantations mainly in the Concepcion area. 

Other Latin American countries are very much interested in exports 

of manufactures. Mexico has hopes in Central Mexico and the Caribbean. 

Columbia has recently signed export contracts with five firms under which 

the firths agree to export annually specified quantities of manufactured 

products. In return, the new materials imported to produce these goods 

are ex~elxlpt from customs duties and other charges. Many of the existing 

American branch plants were established with at least one eye on the 

export market. IBM in Brazil, for example, ships electronic calculating 

machines and time clocks to other South American countries and at times 

to Europe. 

The need for wider markets to give a firmer basis to industrializa- 

tion is what has sparked interest in a regional preferential system. But 

they are, of course, also influenced by developments in Europe and by 

various emotional and political factors. 

There have been two different types of movements there. One has 

been the small sub-region, like Central America, which was the first 

movement to get started--in 1951. They signed a whole bunch of treaties 

and have taken quite a number of steps, such as developing a common 

tariff nomenclature and fiscal nomenclature; and have established two or 

three regional institutions, and have signed some agreements for regulat- 

ing traffic. And they signed in 1958 an agreement, a so-called free trade 
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agreement, under which a long list of products would move in free trade 

among the countries that ratify it, Three countries so far have ratified 

it--Guatemala, El Salvador, and Nicaragua--although every product of 

any commercial significance has special exceptions. 

Now, of course there's a lot of rivalry and jealousy in Central 

America; and just recently another agreement was signed by Guatemala, 

El Salvador, and Honduras. The first two were also in the other agree- 

ment. Honduras, of course, is a bitter enemy of Nicaragua; and so they 

s q u e e z e d  N i c a r a g u a  and Cos ta  Rica  out. Tha t  a g r e e m e n t  t h e o r e t i c a l l y  

goes  m u c h  f u r t h e r  than the e a r l i e r  a g r e e m e n t ,  i n P r ° v i d i n g  for  a r e a l  c u s -  

toms  union in a s h o r t  p e r i o d  of t i m e - - f i v e  y e a r s - - a n d  s e t t i ng  up a c o m m o n  

t a r i f f  a d m i n i s t r a t i o n .  

Of c o u r s e ,  h i s t o r i c a l l y  we have a lways  r e c o g n i z e d  the C e n t r a l  

A m e r i c a n  p r e f e r e n c e ;  a n d  we have a l w a y s  been  s y m p a t h e t i c  to even  po l i t -  

i c a l  u se .  But  t h e y  a r e  hav ing  s o m e  d i f f i cu l ty  ge t t ing  t o g e t h e r .  So fa r  

i t  i s  a lways  the s a m e  p r o b l e m .  T h e y  m a k e  s o m e  big g e s t u r e s ,  but they  

r e s e r v e  e v e r y  i t em that  has  any  s i g n i f i c a n c e .  

P e r h a p s  of even m o r e  i m p o r t a n c e  i s  to s a y  that  the a g r e e m e n t  tha t  

was  s i g n e d  on F e b r u a r y  18 at  Montevideo  by s i x  South A m e r i c a n  c o u n t r i e s  

and Mexico,  which  would p rov ide  for  an o v e r a l l  La t in  A m e r i c a n  f r ee  t r ade  

a r e a ,  t hey  ca l l  it ,  wh ich  i s  m o d e l e d  a f t e r  the Oute r  Seven, the f ree  t r ade  

a s s o c i a t i o n  in Europe ,  which  i s  a r a t h e r  loose  o r g a n i z a t i o n .  It p r o v i d e s  

a lot  of de ta i l s ,  but i t  s a y s  that  wi th in  a p e r i o d  of 12 y e a r s  the c o n t r a c t i n g  

14 



p a r t i e s  sha l l  g r a d u a l l y  e l i m i n a t e ,  for  s u b s t a n t i a l l y  a l l  t h e i r  r e c i p r o c a l  

t r ade ,  the c h a r g e s  and o the r  r e s t r i c t i o n s  on the i m p o r t a t i o n  of p roduc t s  

o r i g i n a t i n g  in the t e r r i t o r y  of any c o n t r a c t i n g  pa r ty ,  by m e a n s  of annua l  

nego t i a t i ons .  

So what i t  m e a n s  is  that  so fa r  they  h a v e n ' t  a g r e e d  on anyth ing .  

E v e r y  p roduc t  s t i l l  has  to be nego t i a ted .  So A m e r i c a n  f i r m s  that  a r e  

i n t e r e s t e d  in ge t t ing  in have no b a s i s  of knowing for  s u r e  whe the r  t h e i r  

p r o d u c t s  a r e  going to be in or  how, on what  b a s i s .  The excep t ions  a r e  

v e r y  b road .  P r a c t i c a l l y  a l l  a g r i c u l t u r a l  p roduc t s  a r e  e x c e p t e d .  And 

they  a l so  have o the r  excep t ions .  

The g e n e r a l  s e n s e  of this  s e e m s  to be r e c i p r o c a l  p r e f e r e n t i a l  con-  

c e s s i o n s  on a l i m i t e d  l i s t  of i n d u s t r i a l  p roduc t s ,  which  is what,  of cou r se ,  

they  have been  doing a l r e a d y .  And th is  would p rov ide ,  i f  i t ' s  a ccep ted  

by  GATT, when i t  comes  up for  r e v i e w  at  the s i x t een th  s e s s i o n  in Geneva 

in May, a f r a m e w o r k  wit b/n which they can do th i s .  

A few people ,  inc lud ing  G o v e r n o r  l~ockefe l le r ,  have made  p r o p o s a l s  

for  a s t i l l  b r o a d e r  P a n  A m e r i c a n  E c o n o m i c  Union, which  would inc lude  

the Uni ted Sta tes  and Canada .  They  h a v e n ' t  g iven su f f i c i en t  de ta i l  to 

p rov ide  a def in i te  b a s i s  for  judgment .  If th is  would ca l l  for  any  opening 

up to the La t in  A m e r i c a n  m a r k e t ,  I f ee l  s u r e  we would rejecti~" No doubt 

some  of you r e c a l l - - n o t  that  you we re  a round  at  tha t  t ime ,  but have r e a d - -  
a t  

tha t  in 1889/the f i r s t  I n t e r n a t i o n a l  C o n f e r e n c e  of A m e r i c a n  Sta tes ,  we p r o -  

posed  a c u s t o m s  union of a l l  the A m e r i c a s .  

by the La t in  A m e r i c a n s .  They,  of cou r se ,  

But i t  was i nd ignan t ly  r e j e c t e d  

know they  cannot  compe te  with 



our  p roduc t s  and would not  a ccep t  any  such  a r r a n g e m e n t  as that  • I am 

quite  s u r e .  

But, of cou r se ,  qui te  p o s s i b l y - - a n d  I ' m  specu l a t i ng  h e r e - - o n e  of 

the m a i n  ideas  back  of this  p r o p o s a l  for  a Pan  A m e r i c a n  E c o n o m i c  Union 

is  to p rov ide  a f r a m e w o r k  for  g r an t ing  spec i f i c  U .S .  i m p o r t  q u o t a s  for  

La t in  A m e r i c a n  m i n e r a l s  and a g r i c u l t u r a l  p roduc t s ,  s i m i l a r  to the quotas  

e s t a b l i s h e d  unde r  the Sugar  Act .  ~ And, of cou r se ,  l ike the Sugar  Act, 

th is  would a l so  p rov ide  a m e c h a n i s m  for  r e g u l a t i n g  p r i c e s .  It  would have 

c o n s i d e r a b l e  r e s e m b l a n c e  to the B r i t i s h  bulk p u r c h a s i n g  of bas i c  i m p o r t  

p r o d u c t s .  Leav ing  as ide  the a d m i n i s t r a t i v e  and p o l i t i c a l  a s p e c t s  of th is ,  

of c o u r s e  th is  r a i s e s  at  once the ques t ion  of p r e f e r e n c e s  and d i s c r i m i n a -  

t ions  aga in s t  n o n - h e m i s p h e r i c  p r o d u c e r s ,  which  I won ' t  have t ime  to 

go in to .  

