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THE A L L I A N C E  FOR PROGRESS AND THE 
L A T I N  A M E R I C A N  F R E E  TRADE AREA 

11 A p r i l  1963 

GENERAL STOUGHTON: Gentlemen: Thus far our studies in 
the international field have been limited primarily to the U.S. views 
of the major world areas. I am sure you will find it refreshing this 
morning to hear the views of a good neighbor from the South as he 
tells us from his personal experiences about his views of his part of 
America, with particular reference to the Alliance for Progress 
and the Latin American Free Trade Area. 

As you have noted from his biography, he is a distinguished 
diplomat and an economist, and has only recently been the Minister 
of Economy from his country, Argentina. 

It i s  m y  g r e a t  p l e a s u r e  to w e l c o m e  to the I n d u s t r i a l  C o l l e g e  
and to p r e s e n t  to the  C l a s s  of 1963 His  E x c e l l e n c y ,  the A m b a s s a d o r  
to the  Un i t ed  S ta te s  of A m e r i c a  f r o m  the R e p u b l i c  of A r g e n t i n a ,  Dr .  
R o b e r t o  T.  A l e m a n n .  

D r .  A l e m a n n .  

AMBASSADOR ALEMANN: Gentlemen: I would like first to 
apologize for my rather poor English, but notwithstanding that fact 
I prefer to speak freely, because I think it will be easier for you to 
follow my thoughts, instead of reading, as I am a very poor reader 
indeed. 

I wou ld  v e r y  m u c h  I ike to g ive  you  s o m e  i d e a s  and i m p r e s s i o n s  
of two v e r y  i n t e r r e l a t e d  s u b j e c t s .  One i s  the  L a t i n  A m e r i c a n  F r e e  
T r a d e  A r e a ,  and the  o t h e r  i s  the  A l l i a n c e  fo r  P r o g r e s s .  I have  
b e e n  i n v o l v e d  in the two,  a c t u a l l y ,  in  the m a k i n g  of bo th  of t h e m ,  
and  I would  l ike  to give you  s o r t  of the i m p r e s s i o n s  of why t h e y  
w e r e  m a d e ,  how t h e y  a r e  go ing  a long ,  wha t  i s  the  s t a n d i n g  now,  and 
wha t  we e x p e c t  in  the f u t u r e ,  i n s t e a d  of a s c h o l a r l y  l e c t u r e  of f a c t s  
and f i g u r e s ,  w h i c h  I t h ink  tha t  t h o s e  of you who a r e  m o r e  i n t e r e s t e d  
can  r e a d  in  b o o k s  and a r t i c l e s  w h i c h  a r e  b e t t e r  s t ud i ed  and w r i t t e n  
than  I c a n  do for  you .  

1 
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I t h ink  to s t a r t  w i th  we have  to go b a c k  to 1958, when  bo th  of 

t h e s e  m a t t e r s  d e v e l o p e d .  In t h o s e  days  t h e r e  w a s  a c h a n g e  going  
on in  the m o o d  of bo th  s i d e s  of the A m e r i c a s ,  the Uni t ed  S t a t e s  and 
L a t i n  A m e r i c a .  We had got  r i d  of o u r  d i c t a t o r s ,  w h i c h  was  the  p o l i t -  
i c a l  s t a r t i n g  point  in o u r  c o u n t r y  and in m a n y  o t h e r  South A m e r i c a n  
c o u n t r i e s ,  and then  in c e r t a i n  C a r i b b e a n  c o u n t r i e s .  We e s t a b l i s h e d  
s y s t e m s  of p o l i t i c a l  d e m o c r a c i e s ,  s o m e h o w  s i m i l a r  to y o u r s  but  not  
e x a c t l y  a l i k e .  We have  d i f f e r e n t  a p p r o a c h e s  to t h e s e  p r o b l e m s .  But  
b a s i c a l l y  we th ink  tha t  the people  should  vo te  p e r i o d i c a l l y ,  and we 
c o m p l e m e n t  t h i s  wi th  a f a i r  a m o u n t  of f r e e d o m  f o r  the  s ing le  c i t i z e n .  

T h e s e  two i t e m s  s t a r t e d  to be  p r e s e n t  a l l  a r o u n d  the  h e m i s p h e r e .  
I t  i s  not  a l w a y s  v e r y  n o r m a l .  It goes  s o m e t i m e s  a l i t t l e  shaky .  But  
s t i l l  i t  i s  t h e r e .  Then  we s t a r t e d  a l s o  to w o r k  t o g e t h e r  in c e r t a i n  
a r e a s ,  w h i c h  we h a d n ' t  done  b e f o r e .  F o r  150 y e a r s  we have  fe l t ,  
b e i n g  of a c o m m o n  o r i g i n  and hav ing  the s a m e  l anguage  o r  two l a n -  
g u a g e s  v e r y  m u c h  a l i k e ,  Span i sh  and P o r t u g u e s e ,  tha t  we w e r e  
f r i e n d s  and n e i g h b o r s ,  but  we n e v e r  w o r k e d  t o g e t h e r  m o r e  t han  in  
the  p u r e l y  p o l i t i c a l  f i e ld ,  l ike  f o r m i n g  the P a n - A m e r i c a n  Union o r  
the  OAS, and s o m e t i m e s  in the  c u l t u r a l  f i e ld  and s o m e t i m e s  in 
s o l e l y  j u r i d i c a l  m a t t e r s ,  l ike  t r e a t i e s ,  e x t r a d i t i o n ,  a s y l u m ,  and 
t h i n g s  l ike  tha t .  We n e v e r  had w o r k e d  r e a l l y  t o g e t h e r  in e c o n o m i c  
m a t t e r s  o r  s o c i a l  m a t t e r s .  

Th i s  s t a r t e d  in m i d - 1 9 5 8 .  I r e m e m b e r  tha t  the A r g e n t i n e  
P r e s i d e n t  F r o n d i z i  r e c e n t l y  e l e c t e d  t hen  m a d e  a t o u r  t h r o u g h  n e i g h -  
b o r i n g  c o u n t r i e s  and a d v a n c e d  s o m e  new i d e a s  of c o o p e r a t i o n ,  v e r y  
g e n e r a l ,  i n d e e d .  T h e n  P r e s i d e n t  K u b i t s c h e k  of B r a z i l  a d v a n c e d  
the  i d e a  of the s o - c a l l e d  O p e r a t i o n  P a n - A m e r i c a  in a l e t t e r  he 
a d d r e s s e d ,  in Ju ly  of 1958, to P r e s i d e n t  E i s e n h o w e r .  T h e n  a m o n t h  
l a t e r ,  in  Augus t ,  the  Uni t ed  S ta t e s  d e c l a r e d  tha t  she w a s  p r e p a r e d  
to go a long  wi th  the  L a t i n  A m e r i c a n  c o u n t r i e s  in e s t a b l i s h i n g  an 
I n t e r - A m e r i c a n  Bank,  w h i c h  we had c h e r i s h e d  fo r  m a n y ,  m a n y  
y e a r s .  

Tha t  w a s  the  s t a r t i n g  point  f o r  t h e s e  d e v e l o p m e n t s .  A l so  in 
Augus t  we had o u r  f i r s t  i n f o r m a l  m e e t i n g  of p o l i c y - m a k e r s  in  the  
t r a d e  po l i cy  f i e ld  f r o m  A r g e n t i n a ,  U r u g u a y ,  Ch i l e ,  and B r a z i l  in  
San t i ago ,  Ch i l e ,  w h e r e  the  E c o n o m i c  O r g a n i z a t i o n  fo r  L a t i n  A m e r i c a  
of the  Un i t ed  Na t i ons  (ECLA)  has  i t s  h e a d q u a r t e r s .  The  E C L A  
S e c r e t a r i a t  i n v i t e d  the fou r  g o v e r n m e n t s  to look at  wha t  shou ld  be 
done  in t e r m s  of t r a d e  b e t w e e n  ou r  c o u n t r i e s .  We a r e  the m a i n  
t r a d i n g  p a r t n e r s  in L a t i n  A m e r i c a .  The f i r s t  c o n f e r e n c e  w a s  he ld  
t h e r e  and a p r o p o s a l  was  a d v a n c e d  tha t  we should  t r y  to s ee  how to 
f o r m  a f r e e  t r a d i n g  a r e a  a m o n g  t h o s e  c o u n t r i e s .  
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To put you  in p e r s p e c t i v e ,  the F r e e  T r a d e  A r e a  is  v e r y  s i m p l e  

to def ine  bu t  v e r y  d i f f i cu l t  to  e s t a b l i s h .  When i t  i s  c o m p l e t e d  i t  i s  
an  a r e a  w h e r e  t h e r e  i s  a c o m p l e t e ,  f r e e ,  f low of goods  a m o n g  the  
c o u n t r i e s ,  bu t  e a c h  one r e t a i n s  i t s  p o w e r  to have  i t s  own t a r i f f s  
t o w a r d  t h i r d  c c u n t r i e s ,  as  opposed  t o  a c u s t o m s  union ,  w h e r e  you  
have  the s a m e  f r e e  f low of funds  bu t  one s ing le  t a r i f f  w i th  t h i r d  
c o u n t r i e s .  T h i s  i s  the  b a s i c  d i f f e r e n c e .  T h e r e  a r e  c e r t a i n  o t h e r s  
w h i c h  t h o s e  of you  who a r e  i n t e r e s t e d  can  look into in  books .  

At the  s a m e  t i m e  in the  Uni ted  S t a t e s  t h e r e  was  a chang ing  
m o o d ,  v e r y  s l owly .  You had h e l p e d  the  W e s t e r n  E u r o p e a n s  t h r o u g h  
the  M a r s h a l l  p lan  a f t e r  the  w a r ,  you w e r e  engaged  h e a v i l y  in  F a r  
E a s t  A s i a ,  you  had had the  T r u m a n  D o c t r i n e  of C o n t a i n m e n t  in 
G r e e c e ,  T u r k e y ,  and the N e a r  E a s t .  A f r i c a  in  t h o s e  d a y s  was  no 
p r o b l e m  y e t ,  and abou t  L a t i n  A m e r i c a  the  p r e v a i l i n g  d o c t r i n e  had 
b e e n ,  "She could  t ake  c a r e  of h e r s e l f  and p r i v a t e  i n v e s t m e n t  would  
do the  r e s t . "  But  you  d i d n ' t  f e e l  tha t  a s u b s t a n t i a l  e f f o r t  shou ld  be  
m a d e  in  t e r m s  of d e v e l o p m e n t ,  e s t a b l i s h m e n t  of i n d u s t r i e s ,  he lp ing  
in  t e c h n i c a l  f i e l d s ,  o r  w h a t e v e r  it  w a s .  

A c e r t a i n  s o r t  of r e s e n t m e n t  w a s  bu i l t  up in our  c o u n t r i e s  t h a t  
you  m a y  have  h e a r d  about .  We a l so  s t a r t e d  to f e e l  the d i f f i c u l t i e s  
e m e r g i n g  out  of the  new t r e n d s  in  i n t e r n a t i o n a l  t r a d e .  We had b e e n  
b u y i n g  y o u r  goods  and the E u r o p e a n s '  g e n e r a l l y  at  i n c r e a s i n g  p r i c e s ,  
w h i c h  r e s u l t e d  f r o m  y o u r  t r a d e  un ions  b e i n g  ab le  to push  to h i g h e r  
c o s t s  and y o u r  m a n a g e r s  a l s o  b e i n g  able  to a d m i n i s t e r  t h e s e  h i g h e r  
c o s t s  in to  h i g h e r  p r i c e s .  F o r  us  i t  was  a m a t t e r  of t ake  i t  o r  l e a v e  
i t ,  b e c a u s e  the  E u r o p e a n s  did the s a m e ,  and the c o m p e t i t i o n  was  
a l w a y s  a t  h i g h e r  p r i c e s .  

On the  o t h e r  s ide ,  in the  m i d - f i f t i e s  o r  the e a r l y  f i f t i e s ,  o u r  
e x p o r t  p r o d u c t s ,  w h i c h  w e r e  m a i n l y  r a w  m a t e r i a l s - - f o o d s t u f f s ,  
co f fee ,  w h e a t ,  m e a t ,  wool ,  h i d e s ,  m i n e r a l s ,  l ike  c o p p e r ,  l e ad ,  
z inc ,  and so on, and o t h e r  r a w  m a t e r i a l s ,  l ike  co t ton ,  wood,  and 
so o n - - s t a r t e d  to lo se  v a l u e .  The  p r i c e s  w e r e  s t a b i l i z e d  o r  wen t  a 
l i t t l e  down.  So we s u f f e r e d  the  r e v e r s e  t r e n d  of the t e r m s  of t r a d e ,  
e v e r  s i n c e  a f t e r  the  K o r e a n  w a r ,  f r o m  1951 and 1952 on. 

In 1958 th i s  m o v e m e n t  was  s t i l l  a d v a n c i n g ,  and we had p r o b -  
l e m s  in b a l a n c e - o f - p a y m e n t s .  We fe l t  t ha t  s o m e t h i n g  shou ld  be  done 
in  t e r m s  of bo th  d e v e l o p m e n t  and  b e t t e r  t e r m s  of t r a d e .  A l so ,  
wha t  you  know v e r y  w e l l  a s  a popu la t ion  e x p l o s i o n  w a s  p r e t t y  w e l l  
u n d e r  way  in ou r  c o u n t r i e s .  As  a c o n s e q u e n c e ,  m a i n l y ,  of i m -  
p r o v e d  l iv ing  c o n d i t i o n s  in  m o s t  of the  c o u n t r i e s ,  and of b e t t e r  
h e a l t h  t e c h n i q u e s ,  the m o r t a l i t y  r a t e  wen t  s h a r p l y  down and the 
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birth rate maintained a normal level, the result being increases of 
3.5, 4, and 4.5 percent per annum, very, very high in some of the 
Latin American countries. They are actually the highest in the 
world--not all of them. 

The  Second  W o r l d  W a r  had a l so  c h a n g e d  the  p a t t e r n  of m o s t  of 
o u r  e c o n o m i e s .  I n d u s t r y  was  c o m i n g  in, new m i d d l e  c l a s s e s  
e m e r g e d ,  and m a n y  peop l e  w a n t e d  to have  th ings  tha t  t h e y  d idn ' t  
know about  b e f o r e ,  so a c h a n g e  was  d e v e l o p i n g  e v e r  s i n c e  the  
1940 ' s .  In the m i d - f i f t i e s  it was  h e a d i n g  t o w a r d  a c r i s e s .  C a s t r o  
s t i l l  was  in the S i e r r a  M a e s t r a ,  w h i c h  is v e r y  i m p o r t a n t  to r e m e m -  
b e r ,  f o r  t h o s e  who th ink  that  e v e r y t h i n g  that  has  b e e n  done  in the  
m e a n t i m e  is  due to C a s t r o .  I don ' t  t h i n k  so .  

Wel l ,  u n d e r  t h e s e  c i r c u m s t a n c e s  we s t a r t e d  to w o r k  wi th  the  
I n t e r - A m e r i c a n  Bank,  and e a r l y  in 1959 the  c h a r t e r  w a s  a g r e e d  
upon.  B y  1960 it was  r e a d y  fo r  o p e r a t i o n  and was  r a t i f i e d  by the 
20 c o u n t r i e s ,  excep t  Cuba,  and e v e r  s i n c e  it has  b e e n  an  e x t r e m e l y  
s u c c e s s f u l ,  go ing  c o n c e r n .  We had the  O p e r a t i o n  P a n - A m e r i c a  
as  a d i p l o m a t i c  m o v e m e n t  wh ich  c r e a t e d  a c o m m o n  f e e l i n g  in m o s t  
of o u r  c o u n t r i e s ,  and e s p e c i a l l y  in the pub l ic  op in ion  of the Un i t ed  
S t a t e s ,  and it c u l m i n a t e d  in S e p t e m b e r  1960 wi th  the  Act  of Bogo ta .  
F o r  the  f i r s t  t i m e  the  Un i t ed  S ta te s  c o m m i t t e d  a c e r t a i n  a m o u n t  of 
m o n e y  to he lp  us out in s o c i a l  e n d e a v o r s - - h o u s e s ,  hea l th ,  e d u c a -  
t ion ,  w a t e r - - w h i c h  is v e r y  i m p o r t a n t  in L a t i n  A m e r i c a  both  f o r  
i r r i g a t i o n  and fo r  c i t i e s - - c e r t a i n  l and  r e f o r m s ,  tax r e f o r m s ,  t a x e s ,  
and  o t h e r  t h i n g s .  Th i s  was  a c t u a l l y  a p r e v i e w  of the  ALl iance .  

T h e n  in 1961 we had  the  A l l i a n c e  fo r  P r o g r e s s ,  w h i c h  put a l l  
t h e s e  t o g e t h e r  into one go ing  p r o g r a m .  We a c c e p t e d  tha t  in 1961 
in Augus t  in P u n t a  del  E s t e .  

At the same time the four countries in the South--Argentina, 
Chile, Uruguay, and Brazil--which are the main trading partners 
of all Latin America, met again in April 1959 in Santiago del Chile 
for the second time to see what should be done. We had certain 
technical problems. Many of our countries were in the process of 
c h a n g i n g  t h e i r  s y s t e m s  of i m p o r t a t i o n ,  e x p o r t a t i o n ,  and e x c h a n g e  
r e g u l a t i o n s .  We in ou r  c o u n t r y  had  jus t  sh i f t ed  f r o m  an e x c h a n g e  
c o n t r o l  to a f r e e  e c o n o m y .  E v e r  s i n c e  o u r  p e s o  is  f r e e  f loa t ing ,  
and  you  can  c o m e  in and out wi th  d o l l a r s  and any  o t h e r  c u r r e n c y  
as  m a n y  t i m e s  as  you  l ike  today .  