I would l ike to point  out in  th is  connec t ion  that  we do have,  of cou r se ,  

what  in  ef fec t  amoun t s  to an e c o n o m i ~ y s t e m  a l r e a d y .  Our r e l a t i o n s  a r e  

m u c h  b r o a d e r  than m o s t  people  r e a l i z e ,  and in p r a c t i c a l l y  e v e r y  f ie ld  

we domina te  i t .  F o r  example•  the Uni ted  Sta tes  supp l i e s  about  ha l f  of 

the agg rega t e  i m p o r t s  of the La t in  A m e r i c a n  republ ics •  that  is ,  as  m uch  

as a l l  the r e s t  of the wor ld  combined .  In the C a r i b b e a n  a r e a  we supply  

f rom 60 to 80 p e r c e n t .  

F u r t h e r m o r e ,  La t in  A m e r i c a  is  m u c h  m o r e  dependent  on the U .S .  

m a r k e t  than we a r e  on t h e i r  m a r k e t .  We buy a round  45 p e r c e n t  of t h e i r  

a g g r e g a t e  expor ts•  and, of cou r se ,  a m u c h  h ighe r  p e r c e n t  in some  of the 

coun t r i e s ;  w h e r e a s  they  only  take 22 p e r c e n t  of ou r s .  And, f u r t h e r m o r e ,  
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over  ha l f  of our  i m p o r t s  f r o m  La t in  A m e r i c a  e n t e r  th is  c o u n t r y  d u t y - f r e e .  

In fact,  we a r e  the only  coun t ry  in the wor ld  tha t  does not  i m p o s e  a high 

duty on coffee,  t h e i r  No. 1 expor t .  

But, ac tua l ly ,  the s i t ua t i on  now is that  a good m a n y  La t in  A m e r i c a n  

c o u n t r i e s  a r e  v e r y  unhappy  about  what  they  c o n s i d e r  to be e x c e s s i v e  depend-  

ence  on the Uni ted  S t a t e s .  Take  Mexico .  Dur ing  the wa r  and m o s t  of the 

p o s t w a r  p e r i o d  about  80 p e r c e n t  of Mex ico ' s  t r ade  was with the Uni ted 

S ta tes .  T h e r e  is  no ques t ion  that  Mexico bene f i t ed  v e r y  g r e a t l y  f rom i ts  

o v e r l a n d  connec t ions  dur ing  the days when the s u b m a r i n e s  c r e a t e d  di f f i -  

cul t  supp ly  p r o b l e m s  e l s e w h e r e ;  and this  big A m e r i c a n  m a r k e t  has  been 

a b s o l u t e l y  v i t a l  to t h e i r  p r o s p e r i t y .  N e v e r t h e l e s s ,  Mexico has  been  a 

l i t t l e  unhappy about  having  a l l  h e r  eggs in one baske t ;  and she  has  se t  up 

a s p e c i a l  bank, the Bank for  F o r e i g n  Trade ,  whose whole pu rpose  was 

to d i v e r s i f y  s o u r c e s  of i m p o r t s  and expor t  d e s t i n a t i o n s .  In p r a c t i c e  

i t  has  not  been  e a s y  to ach ieve  too much,  s i m p l y  b e c a u s e  t he i r  l ink  to 

the Uni ted  Sta tes  i s  so m u c h  m o r e  f avorab le  than anywhere  e l se ;  and now 

we f ind Mexico,  in  sp i te  of be ing  unhappy about  be ing  too dependent  on 

the A m e r i c a n  m a r k e t ,  want ing  to become  m o r e  dependent .  They  want 

to have a b igge r  s u g a r  quota.  Of cou r se ,  l ike a good m a n y  o the r  coun-  

t r i e s ,  they  a r e  h o v e r i n g  l ike v u l t u r e s  ove r  the Cuban s i tua t ion  and hoping 

tha t  they  m a y  pick up s o m e t h i n g .  

Our d i r e c t  p r i v a t e  i n v e s t m e n t s  in La t in  A m e r i c a  amoun t  to a round  

$9 b i l l ion ,  and a r e  p robab ly  two or  t h r e e  t i m e s  as  l a rge  as those  of a l l  

o the r  fo re ign  na t i ona l s  combined .  And, of c o u r s e ,  we a r e  the ch ie f  s o u r c e  
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of i n t e r n a t i o n a l  loan cap i t a l  and c r e d i t s .  A r e c e n t  s tudy  by the U.S .  

D e p a r t m e n t  of C o m m e r c e  showed that  s u b s i d i a r i e s  or  a f f i l i a t e s  of U. S. 

c o m p a n i e s  account  for  30 p e r c e n t  of a l l  La t in  A m e r i c a n  e x p o r t s .  Of cou r se ,  

t h a t ' s  l ike the s u g a r  compan i e s  in Cuba, the copper  c o m p a n i e s  in Chile ,  

and the A m e r i c a n  Smel t ing  and Ref in ing  in  Mexico,  and  so on. 

This  fac t  has  been  ci ted,  no doubt c o r r e c t l y ,  as  an example  of 

U.S .  con t r ibu t ion  to La t in  A m e r i c a n  economic  deve lopment ,  and i t  is ;  

but at  the s a m e  t ime  we cannot  i gno re  the fac t  that  i t  r a i s e s  some  s e r i o u s  

m i s g i v i n g s  in the b r e a s t  of m a n y  La t in  A m e r i c a n s .  If you add to th is  

30 p e r c e n t  the 10 or  15 p e r c e n t  of La t in  A m e r i c a n  expor t s  tha t  a r e  p roduced  

by E u r o p e a n  c o n c e r n s ,  then you have c lose  to ha l f  of La t in  A m e r i c a n  

expo r t s  be ing  p roduced  by fo re ign  c o m p a n i e s .  

La t in  A m e r i c a ,  a t  l e a s t  s o m e  of the coun t r i e s ,  

It  i s  no doubt t rue  that  

could use  s t i l l  m o r e  fo r e ign  

i n v e s t m e n t  to advantage ,  but  we have p robab ly  been  s o m e w h a t  i n s e n s i t i v e  

in our  t a c t i c a l  a p p r o a c h  to La t in  A m e r i c a n  s u s c e p t i b i l i t i e s  on th is  point .  

The r e c e n t  t endency  of some  c o u n t r i e s  to t r y  to b r e a k  away f r o m  

our lead ing  s t r i n g s  and to expand t r ade  r e l a t i o n s  with the Soviet  bloc 

a r i s e s  l a r g e l y  f rom t h e i r  d e s i r e  to a s s e r t  t h e i r  i ndependence  of ac t ion  

and to s eek  a coun t e rwe igh t  to what  they  c o n s i d e r  the o v e r p o w e r i n g  e m b r a c e  

of the " C o l o s s u s  of the N o r t h . "  The la te  Oswaldo A r a ~ h a  of B raz i l ,  

who had been  an a m b a s s a d o r  to the Uni ted Sta tes  in the F i r s t  Wor ld  War ,  

was a no tab le  s p o k e s m a n  for  this  point  of view~ and  i t  he lps  to expla in  

m a n y  things  tha t  B r a z i l  is  now doing.  Of c o u r s e ,  t he r e  a r e  o the r  r e a s o n s ,  

s u c h  as  a t t e m p t s  to a ch i eve  s t r o n g e r  b a r g a i n i n g  l e v e r a g e  in dea l ing  wi th  
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the Uni ted S ta tes .  