O t h e r  c o u n t r i e s ,  l ike  B r a z i l ,  f o r  i n s t a n c e ,  had c h a n g e d  in 
t h o s e  days  t h e i r  e x t e r n a l  t a r i f f s .  With the  new t a r i f f  s y s t e m  they  
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b a r g a i n e d  w i t h  e v e r y b o d y  e l s e  in  G A T T ,  a n d  h a d ,  o f  c o u r s e ,  to  
a d a p t  t h e i r  s y s t e m s  to  u s .  T h e  s a m e  w a s  t h e  c a s e  i n  C h i l e ,  a n d  
U r u g u a y  w a s  t h e  l a t e - c o m e r ,  a n d  w a s  p r e p a r i n g  t h e s e  r e f o r m s  a n d  
h a s  e x e c u t e d  t h e m  in  t h e  m e a n t i m e .  So we  t h o u g h t  t h a t  w e  s h o u l d  
a d a p t  t h e s e  n e w  r e f o r m s  to o u r  t r a d e .  In  t h o s e  d a y s  we  h a d  b i -  
l a t e r a l  t r a d i n g  a g r e e m e n t s  and  p a y m e n t s  a g r e e m e n t s  in  t e r m s  of  
U . S .  d o l l a r s .  We m a d e  p a y m e n t s  f o r  b o t h  s i d e s  a n d  h a d  a s w i n g  
f o r  a n y  e x c e s s  o n  e i t h e r  s i d e .  We h a d  l i s t s  o f  p r o d u c t s  w h i c h  
w o u l d  b e  p a i d  f o r  in  t h e  a g r e e m e n t s .  We t h o u g h t  t h i s  w a s  t o o  
r e s t r i c t i v e ,  i t  w o u l d n ' t  a l l o w  f o r  a n y  f u r t h e r  d e v e l o p m e n t ,  a n d  i t  
h a d  no  b u i l t - i n  i d e a  o f  d y n a m i s m .  We a l s o  h a d  i n d u s t r i e s ,  a s  I 
t o l d  y o u ,  m a i n l y  in  B r a z i l ,  A r g e n t i n a ,  a n d  C h i l e ,  w h i c h  n e e d e d  to  
d e v e l o p .  We h a d  t h e  f e e l i n g  t h a t  t h e  l i g h t  i n d u s t r i e s ,  l i k e  t e x t i l e s ,  
l e a t h e r ,  a p p l i a n c e s ,  c o n s t r u c t i o n ,  f o o d ,  a n d  s o  on ,  w e r e  p r e t t y  
w e l l  d e v e l o p e d ,  t h a t  we  s h o u l d  e n t e r  a n d  w e r e  e n t e r i n g  i n t o  o t h e r  
i n d u s t r i e s  w h e r e  l a r g e  a m o u n t s  o f  c a p i t a l  p e r  un i t  of  p r o d u c t i o n  
w e r e  n e e d e d ,  a n d  t h a t  in  o r d e r  to  b e  e c o n o m i c a l  we  s h o u l d  e x p a n d  
o u r  m a r k e t s .  

I n  e a c h  c o u n t r y  t h e  e x p a n s i o n  of  m a r k e t s  i s  r a t h e r  d i f f i c u l t  b e -  
c a u s e  o f  t h e  l e v e l  o f  t h e  s t a n d a r d  o f  l i v i n g  o f  t h e  p o p u l a t i o n ,  t h e  
s t a n d a r d  o f  e d u c a t i o n ,  a n d  so  on .  So we  t h o u g h t  t h a t  we  s h o u l d  t r y  
to  f i n d  f o r m u l a s  to  e x p a n d  u n d e r  c o m p e t i t i v e  c o n d i t i o n s  o u r  m a r k e t s  
t o g e t h e r .  We a l s o  t h o u g h t  t h a t  we  s h o u l d  c o m e  m o r e  t o g e t h e r  in  
o r d e r  to  be  a b l e  to  f a c e  o u r  f u t u r e  t r a d i n g  p r o b l e m s .  W e  w e r e  
s e e i n g  w h a t  w a s  h a p p e n i n g  in  E u r o p e .  Of  c o u r s e ,  t h e  d e m o n s t r a -  
t i o n  e f f e c t  o f  t h e  E u r o p e a n  C o m m o n  M a r k e t  e x e r t e d  a t r e m e n d o u s  
i m p r e s s i o n  in  L a t i n  A m e r i c a .  We w e r e  s e e i n g  t h e r e  a n e w  u n i t y  
f o r c e .  N o b o d y  k n e w  e x a c t l y  h o w  i t  w o u l d  w o r k ,  b u t  w e  h a d  t h e  
f e e l i n g  t h a t  i t  w a s  a v e r y  p o w e r f u l  un i t  o f  s i x  c o u n t r i e s  c o m i n g  
t o g e t h e r  w h i c h  w o u l d  in  o n e  w a y  o r  a n o t h e r  a f f e c t  o u r  t r a d e  w i t h  
t h e m .  T h e n  w e  t h o u g h t  t h a t  we  s h o u l d  p r e p a r e  o u r s e l v e s  to  s e e  
h o w  to  m e e t  t h i s  c h a l l e n g e .  

A l l  t h e s e  w e r e  t h e  u n d e r l y i n g  a s s u m p t i o n s  u n d e r  w h i c h  w e  
s t a r t e d  to  w o r k .  So in  A p r i l  1 9 5 9 - - t o  c o m e  b a c k  to  t h e  h i s t o r y - -  
w e  m e t  a g a i n  in  S a n t i a g o  a n d  we  w o r k e d  o u t  a n e w  f o r m u l a  f o r  t h e  
F r e e  T r a d e  A g r e e m e n t .  We of  c o u r s e  w e r e  v e r y  m u c h  a w a r e  t h a t  
i t  w o u l d  b e  d i f f i c u l t  to  s e l l  to  t h e  p u b l i c  o p i n i o n  a n y  k i n d  of  f r e e  
t r a d e  a g r e e m e n t  b e c a u s e  i t  w a s  c o m p l e t e l y  n e w .  N o b o d y  k n e w  w h a t  
i t  w a s ,  a n d  we  h a d  to l o o k  f o r  r a t i f i c a t i o n  o f  c o n g r e s s e s ,  a s  w e  h a d  
e s t a b l i s h e d  d e m o c r a c i e s  a t  t h a t  t i m e  in  o u r  c o u n t r i e s .  W e  h a d  to  
r a l l y  t h e  s u p p o r t  o f  b u s i n e s s ,  l a b o r ,  n e w s p a p e r s - - w h a t  y o u  c a l l  
p u b l i c  o p i n i o n - - i n  a s u b j e c t  w h i c h  m i g h t  a p p e a r  v e r y  i n t e r e s t i n g  o r  
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a p p e a l i n g ,  but r e a l l y  the  peop l e  d idn ' t  know what  it  w a s .  So we 
fe l t ,  I th ink ,  r i g h t l y  tha t  if we p r e s e n t e d  t h e m  wi th  the  v e r y  s i m p l e ,  
c l e a r - c u t  f o r m u l a  of the E u r o p e a n s ,  we  would  c a u s e  m o r e  r e j e c -  
t ion  than  a p p r o v a l .  The  f o r m u l a  of the  E u r o p e a n s  is  to r e d u c e  o v e r  
a p e r i o d  of y e a r s  a c e r t a i n  p e r c e n t a g e  t h e i r  t a r i f f s  in  the  r e g i o n - -  
s a y  10 p e r c e n t  in 10 y e a r s  and you  a r e  at  the  f r e e  t r a d e  a r e a .  We 
thought  tha t  t h i s  would  be  r a t h e r  d i f f i cu l t  to be  t a k e n  by the  p o l i t -  
i c a l  g r o u p s ,  b e c a u s e  we wou ld  e x p o s e  t h e m  s u d d e n l y  to the  c e r -  
t a i n t y  tha t  t h e r e  would  be  c o m p e t i t i o n  f r o m  a b r o a d ,  a l t h o u g h  f r o m  
the  s a m e  kind of c o u n t r i e s  in t e r m s  of i n d u s t r i a l  m a t u r i t y ,  and  
tha t  th i s  wou ld  c a u s e  a n a t u r a l  r e a c t i o n .  We had  a l l  k inds  of o t h e r  
p r o b l e m s ,  so tha t  we d idn ' t  want  to add  th i s  one  to o u r  c o m m o n  
e n d e a v o r .  

Tha t  i s  why we t r i e d  to look  fo r  a new f o r m u l a  w h i c h  wou ld  
w o r k  out m o r e  f l e x i b l y .  We e s t a b l i s h e d  the  c o m m i t m e n t  to n e g o t i -  
a te  e v e r y  y e a r  two l i s t s  of p r o d u c t s .  On the  one  s ide  e a c h  c o u n t r y  
took  o v e r  the  c o m m i t m e n t  to a s k  f r o m  the  o t h e r  c o u n t r i e s  and  be  
p r e p a r e d  to n e g o t i a t e  a c e r t a i n  n u m b e r  of l i s t s  of g o o d s - - i t e m s  of 
t a r i f f - - w h i c h  would  be  f r e e  f r o m  r e s t r i c t i o n s ,  t a r i f f s ,  s u r c h a r g e s ,  
d u t i e s ,  a d v a n c e  d e p o s i t s ,  o r  w h a t e v e r  s y s t e m  we m i g h t  have  had 
t h e r e  f o r  the  r e g u l a t i o n  of i m p o r t s .  

T h e r e  was  a c e r t a i n  m i n i m u m  a m o u n t  w h i c h  e a c h  c o u n t r y  
c o m m i t t e d  i t s e l f  to g ive  to the  o t h e r s .  T h i s  was  r e l a t e d  to the  
w e i g h t e d  a v e r a g e  of t a r i f f s  f o r  the  p r e v i o u s  t h r e e  y e a r s ,  and  we 
c o m m i t t e d  o u r s e l v e s  to r e d u c e  th i s  i n s i d e  t he  c o m m u n i t y  of  8 
p e r c e n t  of the  w e i g h t e d  a v e r a g e .  It i s  a r a t h e r  c o m p l i c a t e d  m a t h -  
e m a t i c a l  f o r m u l a  w h i c h  m a n y  p e o p l e  did not u n d e r s t a n d ,  but  a n y -  
way  we gave  the  p o s s i b i l i t y  of f l e x i b i l i t y .  P e o p l e  thought  tha t  
e a c h  one  cou ld  g ive  a s  m u c h  as  he w a n t e d  and  d e m a n d  v e r y  m u c h  
f r o m  the r e s t .  We fe l t  tha t  th i s  s y s t e m  would  get  the  p e o p l e  m o r e  
u s e d  to e a c h  o t h e r  in n e g o t i a t i n g  a c t u a l  i n t e r e s t  and  a c t u a l  p r o b l e m s .  
It was  a p r a c t i c a l  f o r m u l a .  

Now, th i s  d idn ' t  l e a d  us to the  f r e e  t r a d e  a r e a  w h i c h  we  w a n t e d  
f o r  o t h e r  r e a s o n s .  It was  jus t  a p r e f e r e n t i a l  a r e a  w h e r e b y  e a c h  
c o u n t r y  g r a n t e d  to the  o t h e r s  c e r t a i n  p r i v i l e g e s  w h i c h  w e r e  not  ex -  
t e n d e d  to t h i r d  c o u n t r i e s .  The  f r e e  t r a d e  a r e a  a s k e d  fo r  a f r e e  
f low of goods  b e t w e e n  a l l  the  c o u n t r i e s ,  and so we a d d e d  a n o t h e r  
c o m m i t m e n t .  E v e r y  t h r e e  y e a r s  we w i l l  have  to f o r m  a c o m m o n  
l i s t  and put t h e r e i n ,  a l l  of us,  a c e r t a i n  n u m b e r  of  goods  w h i c h  
a m o u n t  to no l e s s  t h a n  25 p e r c e n t  of the  v a l u e  of the  t r a d e  m e a -  
s u r e d  a g a i n s t  the  annua l  a v e r a g e  of the  p r e v i o u s  t h r e e  y e a r s .  T h i s  
s h o u l d  l e a d  e v e n t u a l l y ,  a f t e r  12 y e a r s ,  to the  f r e e  t r a d e  a r e a ,  
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b e c a u s e  a f t e r  12 y e a r s  t h e s e  goods wi l l  be  c o m p l e t e l y  f r e e  and wi l l  
a m o u n t  to 99 p e r c e n t  o r  s o - - o r  w h a t e v e r  it is ,  as  GATT says  of: 
" s u b s t a n t i a l l y  a l l  the  p r o d u c t s .  " Some  e x c e p t i o n s  migh t  be r e -  
t a ined .  

Th i s  was  the  f o r m u l a ,  the  na t iona l  l i s t  and the c o m m o n  l i s t ,  
and  then  a lot  of  o t h e r  d e t a i l s  and f i r m  i n s t i t u t i o n a l  f r a m e w o r k  
w h i c h  a r e  not so i n t e r e s t i n g  to t a lk  about .  Then,  once  we had that ,  
in A p r i l  1959, we o f f e r e d  it to a l l  the  o t h e r  La t in  A m e r i c a n  coun-  
t r i e s  who w a n t e d  to j o i n  wi th  us.  We f i r s t  me t  with the P e r u v i a n s ,  
P a r a g u a y a n s ,  and B o l i v i a n s ,  who a r e  n e i g h b o r s  of us.  They  
a c c e p t e d  it, excep t  Bo l iv ia ,  who then  l a t e r  r e f r a i n e d  f r o m  s ign ing .  
We m e t  in S e p t e m b e r  of 1959 in M o n t e v i d e o  for  the  f ina l  a r r a n g e -  
m e n t s  and  the  s u m m i n g  up of a l l  the  t r e a t i e s ,  the  f o r m a l i t i e s ,  and 
e v e r y t h i n g  e l s e .  We gave  each  o t h e r  a n o t h e r  b r e a t h i n g  s p a c e  fo r  
s t udy  fo r  s ix  m o n t h s .  F i n a l l y ,  in F e b r u a r y  1960 we s i g n e d  the  
t r e a t y  in M o n t e v i d e o .  

Mex ico  in the  m e a n t i m e  had jo ined  us, f i r s t  as  an o b s e r v e r ,  
and  then  Mex ico  s i g n e d  the  t r e a t y  as it was .  So Mex ico  has  b e -  
c o m e  one  of the  s e v e n  founding  m e m b e r s .  F r o m  t h e r e  on, F e b r u -  
a r y  1960, we s t a r t e d  the  r a t i f i c a t i o n  p r o c e s s ,  which  is v e r y  c o m -  
p l i c a t e d ,  as  you know. In each  c o u n t r y  the  House  and the  Sena te  
h a v e  to d i s c u s s  it ,  s e n d  it to c o m m i t t e e ,  a s k  the  peop le  to make  
the  h e a r i n g s ,  and know about it, s tudy  it, and a p p r o v e  it.  Th i s  
p r o c e s s  was  c o m p l e t e d  wi th in  a y e a r  and a coup le  of mon ths .  In 
May  1961 the  s e v e n  C o n g r e s s e s  had a p p r o v e d  it .  

We w e r e  Mex ico ,  B r a z i l ,  Uruguay ,  P a r a g u a y ,  A r g e n t i n a ,  
Chi le ,  and  P e r u ,  who w e r e  founding  m e m b e r s  of th i s  a r e a .  We 
a c c o u n t e d  fo r  about  80 p e r c e n t  of  the  t e r r i t o r y ,  the  popula t ion ,  
the  t r a d e ,  and the  e c o n o m i e s  of a l l  of La t in  A m e r i c a .  

In 1961 C o l o m b i a  and E c u a d o r  j o ined  us, and they  have  in  the  
m e a n t i m e  c o m p l e t e d  the  r a t i f i c a t i o n .  They  a r e  f,lH m e m b e r s  and 
h a v e  n e g o t i a t e d  the  l i s t s  wi th  us.  Now we have  on ly  two in  South 
A m e r i c a  lef t ,  which  a r e  V e n e z u e l a  in the  Nor th ,  and Bo l iv i a  in the  
c e n t e r .  The  B o l i v i a n s  have  sa id  t hey  wi l l  e v e n t u a l l y  jo in .  T h e y  
have  p a r t i c i p a t e d  in s o m e  p a r t  of the  in i t i a l  d i s c u s s i o n s .  So f a r  
t hey  have  r e f r a i n e d .  T h e y  f e e l  t hey  a r e  not ab le  to jo in  now. 
V e n e z u e l a  has  a l so  s a i d  that  she  wi l l  e v e n t u a l l y  jo in .  She had 
c e r t a i n  s p e c i f i c  p r o b l e m s  b e c a u s e  of b e i n g  a l a r g e  o i l  p r o d u c e r  
and  a h i g h - c o s t  i n d u s t r i a l  p r o d u c e r .  We wi l l  s e e  how we m a n a g e  
tha t .  
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As fo r  the  C e n t r a l  A m e r i c a n  c o u n t r i e s ,  t h e y  a r e ,  a s  y o u  know,  
f o r m i n g  t h e i r  own C o m m o n  M a r k e t  and  t h e i r  own  C u s t o m s  U n i o n .  
T h e y  a r e  v e r y  w e l l  a d v a n c e d  in t h i s  p r o c e s s  of  e c o n o m i c  i n t e g r a -  
t i o n .  T h e y  h a v e  t o ld  us t ha t ,  w h e n e v e r  t h e y  h a v e  c o m p l e t e d  t he  
p r o c e s s ,  in a c o u p l e  of y e a r s ,  t h e y  wi l l  s e e  if t h e y  c a n  j o i n  a s  a 
g r o u p .  T h e  f ive  c o u n t r i e s  of C e n t r a l  A m e r i c a  wi l l  j o in  t h i s  t r a d i n g  
a r e a  as  one  g r o u p ,  not  as  e a c h  s i n g l e  c o u n t r y .  T h i s  wi l l ,  of 
c o u r s e ,  m a k e  it m u c h  e a s i e r  f o r  e v e r y b o d y .  By  t h e n  we w o u l d  
be ,  a l l  of us ,  12 c o u n t r i e s ,  i n c l u d i n g  the  f i ve  C e n t r a l  A m e r i c a s .  
P a n a m a  m a y  jo in  o r  m a y  not .  And we h a v e  the  C a r i b b e a n  i s l a n d s ,  
w h i c h  a r e  a d i f f e r e n t  p r o b l e m .  

So by t h e n  we wi l l  h a v e  a s o r t  of f r a m e w o r k  f o r  bo th  t r a d e  and  
e c o n o m i c  c o o p e r a t i o n ,  w h i c h  wi l l  be  the  b e g i n n i n g  of  a r e a l  c o m m o n  
m a r k e t  in  L a t i n  A m e r i c a .  

The free trade area is now in real existence and real operation, 
since January 1962. This means i year and almost 4 months. We 
did the first round of negotiations in the second half of 1961. We 
completed the round in time, the seven founding members, and we 
put into effect the seven national lists of reductions in January 1962. 
In the second half of 1962 we had the second round of negotiations, 
where we reduced another substantial number of items, and we put 
t h e s e  a g a i n  in to  t he  n a t i o n a l  l i s t s ,  in  J a n u a r y  1963. So we h a v e  now 
c o m p l e t e d  two y e a r s ,  a l l  in t i m e ,  a c c o r d i n g  to t he  a g r e e m e n t s .  
We a r e  way  a h e a d  of  the  m i n i m u m  r e q u i r e m e n t s  of  t he  t r e a t y - - t h e  
8 p e r c e n t  I t o ld  you  a b o u t .  A c t u a l l y ,  t h e r e  a r e  in  t o t a l  abou t  
7 , 5 0 0  t a r i f f  i t e m s  w h i c h  h a v e  b e e n  e i t h e r  c o m p l e t e l y  f r e e d  f r o m  
a n y  k ind  of r e s t r i c t i o n  o r  s u b s t a n t i a l l y  r e d u c e d  as  c o m p a r e d  w i th  
t h i r d  c o u n t r i e s .  T h e  f i r s t  r e t u r n s  of t r a d e  in  1962 as  c o m p a r e d  
w i t h  the  p r e v i o u s  y e a r s  s h o w  a s u b s t a n t i a l  i n c r e a s e  in  the  t r a d e .  
In v a l u e  it  is  e s t i m a t e d  p r e l i m i n a r i l y  as  abou t  o n e - t h i r d  m o r e  
t h a n  the  p r e v i o u s  y e a r .  A l l  of  t he  c o u n t r i e s  h a v e  i n c r e a s e d  t h e i r  
e x p o r t s ,  e x c e p t ,  I t h ink ,  E c u a d o r .  