This  r a i s e s  one of the m o s t  c o n t r o v e r s i a l  a s p e c t s  of our r e l a t i o n s  

with La t i n  A m e r i c a - - t h e  m a t t e r  of f i nanc i a l  a s s i s t a n c e  or  a id .  Back  in  

the good old days be fo re  1930, the La t in  A m e r i c a n  g o v e r n m e n t s  were  

able  to s e l l  do l l a r ,  s t e r l i n g ,  or  f ranc  bonds to pay for  public  works .  

But s ince  1930 the m a r k e t  for  such  i s s u e s  has  v i r t u a l l y  d i s a p p e a r e d .  

The E x p o r t - I m p o r t  Bank and the i n t e r n a t i o n a l  i n s t i t u t i ons  a r e  now the 

d i s p e n s e r  of i n t e r m e d i a t e  and l o n g - t e r m  loan cap i ta l ,  but the r e c i p i e n t  

g o v e r n m e n t s  would l ike m o r e  funds and fewer  r e s t r a i n t s  on t h e i r  u se .  

Recen t l y  t h e r e  has  been  some  c r i t i c i s m ,  e s p e c i a l l y  in Braz i l ,  

because  the I n t e r n a t i o n a l  M o n e t a r y  Fund, with the c o n c u r r e n c e  of our  

Gove rnmen t ,  has i n s i s t e d  on m o n e t a r y  and c r e d i t  r e f o r m s  as  a condi t ion  

for  new c r e d i t s .  One has  only  to r e a d  the s o c i e t y  co lumns  of the Wash-  

ington n e w s p a p e r s  to l e a r n  tha t  t he r e  i s  a f a i r l y  s t e a d y  s t r e a m  of h igh-  

r a n k i n g  v i s i t o r s  to this  cap i t a l  f r om a l l  q u a r t e r s  of the ea r th ,  and that  

m o s t  of them have high and r i s i n g  expec t a t i ons  as to t he i r  f i nanc i a l  needs .  

This  r a i s e s  some  v e r y  big ques t ions  that  I s h a l l  not  a t t e m p t  to get  in to  

at  th i s  t ime .  However ,  i t  is  ap ropos  to point  out, f i r s t ,  that  the Uni ted 

States  is  p rov id ing  m o r e  t e c h n i c a l  and f i n a n c i a l  a id  than any  coun t ry  or  

group of coun t r i e s ,  and, secondly ,  tha t  our  a s s i s t a n c e ,  both dur ing  and 

s ince  the war ,  has  been  l a r g e r  than  m o s t  people  r e a l i z e .  

Now, i f  you take the i n c r e a s e  in do l l a r  a v a i l a b i l i t y  f r o m  1940, the 

beg inn ing  of the war ,  up through,  say,  1956, l eav ing  out these  o the r  y e a r s  

tha t  p r e s e n t  s p e c i a l  p r o b l e m s ,  a c t u a l l y  La t in  A m e r i c a  had a b igger  inc rease~  
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and  l e a v i n g  out p u r e l y  m i l i t a r y  e x p e n d i t u r e s ,  than  any  o t h e r  a r e a  of  the  

w o r l d .  Many  p e o p l e  d o n ' t  r e a l i z e  tha t .  Of o o u r s e  i t  c a m e  f r o m  th i s  

e n o r m o u s  i m p r o v e m e n t  in  the  t e r m s  of t r a d e ,  f r o m  p r i v a t e  i n v e s t m e n t ,  

t o u r i s t  e x p e n d i t u r e s ,  and  the  l oans  of publ ic  i n s t i t u t i o n s .  The  d e f i n i t e  

h a n d - o u t  w a s  r e l a t i v e l y  s m a l l .  

Now, I ' d  l ike  to c o m m e n t  for  j u s t  a s e c o n d  on one o t h e r  q u e s t i o n  

tha t  i s  s o m e w h a t  c o n t r o v e r s i a l .  P r i m e  M i n i s t e r  Ca s t r o  has  r e c e n t l y  

m a d e  an o b s e r v a t i o n  tha t  has  not  r e c e i v e d  the  a t t e n t i o n  in  the  U n i t e d  S t a t e s  

tha t  i t  d e s e r v e s .  He r e p u d i a t e d  the  t e r m  " u n d e r d e v e l o p e d ,  " w h i c h  he 

c o n s i d e r s  h u m i l i a t i n g ,  and  d e c r e e d  tha t  h e n c e f o r t h  the  l o w - i n c o m e  c o u n -  

t r i e s  w i l l  be  c a l l e d  " " " " n o n - i n d u s t r i a l i z e d . "  

T h a t ' s  m o r e  s i g n i f i c a n t  than  m o s t  p e o p l e  r e a l i z e .  S o m e  of us  w e r e  

no t  happy,  b a c k  in  1948 or  t h e r e a b o u t s ,  w h e n  the  d e c i s i o n  was  m a d e  to 

d iv ide  the  w o r l d  i n to  the r i c h  and  the  poo r ,  the  h a v e s  and  the  h a v e - n o t s ,  

the  d e v e l o p e d  and  the  u n d e r d e v e l o p e d ,  and  to s e t  f o r t h  in s t r o n g  c o l o r s  

the  m i s e r y  and  wan t  0f  the  u n f o r t u n a t e  p e o p l e s  a t  the  w r o n g  e n d  of the  

GNP c u r v e .  S o m e  of us  w e r e  o ld  e n o u g h  to r e m e m b e r  tha t  b a c k  in  the  

e a r l y  1920's the  M e x i c a n  G o v e r n m e n t  e x p e l l e d  an A m e r i c a n  R e d  C r o s s  

m i s s i o n  b e c a u s e  i t  was  m a k i n g  an a p p e a l  to A m e r i c a n  g e n e r o s i t y  by  d e p i c t -  

i ng  p o v e r t y  and  s u f f e r i n g s  s o u t h  of the Rio  G r a n d e .  No one l i k e s  to be 

t o l d  tha t  t h e y  a r e  on the  w r o n g  s i d e  of  the  t r a c k s ,  a l t h o u g h  t h e y  m a y  g r i n  

and  b e a r  i t  in  o r d e r  not  to o f fend  a r i c h  u n c l e .  

Now, of  c o u r s e ,  d e v e l o p m e n t  i s  a v e r y  r e l a t i v e  m a t t e r .  I n d i c e s  

of p e r  c a p i t a  i n c o m e  a r e  u se fu l ,  but  t h e y  do not  n e c e s s a r i l y  m e a s u r e  e i t h e r  

w e l f a r e  o r  d e m o c r a c y .  T h e r e  is  p r o b a b l y  a g r e a t e r  gap b e t w e e n  Ha i t i  
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and  A r g e n t i n a  than  t h e r e  is  be tween  A r g e n t i n a  and F r a n c e  or  even the 

Uni ted  Sta tes .  

Al l  of the La t in  A m e r i c a n  c o u n t r i e s  have en joyed  p e r i o d s  of g r e a t  

p r o s p e r i t y  at  v a r i o u s  t i m e s  in the pas t .  But i n s t i t u t i o n a l  f a c t o r s  have 

been  such  that  the benef i t s  were  conf ined to a s m a l l  p r o p o r t i o n  of the 

popula t ion,  and i n c e n t i v e s  and oppor tun i t i e s  were  lack ing  to e n l i s t  the 

ful l  e c o n o m i c  c o o p e r a t i o n  of a l l  c l a s s e s  of  soc ie ty ,  wi thout  which p r o g r e s s  

i s  ha l t ing  and spot ty .  F u r t h e r m o r e ,  endemic  po l i t i c a l  i n s t a b i l i t y  has  a l l  

too often wiped out the ga ins  of m a n y  y e a r s ,  and c r i p p l e d  a l l  the f a c t o r s  

that  can  c r e a t e  s e l f - g e n e r a t i n g  and s e l f - s u s t a i n i n g  economic  growth .  