A l s o ,  wha t  i s  p e r h a p s  m o s t  i n t e r e s t i n g ,  we h a v e  s e e n  in the  
f i r s t  y e a r  a v e r y  i n t e r e s t i n g  d i v e r s i f i c a t i o n  of  t r a d e ,  w h i c h  i s  
e x a c t l y  wha t  we a i m e d  a t .  You  m a y  know tha t  m o s t  of  t he  t r a d e  
b e t w e e n  o u r  c o u n t r i e s  u s e d  to be  in  w h e a t ,  f r o m  A r g e n t i n a  to 
B r a z i l ;  in  c o f f e e ,  f r o m  B r a z i l  to A r g e n t i n a ,  U r u g u a y ,  C h i l e ,  and  
f r o m  C o l o m b i a  to p e r h a p s  Ch i l e  and  o t h e r  c o u n t r i e s ;  in s u g a r ,  
f r o m  P e r u  to Ch i l e ;  in  f r u i t ,  the  t e m p e r a t e  z o n e  f r u i t s  f r o m  A r g e n -  
t i n a  to  B r a z i l ,  and  t he  t r o p i c a l  f r u i t s  f r o m  B r a z i l  to A r g e n t i n a ;  in  
i r o n  o r e ,  v e r y  r e c e n t l y ,  f r o m  B r a z i l  and  P e r u  to A r g e n t i n a ;  in  
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t i m b e r  and l u m b e r ,  f r o m  Chi le ,  P a r a g u a y  and B r a z i l  to A r g e n t i n a ,  
and Bo l iv ia ,  too;  in c o p p e r ,  f r o m  P e r u  and Chi le  to A r g e n t i n a ;  in 
c e r t a i n  t ypes  of co t ton ,  f r o m  P e r u  to A r g e n t i n a ;  in m e a t ,  f r o m  
A r g e n t i n a  to C h i l e  and  P e r u .  T h e s e  w e r e ,  r o u g h l y ,  the  g e n e r a l  
t ypes  of i t e m s  and  the  k ind of t r a d e  we had.  It was  foods tu f f s ,  m i n -  
e r a l s ,  and  r a w  m a t e r i a l s .  T h e y  w e r e  m o s t l y  t r a d e d  at i n t e r n a t i o n a l  
p r i c e s ,  a c c o r d i n g  to i n t e r n a t i o n a l  w o r l d  m a r k e t s ,  by l a r g e  t r a d i n g  
c o r p o r a t i o n s ,  w h i c h  o p e r a t e d  a l l  a r o u n d  the  w o r l d .  

_ 2 6 7  

But we h a d n ' t  had  the  kind of h u m a n  r e l a t i o n s h i p  w h i c h  is 
p r e v i o u s  to r e a l  t r a d e .  O u r  b u s i n e s s m e n  d idn ' t  know the  b u s i n e s s -  
m e n  of o t h e r  c o u n t r i e s .  Our  t r a d e  m e n  had n e v e r  t r a v e l e d  to the 
o t h e r  c o u n t r i e s ,  wi th  on ly  v e r y  few e x c e p t i o n s .  So the  o t h e r  kind 
of t r a d e ,  w h i c h  is  so i m p o r t a n t ,  in t e r m s  of i n d u s t r i a l  d e v e l o p m e n t ,  
w a s  jus t  a b s e n t .  Then  you  m u s t  a l so  r e a l i z e  that  m o s t  of o u r  c o u n -  
t r i e s  a r e  j u s t  c o a s t s  in e c o n o m i c  t e r m s .  If you  look  at  B r a z i l  you  
w i l l  s e e  tha t  m o s t  of the  e c o n o m i c  a c t i v i t i e s  is  l o c a t e d  a r o u n d  th i s  
a r e a  ( indica t ing},  now, wi th  B r a s i l i a  c o m i n g  in .  Chi le  i s  a c o a s t  
by  d e f i n i t i o n .  P e r u ,  E c u a d o r ,  and  C o l o m b i a  a r e  m o s t l y  c o a s t s  in 
e c o n o m i c  t e r m s .  T h e y  a r e  b a c k w a r d  c o u n t r i e s  and not d e v e l o p e d .  
We a r e  p r e t t y  w e l l  d e v e l o p e d  in c o m m u n i c a t i o n  in A r g e n t i n a ,  a l l  
t h r o u g h  the c o u n t r y .  The  s a m e  is t r u e  of U r u g u a y .  P a r a g u a y  is  
v e r y  m u c h  d e v e l o p e d  a long  the  r i v e r  and c e r t a i n  o t h e r  a r e a s  on ly .  

I t e l l  you  th i s  j u s t  to show how d i f f icu l t  it is  to e s t a b l i s h  t r a d e ,  
b e c a u s e  the  t r a d e  is l i n k e d  to t r a n s p o r t a t i o n  on the s e a .  Al l  t h e s e  
c o u n t r i e s  have  p o r t s  to the  s e a  and t h e i r  e c o n o m i e s  w e r e  o r g a n i z e d  
f o r  e x p o r t  to the  Un i t ed  S ta t e s  o r  to W e s t e r n  E u r o p e  and i m p o r t  
f r o m  t h e s e  a r e a s .  The  b ig  p o r t s  a r e  the  m o s t  i m p o r t a n t  po in t s  in 
e c o n o m i c  t e r m s  fo r  d e v e l o p m e n t .  But we d idn ' t  have  the  r e g u l a r  
l i n e s  b e t w e e n  o u r s e l v e s ,  b e c a u s e  the  t r a d e  was  l i m i t e d  to t h e s e  
f e w  i t e m s  I m e n t i o n e d  to you .  

How to o v e r c o m e  the  d i f f i c u l t i e s  of having l i t t l e  t r a d e  and 
l i t t l e  t r a n s p o r t a t i o n  was  the  p r o b l e m .  You c a n ' t  have  t r a d e  wi thou t  
t r a n s p o r t a t i o n .  And if you  have  t r a n s p o r t a t i o n  and no t r a d e  i t ' s  on 
a l o s s  b a s i s .  We thought  the  w a y  to o v e r c o m e  it was  to g ive  s t i m -  
u lus  to t r a d e  and  t hen  t r a n s p o r t a t i o n  would  m o v e  beh ind ,  as  it  
n o r m a l l y  did.  Th i s  was  the  u n d e r l y i n g  t h ink ing  of t h i s  f r e e  t r a d i n g  
a r e a .  When we d i v e r s i f i e d  the  n u m b e r  of i t e m s ,  m o r e  peop l e  b e -  
c a m e  i n t e r e s t e d  in how to s e l l  c e r t a i n  goods  in o t h e r  c o u n t r i e s .  

One s m a l l  e x a m p l e  w h i c h  is  a p u r e  a n e c d o t e  m a y  show you  how 
it w o r k s .  I have  b e e n  to ld  tha t  a t r a d e s m a n  in C o r d o b a ,  w h i c h  is  
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r i g h t  in the m i d d l e  of  A r g e n t i n a ,  s a w  the  l i s t  of goods  w h i c h  B r a z i l  
had  f r e e d  to a l l  the  o t h e r  c o u n t r i e s .  He p u r c h a s e d  s o m e  of  t h e s e  
g o o d s .  He bought  h i m s e l f  a t r u c k ,  f i l l e d  the  t r u c k ,  and  went  up 
n o r t h e a s t  and into B r a z i l  to P o r t o  A l e g r e .  T h e r e  he so ld  h i s  goods  
at  a good p ro f i t ,  and he bought  lo t s  of s tuff  w h i c h  w a s  l i b e r a t e d  by  
A r g e n t i n a .  T h e n  he c a m e  b a c k  in h is  t r u c k  and so ld  it in o u r  c o u n -  
t r y  a l so  at a p r o f i t .  T h i s  is jus t  to show you  how c e r t a i n  p e o p l e  
wi th  i m a g i n a t i o n  c a n  w o r k  out a f r e e  t r a d i n g  a r e a  f o r  t h e m s e l v e s .  
We,  of c o u r s e ,  e n c o u r a g e  th i s  v e r y  m u c h .  Th i s  i s  one  s i n g l e  c a s e .  

Now, how has  it  w o r k e d  f r o m  a n o t h e r  poin t  of v i ew ,  w h i c h  is  
v e r y  i m p o r t a n t  ? We want  to a t t r a c t  f o r e i g n  i n v e s t m e n t  and  m o b i l i z e  
o u r  l o c a l  s a v i n g s  in f o r m s  of new i n d u s t r i e s  w h i c h  r e q u i r e  h e a v y  
i n v e s t m e n t s ,  as  I have  to ld  you.  I have  h e a r d  of two o r  t h r e e  c a s e s  
a l r e a d y  w h e r e  f o r e i g n  i n v e s t o r s ,  wi th  o u r  l o c a l  b u s i n e s s m e n ,  have  
a g r e e d  to e s t a b l i s h  v e r y  s u b s t a n t i a l  c o r p o r a t i o n s - - s u b s t a n t i a l  in  
o u r  e c o n o m i c  t e r m s - - o n e  in U r u g u a y  and,  I th ink ,  two in  C o l o m b i a ,  
b e c a u s e  b e f o r e  tha t  t h e y  had go t t en  the f r e e  t r a d e  into  the  m a r k e t s  
of o t h e r  c o u n t r i e s ,  so tha t  t hey  cou ld  bu i ld  a c o m p a n y  l a r g e  e n o u g h  
in s i z e  to be  e c o n o m i c a l ,  and  wi th  a g u a r a n t e e  of f r e e  a c c e s s  to the  
o t h e r  m a r k e t s .  Th i s  i s ,  of c o u r s e ,  v e r y  i m p o r t a n t  f o r  c o u n t r i e s  
l i ke  U r u g u a y ,  wi th  l e s s  t han  3 m i l l i o n  p e o p l e  and no m a r k e t  f o r  a 
b ig  c o m p a n y .  T h e y  wi l l  h a v e  now the  bene f i t  of  t h i s  c o r p o r a t i o n  
and  m a n y  o t h e r s  to c o m e ,  b e c a u s e  the  l o c a t i o n  of U r u g u a y  is  v e r y  
good,  in b e t w e e n  A r g e n t i n a  and  B r a z i l .  It has  the  s e a  t h e r e ,  and 
the  r i v e r .  It has  good n a t u r a l  c o m m u n i c a t i o n s .  What  it  n e e d s  is  
the  o u t l e t s  to the  m a r k e t s ,  w h i c h  it c an  get  t h r o u g h  t h e s e  n e g o t i a -  
t i o n s .  

M a n y  o t h e r  l a r g e  c o n c e r n s  f r o m  the Un i t ed  S ta t e s  and  W e s t  
E u r o p e  have  c o m e  down and looked  into t h e s e  m a t t e r s ,  r i g h t  a w a y  
w h e n  we s t a r t e d .  We have  a p e r m a n e n t  s e c r e t a r i a t  of L A F T A  
w o r k i n g  in M o n t e v i d e o ,  U r u g u a y ,  in the  sou th .  T h e s e  c o n c e r n s  
have  e s t a b l i s h e d  t h e i r  own p e o p l e  to w a t c h  what  i s  go ing  on t h e r e  
and  wha t  t h e y  shou ld  do and  what  t hey  can  do.  Many  of t h e s e  c o n -  
c e r n s  have ,  of c o u r s e ,  e i t h e r  b u s i n e s s e s  o r  a g e n t s  and r e p r e s e n t a -  
t i v e s  in a l l  o r  m o s t  of the  c o u n t r i e s  of the  a r e a .  T h e y  a r e  l o o k i n g  
now at how to m a k e  new i n v e s t m e n t s  and to r e s h a p e  t h e i r  own o r -  
g a n i z a t i o n s  a c c o r d i n g  to what  is  go ing  on and how the  who le  t h ing  
is  going  to d e v e l o p .  

When  the  t r e a t y  c a m e  into e f fec t  and w a s . r a t i f i e d  in o u r  c o u n -  
t r i e s - - i t  is  p e r h a p s  i n t e r e s t i n g  to point  o u t - - n o  p o l i t i c a l  p a r t y  
o p p o s e d  it .  In a l m o s t  a l l  the  c o u n t r i e s  t h e r e  was  u n a n i m o u s  s u p -  
p o r t  f o r  i t .  E v e n  the  C o m m u n i s t s  d idn ' t  d a r e  to oppose  it ,  b e c a u s e  
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t h e y  fe l t  tha t  it w a s  a p o p u l a r  c u r r e n t .  You r e m e m b e r  t h e i r  s t a n d  
a g a i n s t  the C o m m o n  M a r k e t  in E u r o p e ,  and the  r e v e r s a l  of the  I t a l -  
i an  C o m m u n i s t s ,  who a r e  now s u p p o r t i n g  i t .  In o u r  c o u n t r i e s  t h e y  
d idn ' t  open ly  c o m e  out  a g a i n s t  it ,  b e c a u s e  t h e y  r e a l l y  fe l t  tha t  it  was  
u n p o p u l a r  to do so .  The  p o l i t i c a l  p a r t i e s  s a w  that  th i s  was  a m o v e -  
m e n t  w h i c h  w a s  v e r y  w e l l  in l i ne  wi th  t h e i r  g e n e r a l  t hough t s .  M o s t  
of the  p o l i t i c i a n s ,  of c o u r s e ,  w e r e n ' t  too m u c h  a w a r e  of the  i m p l i -  
c a t i o n s  and the  t e c h n i c a l i t i e s .  You w o u l d n ' t  expec t  t h e m  to be .  At 
l e a s t  t h e y  s a w  and  thought  tha t  it was  a m o v e m e n t  in the  r i g h t  d i r e c -  
t ion ,  and t h e y  s u p p o r t e d  i t .  In s o m e  c o u n t r i e s ,  l i ke  Ch i l e ,  the  
a g r i c u l t u r a l  p e o p l e  w e r e  opposed  to i t ,  b e c a u s e  they  fe l t  tha t  the  
s t r o n g e r  a g r i c u l t u r e  of o u r  c o u n t r y  would  be  m o r e  c o m p e t i t i v e .  
Bu t  e v e n  t h e r e  we  e x p l a i n e d  that  t h e r e  w e r e  e s c a p e  c l a u s e s  b u i l t -  
in,  in  c a s e  t h e y  would  a l low the i m p o r t a t i o n  of c e r t a i n  a g r i c u l t u r a l  
p r o d u c t s  tha t  would  c a u s e  t h e m  s e r i o u s  d a m a g e ,  w h i c h  we a g r e e d  
upon.  In o t h e r  c o u n t r i e s ,  l i ke  P a r a g u a y  and  E c u a d o r ,  w h i c h  a r e  
e c o n o m i c a l l y  the  w e a k e s t  in the r e g i o n ,  we g r a n t e d  t h e m  a s p e c i a l  
t r e a t m e n t .  F o r  i n s t a n c e ,  we m a y  g ive  and  we have  g iven  t h e m  
s p e c i a l  l i b e r a t i o n s  o r  p r o d u c t s  t o w a r d  t h e m  w h i c h  wi l l  not be 
g r a n t e d  to o t h e r s .  Suppose  that  A r g e n t i n a  o r  B r a z i l ,  w h i c h  a r e  
t he  r e l a t i v e l y  l a r g e  m a r k e t s  fo r  P a r a g u a y ,  g ive  to P a r a g u a y  a 
f r e e  t r a d e  in  a c e r t a i n  i t em wh ich  A r g e n t i n a  cou ld  not at  tha t  m o -  
m e n t  g r a n t  to o t h e r  c o u n t r i e s .  Th i s  i s  a s p e c i a l  p r i v i l e g e  tha t  
P a r a g u a y  is  ge t t ing ,  b e c a u s e  P a r a g u a y  is c o n s i d e r e d  l e s s - d e v e l o p e d  
as  c o m p a r e d  wi th  the  o t h e r s .  The  s a m e  is  h a p p e n i n g  b e t w e e n  E c u a -  
d o r  and C o l o m b i a .  T h i s  s p e c i a l  p r o v i s i o n  s o l v e s  a p r o b l e m  w h i c h  
t h e s e  two c o u n t r i e s  had  when  they  c a m e  into o u r  c o m m o n  a r e a .  
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So we h a v e  now two l e s s - d e v e l o p e d  c o u n t r i e s ,  w h i c h  a r e  E c u a -  
d o r  and P a r a g u a y ,  and we t h i n k  tha t  B o l i v i a  w i l l  get  the s a m e  t r e a t -  
m e n t  when  t h e y  c o m e  in.  A l l  the  r e s t  a r e  on an e q u a l  foo t ing .  

Now, the industrialists in some of our countries, especially in 
Argentina and Brazil, in the beginning had a rather cool look at 
this new trading area. When they saw it coming they didn't care 
too much; they had their own problems. Then suddenly they real- 
ized it was coming into reality, it was something which had public 
support and was approved, and it should move along. Then they 
had to face the reality; they had to face the first negotiations of 
lists of actual, real tariff items which were to be liberated. Then 
we had for several months what you call the anticlimax. People 
got into a feeling of fear, the same feeling as you may remember 
in 1957, 1958, and 1959 in some parts of West Europe, where the 
industrialists feared that they would be subject to the competition 
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of  o t h e r  i n d u s t r i e s  ip t h e  c o m m o n  m a r k e t  c o u n t r i e s ,  a n d  t h e y  
d i d n ' t  know w h a t  w a s  g o i n g  on.  T h e n  c e r t a i n  u n c e r t a i n t i e s  c a m e  

a l o n g .  

W e l l ,  we  w o r k e d  on  t h i s  and  l o o k e d  at  i t  d i p l o m a t i c a l l y ,  a n d  
t h e y  s t a r t e d  to w o r k  t o g e t h e r  w i t h  the  g o v e r n m e n t s  and  s e n t  s p e c i a l  
c o m m i t t e e s ,  and  h a d  c o n t a c t  w i t h  t h e  o t h e r  i n d u s t r i a l i s t s  of  t h e  
o t h e r  c o u n t r i e s ,  to s e e  how t h e y  c o u l d  w o r k  ou t  t h e i r  c o m m o n  p r o b -  
l e m s .  T h i s  is  t h e  p r o c e s s  t h e y  a r e  in  now.  It w i l l  t a k e ,  of  c o u r s e r  
s e v e r a l  y e a r s .  But  so f a r  I t h i n k  t h e  r e s u l t s  h a v e  b e e n  r a t h e r  e n -  

c o u r a g i n g .  

This area now has before it a large wave of technical problems. 
You must realize that we have lived apart from each other in the 
trading and economic fields. I told you the few goods which we had 
exchanged, which normally are goods which are free of restrictions 
or have very few of them, the rest of the economy being shelved 
behind the very high protection. Now it is a case of slowly opening 
up this protection and letting competition flow into the countries. 
This is a difficult political problem. 