Since the 1940's the La t in  A m e r i c a n  r epub l i c s ,  with a few excep t ions ,  

have aga in  e x p e r i e n c e d  a p e r i o d  of v e r y  r a p i d  economic  growth,  one of 

the m o s t  f avo rab le  of any  a r e a  in the wor ld .  The g r e a t  boom that  is  

r e f l e c t e d  in new s k y s c r a p e r s ,  luxur ious  homes ,  public  bu i ld ings ,  and a r t  

g a l l e r i e s ,  neon l igh ts  and t r a f f i c  j ams ,  a new c rop  of m u l t i - m i l l i o n a i r e s ,  

and a r i s i n g  m i d d l e - i n c o m e  group,  has  e a s e d  off a bit; and these  na t ions  

face the 1980's with a m i x t u r e  of hopes  and f e a r s .  Can La t in  A m e r i c a  

m a i n t a i n  the fu r ious  pace  of the 1950 's?  T h e r e  is r o o m  for  some  doubt. 

Much, of cou r se ,  depends  upon wor ld  po l i t i c a l  and economic  deve l -  

opmen t s  and p a r t i c u l a r l y  the m a i n t e n a n c e  of a high l eve l  of a c t i v i t y  in the 

Uni ted  Sta tes ,  but i t  s e e m s  u n l i k e l y  that  La t in  A m e r i c a  can expect  to en joy  

the e x t r e m e l y  f avorab le  t e r m s  of t r ade  that  have p r e v a i l e d  in r e c e n t  p e r i o d s .  

Coffee has  e n t e r e d  on a cyc le  of COmpara t ive  o v e r p r o d u c t i o n .  It a l so  

a p p e a r s  un l ike ly  that  p e t r o l e u m  produc t ion  wi l l  cont inue to r i s e  at  as  
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r a p i d  a r a t e  as  i t  has  s ince  ~he p r e w a r  pe r iod .  You find p e t r o l e u m  e v e r y -  

w h e r e  these  days .  I n c r e a s i n g  domes t i c  consumpt ion  in the La t in  A m e r i c a n  

coun t r i e s ,  a s  I ment ioned ,  wil l  r e d u c e  quan t i t i e s  ava i l ab l e  for  expo r t  

in s o m e  i t e m s ,  and r i s i n g  cos t s  have a f fec ted  the compe t i t ive  pos i t ion  

of La t in  A m e r i c a n  p r o d u c e r s  in s o m e  c a s e s .  

Popu la t ion  g rowth  has  been  a t  a h ighe r  r a t e  than ga ins  in p roduc t iv i ty ,  

with the r e s u l t  that  the p e r  cap i t a  i n c r e a s e  in na t iona l  p r o d u c t  s ince  1956 

has  been cut  down to r a t h e r  m o d e s t  p r o p o r t i o n s .  

On the o the r  hand, t h e r e  a r e  a g r e a t  m a n y  f a c t o r s  v e r y  f avo rab l e  

to Lat in  A m e r i c a n  cont inued economic  g rowth .  The r i s i n g  wor ld  demand  

for  r a w  m a t e r i a l s  and foodstuffs  a f fo rd s  cont inuing m a r k e t s  fo r  m a n y  o the r  

Lat in  A m e r i c a n  c rude  m a t e r i a l s ,  and p~ss ib ly ,  as  I tve ment ioned ,  for  

an i n c r e a s i n g  amoun t  of s e m i - m a n u f a c t u r e d  or  p r o c e s s e d  a r t i c l e s ,  and 

not exc luding  s o m e  f in i shed  m a n u f a c t u r e s .  As the La t in  A m e r i c a n  coun t r i e s  

i n c r e a s e  in populat ion,  and a s  t h e i r  e c o n o m i e s  expand  and become  m o r e  

d ive r s i f i ed ,  the i n t e r n a l  m a r k e t s  a r e  a l so  tak ing  on i n c r e a s i n g  i m p o r t a n c e  

and s t i m u l a t i n g  v igo rous  g rowth  of i n d u s t r y .  They  a r e  m a k i n g  s o m e  

headway  in r e m e d y i n g  p o w e r  s h o r t a g e s ,  a l though t r a n s p o r t a t i o n  is s t i l l  

a m a j o r  p r o b l e m  in m a n y  r e g i o n s .  

The re  a r e  a l so  r e a s o n s - - a n d  t h i s  to me  is  one of the m o s t  i m p o r -  

tant  f a c t o r s - - t o  be l ieve  that  the changes  dur ing  r e c e n t  decades  have been  

i m p o r t a n t  not only quan t i t a t ive ly  but qua l i t a t i ve ly  a s  well ,  involving s o m e  

g r a s s - r o o t s  changes  in a t t i t udes  and ins t i tu t ions  tha t  m a y  have  endur ing  

v i t a l i ty .  I a m  inc l ined  to give p a r t i c u l a r  s ign i f i cance  to the d o m e s t i c a t i o n  
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of the new t echno logy  in b u r g e o n i n g  i n d u s t r i a l  c e n t e r s  and, above a l l ,  

to the g rowth  of what  e conomic  h i s t o r i a n s  ca l l  " the  s p i r i t  of b u s i n e s s  

e n t e r p r i s e "  among  a s u b s t a n t i a l  and g rowing  s e g m e n t  of e n t r e p r e n e u r s  

and i n v e s t o r s .  Tha t  i s  p a r t i c u l a r l y  s i g n i f i c a n t  in  a few c e n t e r s ,  l ike  

San P a u l o  and  Mex ico  Ci ty .  

Some of the m a n i f e s t a t i o n s  of th i s  s p i r i t  a r e  not  v e r y  a g r e e a b l e .  

The e a r l y  s t a g e s  of an i n d u s t r i a l  r e v o l u t i o n  a r e  s e l d o m  idy l l i c .  F o r  

example ,  the n a t i o n a l i s t i c  r e s t r i c t i o n s  on fo re ign  e n t e r p r i s e  r e f l e c t  not 

only an e m o t i o n a l  d r i ve  for  power  and p r e s t i g e ,  but a l so  i nd i ca t e  tha t  

La t in  A m e r i c a n s  a r e  b e c o m i n g  s u f f i c i e n t l y  i n t e r e s t e d  in p roduc t ion  to 

covet  b u s i n e s s  o p p o r t u n i t i e s  they  w e r e  f o r m e r l y  only too wi l l i ng  to l eave  

to o u t s i d e r s .  

Beh ind  th i s  n a t i o n a l i s t i c  facade ,  however ,  t h e r e  a r e  sobe r ,  s u b s t a n -  

t i a l  e l e m e n t s  tha t  r e a l i z e  tha t  La t i n  A m e r i c a  cannot  go i t  a lone  i f  i t  ex -  

pec t s  con t inued  p r o g r e s s .  And even  the p lan  for  the f r ee  t r a d e  a r e a  can  

only  touch the f r i n g e s  of the p r o b l e m .  The B r a z i l i a n  F e d e r a t i o n  of Indus -  

t r i e s ,  at  i t s  m e e t i n g  in J a n u a r y ,  conc luded  that  un t i l  B r a z i l  had gone 

m u c h  f u r t h e r  t oward  deve lop ing  and conso l ida t i ng  i t s  own economy,  the 

f r ee  t r a d e  t r e a t m e n t  shou ld  be l i m i t e d  to p r o d u c t s  a p p r o v e d  in advance  

and tha t  a r e  r e q u i r e d  to cove r  domes t i c  d e f i c i e n c i e s .  Even  a l l  the i r r i -  

t a t ions  of r e c e n t  y e a r s  about  c e r t a i n  a s p e c t s  of our  p o l i c i e s  m a y  be taken  

as  i nd i ca t i on  of the depth of the f ee l ings  of dependence  on the Uni t ed  S ta tes  

as  a m a r k e t ,  as  a s o u r c e  of c ap i t a l  and technology,  and as  a f r i e n d  in need .  

Thank you.  
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CAPT.  HUMES: Dr .  Wythe is  r e a d y  fo r  your  ques t i ons .  