From the purely technical point of view, each of our countries 
has developed over the last 150 years certain habits of importation 
and exportation, certain regulations, laws, customs, and adminis- 
trative rulings which are completely different, country by country. 
Of course it is impossible to handle a free trade area if each coun- 
try has its own rules and regulations. You have to try to harmo- 
nize them. The first step in that direction was the approving of a 
common tariff denomination. It's called the nomenclature of 
Brussels, 1955. The United Nations approved in Brussels a com- 
mon tariff denomination which it recommended to all the countries 
to approve. Well, we have taken that as a basis and have included 
some subdivisions in that, and we have recommended it to all 
LAFTA countries to approve it. This is now in the process of 
being implemented. 

T h i s  w i l l  be  a t r e m e n d o u s  t e c h n i c a l  s t e p  f o r w a r d ,  o n c e  a l l  o f  
us  h a v e  t h e  s a m e  t a r i f f  a n d  s p e a k  t h e  s a m e  t e c h n i c a l  l a n g u a g e ,  a n d  
it i s  no l o n g e r  n e c e s s a r y  to t r a n s l a t e  t h e  c o n c e p t  of  o n e  i t e m  in to  
t h e  t a r i f f  d e n o m i n a t i o n s  of  e a c h  c o u n t r y ,  w h i c h  m a k e s  i t  v e r y  c o m -  
p l i c a t e d  f o r  t h e  i n d i v i d u a l  to d e a l  w i th .  T h i s  i s  t h e  p r o c e s s  we  a r e  
in  now,  and  w e  a r e  m o v i n g  a h e a d .  

We are also trying to see what we can do in certain types of 
industries and how we can integrate them into the whole area. We 
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h a v e  a l r e a d y  s o l v e d  the  p r o b l e m  of  o r i g i n ,  w h i c h  i s  a s u b s t a n t i a l  
p r o b l e m  in a f r e e  t r a d e  a r e a .  S o m e  p a r t s  of the  p r o d u c t s  a r e  
n o r m a l l y  i m p o r t e d  f r o m  o u t s i d e .  So how m u c h  can  we a l low to  
qua l i f y  a p r o d u c t  a s  b e i n g  p r o d u c e d  in  the  a r e a ?  Who c e r t i f i e s  
t h i s  and  u n d e r  w h a t  c o n d i t i o n s ?  T h i s  p r o b l e m  has  b e e n  s o l v e d .  
T h e  c o n t r a c t i n g  p a r t i e s  w h e n  t h e y  m e e t  e v e r y  y e a r  a l s o  r e g u l a t e  
a m o n g  t h e s e  p r o b l e m s  and  p r o d u c e  a s u b s t a n t i a l  a m o u n t  of  new law 
w h i c h  a p p l i e s  to the  r e g i o n  a l o n e .  

271  

Al l  t h i s  i s  c r e a t i n g  a s e n s e  of an  e c o n o m i c  c o m m u n i t y  w i t h i n  
o u r  c o u n t r i e s  w h i c h  was  c o m p l e t e l y  a b s e n t  b e f o r e .  Bu t  i t  n e e d s  
t i m e  to d e v e l o p .  T h a t ' s  why  we a g r e e d  upon  t h e s e  12 y e a r s  of t r a n -  
s i t i o n  b e f o r e  t h i s  s e n s e  of c o m m u n i t y  w i l l  r e a l l y  c o m e  in to  a s t r o n g  
r e a l i t y  and  a m o v i n g  f o r c e .  

We a l s o  have  b e e n  s t u d y i n g  the  p r o b l e m  of  f i n a n c i n g  o u r  t r a d e .  
So f a r  t he  b a s i c  c o m m o d i t i e s  n e e d  no s p e c i a l  f i n a n c i n g .  The  c u r -  
r e n t  b a n k i n g  s y s t e m  t a k e s  c a r e  of t h a t .  The  n o r m a l  b a n k s  f i n a n c e  
w h e a t ,  l u m b e r ,  f r u i t ,  o r  w h a t e v e r  i t  i s .  Bu t ,  w h e n e v e r  y o u  e n t e r  
i n to  the  f i e l d  of e i t h e r  d u r a b l e  c o n s u m e r  g o o d s ,  a s  you  s a y  t e c h -  
n i c a l l y ,  o r  m o r e  m a c h i n e r y  and e q u i p m e n t - - a n d  we p r o d u c e  s o m e  
of  t h o s e - - y o u  f a c e  the  p r o b l e m  of f i n a n c i n g .  The  b u y e r  n o r m a l l y  
i s  no t  in  a p o s i t i o n  to pay  c a s h  f o r  the  i t e m .  So s o m e b o d y  ha s  to 
f i n a n c e  i t .  We had no t  e s t a b l i s h e d  t h e s e  i n s t i t u t i o n s  l ike  you  have  
h e r e  w i t h  the  E x - I m  B a n k  and  the  E u r o p e a n s  w i t h  t h e i r  s y s t e m  of 
e x p o r t  i n s u r a n c e .  We have  b e e n  s t u d y i n g  t h i s  on the  n a t i o n a l  b a s i s .  
We e s t a b l i s h e d  a s y s t e m  l a s t  y e a r  in  A r g e n t i n a ,  and  so  d id  the  
B r a z i l i a n s  and  the  M e x i c a n s .  The  I n t e r - A m e r i c a n  B a n k  ha s  s t u d i e d  
a s y s t e m  of c o o p e r a t i v e  f i n a n c i n g  and d i s c o u n t i n g  w h i c h  e v e n t u a l l y  
w i l l  c o m e  in to  o p e r a t i o n .  So f a r  t he  n e e d  i s  no t  too  s t r o n g ,  bu t  we 
f e e l  t h a t  in  a y e a r  o r  two o r  t h r e e  we m i g h t  n e e d  s u c h  f i n a n c i a l  b a c k -  
i ng  in o r d e r  t ha t  o u r  p e o p l e  c an  c o m p e t e  w i th  t h o s e  f r o m  a b r o a d  in 
o f f e r i n g  a p p r o p r i a t e  f i n a n c i n g  u n d e r  s o u n d  m o n e t a r y  r u l e s .  

T h e s e  a r e  t he  k ind  of a r e a s  w h e r e  we a r e  w o r k i n g .  

Now l e t ' s  c o m e  b a c k  to  the  A l l i a n c e  f o r  P r o g r e s s .  I have  b e e n  
t e l l i n g  y o u  w h a t  we do in  t e r m s  of t r a d e  and  e c o n o m i c  i n t e g r a t i o n .  
I have  b e e n  a l s o  t r y i n g  to  t e l l  y o u  t h a t  t h i s  i s  no t  a c o m m o n  m a r k e t .  
T h i s  i s  j u s t  a f r e e  t r a d e  a r e a .  T h e  c o m m o n  m a r k e t  m i g h t  d e v e l o p  
ou t  of i t ,  b u t  i t  wou ld  be  u n w i s e  and  u n p o l i t i c a l  to  p r e s e n t  t h i s  to 
a l l  the  p u b l i c s  and  the  p o l i t i c a l  p a r t i e s  a s  in  f a c t  a c o m m o n  m a r k e t ,  
w h i c h  i s  no t  in  e x i s t e n c e .  
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The n e w s p a p e r s  a r e  m i s l e a d i n g  about  t h i s .  T h e y  a l w a y s  m i x  

up the  c o m m o n  m a r k e t  w i th  the t r a d e  i n t e g r a t i o n ,  w h i c h  a r e  d i f f e r -  
en t  s t e p s  of the  s a m e  i d e a .  

The  A l l i a n c e  f o r  P r o g r e s s ,  s u c h  a v a s t  and c o m p l e x  p r o b l e m ,  
has  one c h a p t e r  d e d i c a t e d  to t h i s .  The Uni t ed  S ta t e s  G o v e r n m e n t  
has  a l w a y s  s u p p o r t e d  us  in ou r  e n d e a v o r s  to c o m e  t o g e t h e r  and to 
have  c l o s e r  t r a d e ,  a l t h o u g h  i t  m e a n s  fo r  a t  l e a s t  s o m e  t i m e  a s o r t  
of d i s c r i m i n a t i o n  a g a i n s t  the  Uni ted  S t a t e s  e x p o r t s  in L a t i n  A m e r i -  
can  c o u n t r i e s .  In s o m e  c a s e s  it  m i g h t  happen  tha t  a c u r r e n t ,  n o r -  
m a l  f low of e x p o r t s  f r o m  the Un i t ed  S t a t e s  w i l l  be  d i s c o n t i n u e d  o r  
r e v i e w e d  b e c a u s e  we p r e f e r  to buy in o t h e r  c o u n t r i e s  of the  a r e a .  
Bu t  e v e n  t h e r e ,  n o r m a l l y ,  the s a m e  c o m p a n i e s  a r e  i n v o l v e d ,  bo th  
Un i t ed  S ta t e s  c o m p a n i e s  o r  E u r o p e a n  c o m p a n i e s ,  who do the  p r o -  
duc t i on  and the  e x p o r t .  But  as  a g e n e r a l  c o n c e p t  the Un i t ed  S ta t e s  
G o v e r n m e n t  has  s u p p o r t e d  the  C o m m o n  M a r k e t ,  t ak ing  the  s a m e  
e c o n o m i c - r i s k  f a c t o r  a s  in E u r o p e .  Y o u r  G o v e r n m e n t  wen t  a l o n g  
wi th  the i d e a  r i g h t  f r o m  the b e g i n n i n g  and s u p p o r t e d  i t .  