QUESTION: Doctor ,  looking a bi t  in to  the future ,  looking,  say,  a t  

the y e a r  2000, when I r e a d  tha t  the La t in  A m e r i c a n s  a r e  going to have 

s o m e t h i n g  l ike 600 m i l l i o n  people,  t h r e e  t i m e s  what  they  have today, 

by which  t ime  we wi l l  have about  350 m i l l i o n  people ,  and this  b u s i n e s s  

of r i s i n g  expec t a t i ons  and economic  and s o c i a l  r evo lu t i ons ,  do you think 

t h e r e  i s  going to be enough money,  cap i ta l ,  i n t e r n a t i o n a l  loans ,  to m e e t  
them 

t h e i r  needs  and take them in the d i r ec t i on  that  we would l i k J t o  go, that  

is ,  o r i e n t e d  toward  the f r ee  world;  o r  do you th ink that  p e r h a p s  they 

a r e  going to not get  what  they  want and lean m o r e  t oward  tak ing  m o n e y  

f rom the R u s s i a n s  ? 

DR. WYTI-IE: T h a t ' s  a p r e t t y  big ques t ion ,  of c o u r s e .  These  popu- 

l a t ion  e s t i m a t e s  should  not  be t aken  as f ina l .  Of c o u r s e  we don ' t  know 

too m u c h  about  jus t  what  wil l  occu r  in the popula t ion  cu rve .  It  m a y  or  

m a y  not  dec l ine .  The r a t e  of i n c r e a s e  m a y  fa l l  off. It u s u a l l y  does at  

c e r t a i n  p e r i o d s  and u n d e r ~ e r t a i n  cond i t ions .  

Now, at  the m o m e n t  undoubted ly  the r a t e  of popula t ion  i n c r e a s e  is  

v e r y  high in m o s t  of the coun t r i e s ;  and c e r t a i n l y  for  the i m m e d i a t e  fu ture  
o v e r a l l  r a t e  of 

i t  is  going to i n c r e a s e .  While t h e i r / e c o n o m i c  g rowth  has been ve ry ,  v e r y  

high, the pe r  cap i t a  r a t e  of i n c r e a s e ,  e s p e c i a l l y  in the l a s t  few y e a r s ,  

has  been  s m a l l ,  b ecause  th is  v e r y  big popula t ion  exp los ion  has  c o n s u m e d  i t .  

Now, of cou r se ,  i f  as  t h e  new popula t ion  comes  along,  the r a t e  of 

per capita production should increase correspondingly, it would be all 

right. But, as I mentioned, the population is increasing faster than the 
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p e r  cap i t a  p roduc t i v i t y .  

So the human f a c t o r s  a r e  so t e r r i b l y  i m p o r t a n t ,  and t h a t ' s  one 

thing, in a l l  th is  e m p h a s i s  on capi ta l ,  tha t  we have tended  to ove r look .  

Undoubtedly  by pour ing  in enough capi ta l ,  you can a lways  b r i n g  about  

t e m p o r a r y  p r o s p e r i t y ,  but i t  won ' t  n e c e s s a r i l y  b r i n g  about  a bas i c  s i t ua -  

t ion in which  you can have cont inuing  and s u s t a i n e d  economic  growth.  

That  has  happened  a good m a n y  t i m e s  in the pas t  and the m o t o r  h a s n ' t  

p icked  up. 

But i t  does exp la in  s o m e  of t he i r  hopes  and f e a r s .  A c o u n t r y  l ike 

B r a z i l ,  for  example ,  they  a r e  v e r y  much  a f r a i d  that  t h e y ' l l  b e c e m e  

a n o t h e r  China,  that  they  a r e  going to have jus t  a va s t  m a s s  of v e r y  iow- 

g rade  popula t ion .  So m u c h  of the popula t ion  is at  such  a low l eve l  t ech -  

n ica l ly ,  cu l tu ra l ly ,  and e c o n o m i c a l l y  that  the ques t ion  of r a i s i n g  that  

m a s s  in a s h o r t  t ime  is  not  an e a s y  one.  

QUESTION: I be l i eve  that  the t~xecutive D i r e c t o r  of the Uni ted  

Nat ions  E c o n o m i c  M i s s i o n  to La t in  A m e r i c a  came  to the conc lus ion  that  

one of the bas i c  d e f i c i e n c i e s  in  La t in  A m e r i c a  is  in the f ie ld  of  r e s e a r c h  

f a c i l i t i e s .  Would you c a r e  to c o m m e n t  on that,  p l ea se  ? 

DR. WYTHE: WeLl, t ha t ' s  t r ue .  That  r e f l e c t s  an even  b r o a d e r  

t h i n g - - t h e  whole ques t ion  of the i m p r o v e m e n t  of t echno logy .  

As I m e n t i o n e d  he re ,  La t in  A m e r i c a n  i n d u s t r i a l i z a t i o n  so  fa r  has  

been  de r iva t ive ;  and t h a t ' s  exac t l y  what  I m e a n t .  So far  they  h a v e n ' t  had 

any  t echno logy  of t h e i r  own. They  m e r e l y  i m p o r t e d  the technology  and 

the  fo re ign  m a c h i n e s ,  o r  people .  
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Now, be fo re  La t in  A m e r i c a  can chan~e that ,  you m u s t  f i r s t  change 

a t t i tudes ,  the s c a l e  of va lues ,  and so  for th .  T h a t ' s  the r e a s o n  I s a id  I 

thought  one of the m o s t  hopeful  s igns  is  tha t  t h e r e  is  some  ind i ca t i on  of 

a change of the bas ic  s p i r i t  of e n t e r p r i s e .  But you 've  got to have a change 

of a t t i tude  and get m o r e  i m p r o v e d  t echno logy ,  i m p r o v e d  educat ion ,  and 

r e s e a r c h  as  a p a r t  of it ,  o r  e l s e  i t  wi l l  cont inue to be m e r e l y  d e r i v a t i v e .  

QUESTION; A lot of these  r e s e n t m e n t s  a g a i n s t  the Uni ted Sta tes  

that  s e e m  to ex i s t  in South A m e r i c a  today  a r e  a p p a r e n t l y  i n s p i r e d  by the 

be l i e f  that  A m e r i c a n  cap i t a l  has  exp lo i t ed  these  c o u n t r i e s .  ~ e  s t i l l  

today ~ e e m  to put g r e a t  e m p h a s i s  on the idea  that  cap i t a l  going in to  

South A m e r i c a  should  p r i m a r i l y  be cap i t a l  put in  by p r i va t e  ind iv idua l s  

with the p ro f i t  m o t i v e .  Do you th ink  w e ' r e  doing enough today  in this  

coun t ry  to coun te r  th is  fee l ing  in South A m e r i c a ,  and do you have any 

sugges t i ons  on what  we migh t  do in the fu ture  ? 

DR. WYTHE: Well ,  I ' l l  be f r ank  with you. Between o u r s e l v e s ,  

I am unor thodox  on tha t  ques t ion .  I don ' t  th ink the p r o b l e m  is  the m a n n e r  

in which the c o m p a n i e s  o p e r a t e .  L e t ' s  take the Uni ted F r u i t  Company  

in Gua tama la .  The p r o b l e m  doesn ' t  a r i s e  f r o m  the fact  that  the Uni ted 

F r u i t  Company  i s n ' t  a w e l l - o p e r a t e d  company .  Of c o u r s e  i t  i s .  And if  

i t  were  as  p e r f e c t  as  the ange ls  in heaven,  to a good m a n y  G u a t a m a l a n s  

i t  would s t i l l  be a p r o b l e m ,  jus t  s i m p l y  because  i t ' s  too big.  

The p r o b l e m  comes  f rom the growth  of the s p i r i t  of n a t i o n a l i s m ,  

which  is  be ing  expanded  by a lot  of i n t e r e s t e d  p a r t i e s ,  not  m e r e l y  the 

a s  

• C o m m u n i s t s ,  but even  ~s" much^or  p e r h a p s  m o r e  f r o m  the r igh t .  I t ' s  a 
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growing  f ee l ing  of n a t i o n a l i s m ,  which  m a k e s  them much  p r e f e r  to develop 

m o r e  s l owly  r a t h e r  than  to have too m u c h  of t h e i r  e c o n o m y  c o n t r o l l e d  by 

o u t s i d e r s .  Tha t  m a y  or  m a y  not be u n r e a s o n a b l e ,  but t h e r e ' s  no ques t ion  

of the depth of the fee l ing .  

QUESTION: 

is making to Cuba, 

aid to Cuba, of a lasting type, to help the Cuban economy? If you do, 

what do you think the policy of the United States should be toward other 

inroads by the Soviet Union of the same type of aid in Latin America? 

DR. NYTHE: That so-called loan is a complete misnomer, com- 

pletely misleading. To get an example let's go to Argentina . 

Russia ~,ave a so-called i00 million dollar loan to Argentina. 

Actually, in a sense it wasn't a loan at all. The actual credit was given 

by Argentina. Argentina shipped a lot of stuff that she couldn't find a 

market for elsewhere to Russia--flaxseed and so forth. She couldn't find 

any Russian goods she wanted to pay for it. So Argentina was really giving 

credit to the Russians. It was just a gesture; that's all. She set up this 

so-called credit of a hundred million dollars. There wasn't any credit 

involved, strictly speaking. The real credit was on the other side. So 

the Argentines finally sent a mission over to Russia to try to find some- 

thing that they could get that they could use. 

They did take a little oil. At one time they were desperately anxious 

to get non-dollar oil, because they were so short of dollars. But the 

Russian oil isn't suited to their needs. Furthermore, Russia was playing 
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canny  with them and wouldn ' t  le t  t hem have v e r y  m u c h  oi l .  They wanted  

them to take c e r t a i n  o ther  th ings .  They  did buy s o m e  R u s s i a n  s t e e l  and 

t i m b e r  and o the r  th ings .  

In Cuba i t ' s  v e r y  m u c h  the s a m e  way.  Ac tua l l y  y o u ' r e  going to 

f ind that  the c r e d i t  that  i s  being given is  not so  much  by R u s s i a  to Cuba, 

but  by Cuba to Rus s i a .  If R u s s i a  t akes  sugar ,  which she  n e e d s - - a f t e r  

al l ,  s h e ' s  been  buying l a rge  quan t i t i e s  of Cuban s u g a r  r i gh t  along, b e c a u s e  

as  R u s s i a n  s u g a r  consumpt ion  has gone up, the bee t  s u g a r  a r e a s  a r e  not  

adequa te .  They u s e d  to i m p o r t  a lot of s u g a r  f r om Java ,  and now Java  

doesn ' t  have the s u r p l u s  ava i l ab l e .  So they  have to buy i t  s o m e w h e r e .  

They ' ve  been  buying i t  for  y e a r s  f r om Cuba and paying  for  i t  in  d o l l a r s ,  

r i g h t  c a s h  on the box. Now they a r e  sugges t ing  tha t  Cuba take s o m e  Rus-  

s i an  goods,  of c o u r s e  a t  a high p r i c e .  But i t ' s  c o m p l e t e l y  mis l ead ing  to 

c a l l  i t  a c r e d i t .  I t ' s  not  a c r e d i t  in any r e a l  s ense  at  a l l .  

QUESTION: F r o m  your  long e x p e r i e n c e  in La t in  A m e r i c a ,  what  

would you s a y  would be the bes t  thing we could do, the bes t  c o u r s e  we 

could take,  to d i spe l  th is  a t m o s p h e r e  of s u s p i c i o n  and d i s t r u s t  which  they  

s e e m  to v iew when they  look at  this  " d a m n  Yankee Co los sus  of the N o r t h " ?  

DR. ~ T H E :  Well,  t h a t ' s  a v e r y  big ques t ion ,  and i t ' s  a l m o s t  

i m p o s s i b l e  to even  s t a r t  a n s w e r i n g  it, because  i t  invo lves  so m a n y  ques -  

t i ons .  I would only  s ay  tha t  i t  is  c e r t a i n l y  not  e n t i r e l y  economic ,  not  even  

p r i m a r i l y  e c o n o m i c .  

QUESTION: Sir ,  would you d i s c u s s  the r e l a t i o n s h i p  be tween  your  

off ice and you r  c o u n t e r p a r t  in  the D e p a r t m e n t  of State,  and how you divide 
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r e s p o n s i b i l i t y  and c o o r d i n a t e  p o l i c y ?  

DR. WYTHE: Of cou r se ,  each  d e p a r t m e n t  has  c e r t a i n  r e s p o n s i -  

b i l i t i e s  by law and c a r r i e s  what  you migh t  ca l l  the p r i m a r y  r e s p o n s i b i l i t y .  

The State D e p a r t m e n t  has  the p r i m a r y  r e s p o n s i b i l i t y  in the f o r m u l a t i o n  

and conduct  of fo re ign  a f f a i r s .  

Actua l ly ,  m o s t  d e c i s i o n s  in th is  G o v e r n m e n t  a r e  made  by c o m m i t t e e s  

at  a c e r t a i n  l eve l .  Of cou r s e ,  i f  t h e y ' r e  i m p o r t a n t  enough,  they  f ina l ly  

go up to the White House for  f ina l  dec i s ion .  If not, t h e y ' r e  dec ided  s o m e -  

where  a long the l ine by a g r e e m e n t  be tween  d e p a r t m e n t  heads .  So on the 

o v e r a l l  po l i cy  i t ' s  a ques t ion  of jus t  a g r adua l  t h r a s h i n g  out of these  ques -  

t ions .  

Of cour se ,  in a l l  po l i cy  m a t t e r s  a g r e a t  m a n y  of the p r i n c i p a l  dec i s -  

ions a r e  made  in a p a r t i c u l a r  ca se  under  the c l e a r  n e c e s s i t y  of the m o m e n t ,  

and you s o r t  of b r i ng  your  r a t i o n a l i z a t i o n  in l ine with i t  a t  some  subsequen t  

date .  

QUESTION: Doc tor ,  i f  the s i tua t ion  in Cuba d e t e r i o r a t e s  to the 

poin t  where  we fee l  that  s o m e t h i n g  m u s t  be done about  it ,  could we by 

e c o n o m i c  m e a n s  a lone  e i t h e r  cause  the p r e s e n t  g o v e r n m e n t  t h e r e  to a l t e r  

i t s  a t t i tude  or  cause  i t  to f a l l ?  Do we have that  m u c h  power  e c o n o m i c a l l y ?  

DR. WYTHE: T h a t ' s  specu l a t i ve .  I t ' s  t h e o r e t i c a l l y  pos s ib l e .  Of 

cou r se ,  suga r  is  such  an i m p o r t a n t  p a r t  of t h e i r  e conomy.  They  a r e  a l so  

dependent  on the U.S .  m a r k e t  for  c e r t a i n  o the r  th ings .  And, of cou r se ,  

t hey  a r e  dependent  on E u r o p e a n  m a r k e t s  for  m o s t  of the r e s t .  R u s s i a  can 

only take a l i m i t e d  amoun t  of tha t .  We can g r e a t l y  e x a g g e r a t e  wha t ' s  going 
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to happen  in  tha t  r e s p e c t .  

On the o the r  hand, t h e o r e t i c a l l y  i f  y o u ' r e  p r e p a r e d  to fol low a r e a l l y  

tough pol icy ,  t h e r e ' s  no ques t ion  tha t  you could p o s s i b l y  hold fo r th  m e r e l y  

wi th  economic  s a n c t i o n s .  T h a t ' s  awfu l ly  d i f f icul t  to c a r r y  out, though.  

And, f u r t h e r m o r e ,  you can ' t  be a hundred  p e r c e n t  s u r e °  as  you know. 

Take Mexico .  Mexico  s w e a t e d  i t  out in  sp i t e  of e v e r y t h i n g .  You c a n ' t  

be s u r e  about  those  t h ings .  T h e r e ' s  a l w a y s  one d i f f icu l ty .  The d e c i s i o n s  

a r e  so d i f f icu l t .  ~Ve have put p u r s e l v e s  on the defens ive ,  so to speak ,  

e v e r y w h e r e ,  and in m y  opinion s o m e w h a t  u n n e c e s s a r i l y ,  not on ly  in La t in  

A m e r i c a  but  e l s e w h e r e .  But the fac t  is ,  we a r e .  

Now, i f  we help  and th ings  go well ,  we don ' t  ge t  the c r ed i t .  But 

i f  th ings  go wrong,  we get  the b l a m e .  T h a t ' s  t rue  in Cuba and e l s e w h e r e .  

So a l so  i t ' s  v e r y  d i f f icu l t  s o m e t i m e s  to do s o m e t h i n g  in  a count ry ,  with 

the b e s t  of m o t i v e s ,  wi thout  a c t u a l l y  s t r e n g t h e n i n g ,  in  o the r  words ,  t end ing  

to be c o u n t e r - p r o d u c t i v e ,  s t r e n g t h e n i n g  the v e r y  f o r c e s  you a r e  t r y i n g  to 

weaken.  

A r g e n t i n a  i s  a good e x a m p l e  of tha t .  C e r t a i n  s t e p s  w e r e  taken  to 

t r y  to weaken  P e r o n .  I don ' t  th ink  t h e r e ' s  any  doubt in  m y  m i n d  that  the 

e f fec t  of t hem was  to s t r e n g t h e n  P e r o n  and keep h im in power  as  long as  

he was .  

I don ' t  know. That  Cuban th ing i s  an e x t r e m e l y  d i f f icul t  p r o b l e m .  

T h e r e  aga in  i t ' s  j u s t  to big  to t r y  to s t a r t  g u e s s i n g .  

QUESTION: We have h e a r d  a lot of t a lk  about  the Cuban p r o p o s i t i o n  

of t ak ing  over  U . S .  f i r m s  t he r e ,  and c o m p l a i n t s  tha t  the U . S .  i s  not 
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n a ~ n g  the  p r o p e r  ac t ion .  This  has  a l so  o c c u r r e d  in  o ther  c o u n t r i e s  of 
ies  

La t in  A m e r i c a .  I am th ink ing  of the power  c o m p a n /  in the Rio Grande  

del  Sul a r e a .  T h e r e  a r e  r u m b l i n g s  about  a h o r i z o n t a l  power  co mpany .  

This  f r i gh tens  A m e r i c a n  c a p i t a l i s t s  f r om going in t he re  and deve lop ing  

the i n d u s t r y .  

Now, t h e r e  m u s t  be some  o the r  s ide of the ques t ion  as  to why the 

U.S .  has not  t aken  s t r o n g e r  ac t ion ,  made  s t r o n g e r  r e p r e s e n t a t i o n s  to 

these  g o v e r n m e n t s .  L e t ' s  take Cuba out of the p ic tu re ,  i f  we may ,  and 

would you c a r e  to c o m m e n t  on the pos i t i on  of the U .S .  as  to not  mak ing  

s t r o n g e r  r e p r e s e n t a t i o n s  in o r d e r  that  cap i t a l  m i g h t  flow into these  coun-  

t r i e s  to develop t h e i r  i n d u s t r i e s  t he r e  ? 

DR. WYTHE: Well ,  what  would you sugges t  doing?  

QUESTION: I am ask ing  tha t  of you,  s i r .  

DR. WYTHE: T h a t ' s  a n o t h e r  tough ques t ion .  Of cou r se ,  unt i l ,  

say ,  back in th is  golden e r a  in  the e a r l y  days,  both  f o r e i g n e r s  and fo re ign  

cap i t a l  we re  v e r y  much  w e l c o m e d  and occupied,  

i l eged  pos i t ion .  Now, for  b e t t e r  o r  for  worse ,  

you 've  got r a m p a n t  n a t i o n a l i s m .  

of cour se ,  a v e r y  p r i v -  

th roughout  the wor ld  

Now, they  s t i l l  want  the fo re ign  cap i t a l  in c e r t a i n  th ings .  But the 

pos i t i on  in c e r t a i n  th ings  tha t  a r e  touched  with public  i n t e r e s t ,  l ike p e t r o l -  

eum and the u t i l i t i e s  and ba s i c  o the r  i n d u s t r i e s ,  l ike i~ron and s t ee l ,  has 

become  i n c r e a s i n g l y  di f f icul t .  My own fee l ing  is tha t  i t ' s  going to get  

wor se  be fo re  i t ' s  going to get b e t t e r .  

QUESTION: /k r e c e n t  s p e a k e r  h igh l igh ted  B r a z i l  as  i n h e r e n t l y  i n c r e d -  

31 



. . . . . .  i . . . . . . . . . . . . . . . . . . . .  

e q u a l i n g  o r  
i b ly  w e a l t h y .  He e v e n  c o m p a r e d  i t  a s  p o t e n t i a l l y / c o m p e t i n g  wi th  the  

USSR or  the  U . S .  in  the  d i s t a n t  f u t u r e .  Can you c o n f i r m  or  d i s c r e d i t  

t h i s  v i e w ?  

DR.  WYTHE:  T h i s  q u e s t i o n  of n a t u r a l  r e s o u r c e s  i s  a c o m p l i c a t e d  

one .  I d o n ' t  know w h e t h e r  y o u ' v e  r e a d  P r o f e s s o r  Z i m m e r m a n ' s  f a m o u s  

d e f i n i t i o n  of a r e s o u r c e .  My own is  s l i g h t l y  d i f f e r e n t ,  a l t h o u g h  b a s i c a l l y  

the s a m e  i d e a .  A r e s o u r c e  i s  no t  a p h y s i c a l  th ing .  I t ' s  a func t ion  tha t  

d e p e n d s  upon f a sh ion ,  t e c h n o l o g y ,  and  the  p a r t i c u l a r  i d e a s  of  the t i m e .  

Now, wha t  was  the  m a j o r  r e s o u r c e  of B r a z i l  in  the b e g i n n i n g ,  h e r  

dye i n d u s t r y ,  i s  no  l o n g e r  m u c h  of a r e s o u r c e .  Qu i t e  a n u m b e r  of the  p r i n c i p a l  

L a t i n  A m e r i c a n  c o u n t r i e s  a t  one t i m e  had  d y e s t u f f s  a s  t h e i r  p r i n c i p a l  e x -  

p o r t s .  But  a n a l i n e  dye has  w i p e d  tha t  out.  

On the  o t h e r  hand,  s o m e  y e a r s  ago  a f a r m e r  on the  i s l a n d  of J a m a i c a  

c o u l d n ' t  ge t  a n y t h i n g  to g r o w  and  he s e n t  a s a m p l e  of  h i s  s o i l  to the  e x p e r i -  

m e n t  s t a t i o n  and  sa id ,  " W h a t ' s  the  m a t t e r  wi th  m y  s o i l ? "  T h e y  s e n t  i t  

back  and  sa id ,  "Wel l ,  the m a i n  r e a s o n  i s  tha t  i t ' s  p u r e  b a u x i t e . "  And, 

of c o u r s e ,  s i n c e  then  t h e y  have  d e v e l o p e d  th i s  t r e m e n d o u s  a l u m i n u m  

i n d u s t r y .  

Now, r e s o u r c e s  a r e  v e r y  t o u c h y  t h i n g s .  B r a z i l  has ,  of c o u r s e ,  a 

g r e a t  m a n y  r e s o u r c e s .  It a l s o  has  i t s  d i s a d v a n t a g e s ,  Aga in ,  a r e s o u r c e  

i s  a r e s o u r c e  on ly  p r o v i d e d  i t  can  be  d e v e l o p e d  to m e e t  a c o m m e r c i a l  n e e d  

at  r e a s o n a b l e  c o s t .  

B r a z i l  ha s  a lo t  of  d e f i c i e n c i e s  as  w e l l .  A l a r g e  p a r t  of B r a z i l ' s  

t e r r i t o r y  is  in  the  t r o p i c  zone ,  wi th  v e r y  low n u t r i m e n t  in the  s o i l .  And,  
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w h i l e  i t  has  r e s o u r c e s - - t h e y  m a y  e v e n t u a l l y  f ind  p e t r o l e u m  and  t h e y  

have  found o t h e r  m i n e r a l s ,  l i ke  the  B e t h l e h e m  d e v e l o p i n g  t h e i r  b ig  m a n -  

g a n e s e  d e p o s i t s  at  La  P a z ,  and  t h e y  wi l l  d o u b t l e s s  f ind o t h e r s - - s t i l l  i t ' s  

a l o w - l e v e l  s i t u a t i o n  and  p r o b a b l y  wi l l  c o n t i n u e  to be,  b e c a u s e  i t  wou ld  

t ake  an e n o r m o u s  e x p e n d i t u r e  in  o r d e r  to m a k e  i t  h a b i t a b l e  fo r  a t  l e a s t  

E u r o p e a n  type p e o p l e .  Of c o u r s e ,  i f  t h e y  o p e n e d  i t  up to C h i n e s e ,  t h e y ' d  

f i l l  i t  up in  a h u r r y .  

QUESTION:  D u r i n g  y o u r  p r e s e n t a t i o n  you s p o k e  of the  l ack  of 

c a p i t a l  goods  and  a l s o  the  r e s e a r c h  p r o b l e m  in  b e i n g  ab le  to ge t  t h e m  off  

the  g r o u n d  down t h e r e .  Is  i t  p o s s i b l e  tha t  we can  a s s i s t  t h e m  m o r e  in  

th i s  c a p i t a l  goods  a r e a  by  t r a i n i n g  m o r e  of t h e i r  p e o p l e  h e r e  in  the  U n i t e d  

S t a t e s  and  l e t  t h e m  ge t  s t a r t e d  so  t h e y  wi l l  be m o r e  s e l f - s u f f i c i e n t ?  

DR. WYTHE:  On t h o s e  p a r t i c u l a r  t h ings  of c o u r s e  we a r e  do ing  

an e n o r m o u s  a m o u n t  in  t r a i n i n g .  Y o u ' v e  got  s o m e  d i f f i cu l t  p r a c t i c a l  

p r o b l e m s .  

QUESTION:  M a n y  of ou r  f o r e i g n  p o l i c i e s ,  e c o n o m i c  p o l i c i e s ,  a r o u n d  

the  w o r l d  s e e m  to be qu i te  c o n t r a d i c t o r y .  I a m  t h i n k i n g  p a r t i c u l a r l y  of 

the P r e s i d e n t ' s  r e c e n t  r e m a r k s  to South  A m e r i c a .  tha t  he was  not  go ing  

to s u p p o r t  any  South A m e r i c a n  d i c t a t o r s ;  and  ye t  we have  s o m e  v e r y  e x t r e m e  

d i c t a t o r s  a r o u n d  the w o r l d  l i n e d  up in  our  c a m p  h e r e  as  ou r  a l l i e s  o r  p e o p l e  

tha t  w e ' r e  a s s i s t i n g .  T h i s  b r i n g s  m e  to the po in t  tha t  i f  you have  a p r o g r a m  

of u n s e a t i n g  d i c t a t o r s  and  you don ' t  have  a p r o g r a m  of m o v i n g  in to he lp  

r e p l a c e  the  d i c t a t o r  and  the  f o r m  of g o v e r n m e n t  tha t  i s  go ing  to t ake  o v e r ,  

the  C o m m u n i s t s  c e r t a i n l y  do have ;  and  wi th  the fa l l  of  the  d i c t a t o r  you can  
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a l m o s t  be  c e r t a i n  tha t  t hey  wi l l  m o v e  in .  T h i s  g e t s  m e  to the q u e s t i o n  

tha t  I want  to a s k  you, and  tha t  i s  t h i s :  In the  D o m i n i c a n  R e p u b l i c  I u n d e r -  

s t a n d  tha t  r e c e n t l y  t h e y  have  o f f e r e d  to vo te  for  us  in the U n i t e d  N a t i o n s  

in  r e t u r n  fo r  s o m e  a id  u n d e r  P u b l i c  Law 480, and  that  we d e c l i n e d .  Could  

you t e l l  us  the b a c k g r o u n d  of t h a t ?  

DR. WYTHE:  I d o n ' t  t h ink  tha t  for  c e r t a i n  I know the  a n s w e r .  But  

I t h ink  the  a n s w e r  i s  the  s a m e  as  i t  i s  in  m o s t  of t h e s e  c a s e s .  I t ' s  s h e e r  

pub l i c  p r e s s u r e s .  A f t e r  a l l ,  i t  is  a d e m o c r a c y ,  and,  in  the  l a s t  a n a l y s i s ,  

wha t  d e t e r m i n e s  p o l i c y  i s  pub l ic  p r e s s u r e s ,  r i g h t l y  or  w r o n g l y .  I ' m  s u r e  

t h a t ' s  wha t  d e t e r m i n e s  a lot  of t h o s e  t h i n g s .  

Wel l ,  y o u ' r e  g e t t i n g  out  of m y  f ie ld ,  and  I ' l l  l e a v e  tha t  by  m e r e l y  

s a y i n g  tha t  I a m  not  one of t h o s e  who b e l i e v e  the  L a t i n  A m e r i c a n  c o u n t r i e s  

a r e  n e c e s s a r i l y  go ing  to e v o l v e  in to  d e m o c r a c i e s  of the  s a m e  type tha t  we 

h a v e .  T h e r e ' s  no r e a s o n  why  t h e y  shou ld ,  a s  f a r  a s  I can  s e e ,  any  m o r e  

than  R u s s i a  i s  go ing  to e v o l v e  in to  one of ou r  type .  

Now, the  La t in  A m e r i c a n s  a r e  v e r y  d e m o c r a t i c  in  m a n y  ways ,  in  

s o m e  ways  m a y b e  m o r e  than  we,  but  not  n e c e s s a r i l y  the  s a m e  type .  A f t e r  

a l l ,  t hey  have  t h e i r  own i d e o l o g i c a l  and  h i s t o r i c a l  h e r i t a g e  f r o m  Spain and  

o t h e r  p l a c e s .  I th ink,  i f  you s t u d y  the  h i s t o r y  of Spain,  you wi l l  l e a r n  a 

l i t t l e  b i t  m o r e  abou t  the  way  t h e s e  L a t i n  A m e r i c a n s  a r e  go ing  to e v o l v e  

p o l i t i c a l l y .  T h a t ' s  c e r t a i n l y  no c r i t i c i s m .  My own t h e o r y  i s  tha t  t h e r e  i s  

no r e a s o n  to a s s u m e  tha t  o t h e r  c o u n t r i e s  a r e  go ing  to n e c e s s a r i l y  fo l low 

our  w a y  of do ing  t h i n g s .  VCe do a s s u m e  i t  a l l  too of ten,  I th ink,  and  t h a t ' s  

one  of the  r e a s o n s  why we ge t  in to  t r o u b l e .  
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C A P T .  EUMES:  Dr .  Wythe ,  we a p p r e c i a t e  y o u r  t a k i n g  t i m e  f r o m  

a b u s y  s c h e d u l e  to be wi th  us  today .  On b e h a l f  of the e n t i r e  C o l l e g e ,  

t hank  you v e r y  m u c h .  

35 