In the  P u n t a  de l  E s t e  C h a p t e r  of the A l l i a n c e  t h e r e  is  a s p e c i a l  
c h a p t e r  d e d i c a t e d  to e c o n o m i c  i n t e g r a t i o n .  The  s u p p o r t  of a l l  of us  
i s  e x p r e s s e d  in f a v o r  of t h e s e  i d e a s .  T h e r e  a r e  two w a y s  of do ing  
i t ,  a s  I to ld  you ,  one in  C e n t r a l  A m e r i c a ,  w h e r e  f ive  c o u n t r i e s ,  
w h i c h  u s e d  to be a uni t  and w e r e  b o r n  as  a un i t  160 y e a r s  ago and 
t hen  f e l l  a p a r t ,  a r e  t r y i n g  now to c o m e  b a c k  as  an e c o n o m i c  un i t .  
The  r e c e n t  v i s i t  o f  P r e s i d e n t  K e n n e d y  to C o s t a  R i c a  s h o w e d  you  how 
s u c c e s s f u l l y  th i s  whole  b u s i n e s s  i s  go ing .  T h e y  have  t h e i r  own 
s p e c i a l  p r o b l e m s  in  the  f ive  s m a l l  c o u n t r i e s ,  e a c h  one w i th  only  
b e t w e e n  1 and 2 m i l l i o n  peop le .  A l l  the r e s t  of us a r e  in a l a r g e  
a r e a  of n e a r l y  200 m i l l i o n  peop le ,  w i th  a l l  k inds  of n a t i o n a l  p r o b -  
l e m s .  Bo th  have  so f a r  had and e x p e c t  in the  fu tu r e  the  p o l i t i c a l  
s u p p o r t  of the Uni t ed  S t a t e s  and the  t e c h n i c a l  s u p p o r t  and a l s o  the  
g e n e r a l  e c o n o m i c  s u p p o r t ,  so we can  m o v e  a h e a d  as  f a s t  a s  p o s s i -  
b l e .  

Tha t  i s  why the  F r e e  T r a d i n g  A r e a  and the  C e n t r a l  A m e r i c a n  
C o m m o n  M a r k e t  and the  A l l i a n c e  fo r  P r o g r e s s  a r e  t h r e e  p r o g r a m s  
m e r g e d  into  one .  We f e e l  a l w a y s  tha t ,  w h a t e v e r  we a r e  do ing  in  the  
f i e ld  of i n t e r - A m e r i c a n  c o o p e r a t i o n ,  we shou ld  t r y  to do in  the  
s a m e  d i r e c t i o n .  We f e e l  t ha t  m o v i n g  a h e a d  wi th  the i n v e s t m e n t s  
in  ou r  c o u n t r i e s ,  b u i l d i n g  r o a d s ,  b u i l d i n g  p i p e l i n e s ,  b u i l d i n g  
s c h o o l s ,  hav ing  t e a c h e r s  t r a i n e d  to f ight  i l l i t e r a c y ,  a r e  a l l  s m a l l  
p a r t s  of a v a s t  p r o g r a m  to b r i n g  L a t i n  A m e r i c a  into the  20th c e n -  
t u r y ,  o r  to put i t  t h i s  way ,  to l e t  L a t i n  A m e r i c a  j u m p  into  the  20th 
c e n t u r y .  
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Of c o u r s e  you  wi l l  p r e t t y  w e l l  r e a l i z e  when  you  look into  t h e s e  

m a t t e r s  tha t  t h e r e  a r e  v e r y  p rofound  c h a n g e s  go ing  on in L a t i n  
A m e r i c a .  The  r a t e  of i l l i t e r a c y  i s  s h a r p l y  d r o p p i n g  due to the  p r o -  
g r a m s  of e a c h  c o u n t r y  and the  i n t e r - A m e r i c a n  c o o p e r a t i o n  h e l p i n g  
t h e m .  The  r a t e  of m o r t a l i t y  i s  s t i l l  d r o p p i n g .  The  s t a n d a r d  of 
h e a l t h  i s  r a p i d l y  i m p r o v i n g .  The  popu la t ion  is  look ing  fo r  m a n y  
m o r e  jobs  t han  b e f o r e .  The  l a n d - t e n u r e  s y s t e m s  a r e  b e i n g  c h a n g e d  
in  s o m e  c o u n t r i e s ,  w h e r e  n e c e s s a r y .  T h o u s a n d s ,  o r  m i l l i o n s ,  of 
peop le  who did not  pay t a x e s  a few y e a r s  ago a r e  doing so now and 
w i l l  do so in the  f u t u r e .  And they  d o n ' t  l ike  i t .  They  wi l l  oppose  i t .  
O t h e r  hab i t s  a r e  b e i n g  c h a n g e d  a l l  the  t i m e .  T h e r e  is  a l w a y s  r e -  
s i s t e n c e  a g a i n s t  t h i s .  The m o s t  d i f f i cu l t  th ing  to do in p o l i t i c s  i s  
to change  a n o r m a l ,  e s t a b l i s h e d  habi t ,  a s  bad  as  i t  m a y  be .  

We a r e  do ing  a l l  t h i s ,  and,  of c o u r s e ,  in  one way o r  a n o t h e r  
t h i s  c a u s e s  u p h e a v a l s ,  u n s t a b l e  p o l i t i c a l  s i t u a t i o n s ,  p o l i t i c a l  r e -  
a c t i o n s ,  a n t i c l i m a x e s ,  and a l l  t h e s e  t h ings .  We a r e  t r y i n g  to do 
t h i s  in  a f r a m e w o r k ,  as  I to ld  you  f r o m  the  beg inn ing ,  of an e l e c t i o n  
and d e m o c r a c y  on one s ide  and f r e e d o m  f o r  the  i n d i v i d u a l  on the  
o t h e r .  So o u r  p r o b l e m  is  to c o m b i n e  t h e s e  p o l i t i c a l  f a c t o r s  wi th  
e c o n o m i c  p r o g r e s s ,  t r a d e ,  and l a t e r  e c o n o m i c  i n t e g r a t i o n ,  and 
s o c i a l  p r o g r e s s ,  too .  T h e r e  a r e  f ive f a c t o r s  put t o g e t h e r  w h i c h  
w i l l  not  a l w a y s  m a t c h .  S o m e h o w  and s o m e w h e r e  we need  an e s c a p e  
v a l v e  and a po in t  w h e r e  the  p r e s s u r e  g o e s  out .  T h i s  i s  n o r m a l l y  on 
the political side. 

You must expect in the future--and this is my personal feel- 
ing--that the political instability in many of our countries will go 
on, that, because we are doing economic and social progress so 
fas t  in s o m e  of o u r  c o u n t r i e s ,  we m i g h t  f ace  p o l i t i c a l  i n s t a b i l i t y .  
T h i s  i s  not  a f a i l u r e  of the  s y s t e m .  It i s  one of the n o r m a l  c o n -  
s e q u e n c e s  y o u  m i g h t  f a c e ,  and you  m i g h t  e x p e c t .  T h e n  we a l l  have  
to t r y  to w o r k  o u r  f o r m u l a s  and w a y s  and m e a n s  to so lve  th i s  and 
c o n t i n u e  the  p r o c e s s .  

F o r t u n a t e l y  we have  the  OAS, w h i c h  is  an e f f e c t i v e  i n s t i t u t i o n  
to he lp  us  to d e a l  w i t h  m a n y  of ou r  p o l i t i c a l  p r o b l e m s .  P e r h a p s  we 
w i l l  have  to w o r k  out  new i n s t i t u t i o n s ,  n e w  f o r m u l a s ,  and new 
f r a m e w o r k s  w h e r e b y  we can  l e a v e  t h i s  who le  p r o c e s s  w i th in  the  
W e s t e r n  s t a n d a r d s ,  w h e r e  w e  b e l o n g  and wan t  to s t ay ,  and so lve  
s o m e  of the  p o l i t i c a l  p r o b l e m s  our  c o u n t r i e s  a r e  f a c e d  wi th .  

This will be the common endeavor of all of us in the coming i0 
years. 

2 7 3  
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Thank  you  v e r y  m u c h .  

C A P T A I N  BRYCE:  D r .  A l e m a n n  is  r e a d y  f o r  q u e s t i o n s .  

QUESTION: Has  t h e r e  b e e n  any  i m p a c t  on the  e c o n o m i e s  of the  
L a t i n  A m e r i c a n  c o u n t r i e s  as  a r e s u l t  of the i n c r e a s e  in  p r o d u c t i o n  
of co f fee ,  f ru i t ,  and r a w  m a t e r i a l s  in A f r i c a ?  

AMBASSADOR ALEMANN:  T h e r e  has  b e e n ,  i n d e e d .  You know 
how the coffee  b u s i n e s s  i s .  T h e r e  is  a l a r g e  s u r p l u s  of, I g u e s s ,  one 
o r  two y e a r s '  c o n s u m p t i o n ,  in s t o r a g e  now.  The  f ac t  t ha t  the  A f r i c a n  
c o u n t r i e s  a r e  b u i l d i n g  up p r o d u c t i o n ,  of c o u r s e ,  m e a n s  the  r e d u c -  
t i on  of m a r k e t s  fo r  the t r a d i t i o n a l  s u p p l i e r s  in  L a t i n  A m e r i c a ,  
m a i n l y  B r a z i l ,  C o l o m b i a ,  and the C e n t r a l  A m e r i c a s .  The f ac t  
tha t  w o r r i e s  t h e s e  c o u n t r i e s  m o r e  i s  the l ink  of the  A f r i c a n  c o u n -  
t r i e s  wi th  the E u r o p e a n  C o m m o n  M a r k e t  and the  i n s t i t u t i o n a l  f r a m e -  
w o r k  t h r o u g h  w h i c h  it w o r k s .  

It i s  p e r h a p s  not  so m u c h  the t a r i f f  p r e f e r e n c e  w h i c h  the E u r o -  
p e a n s  g r a n t  to the  A f r i c a n  c o u n t r i e s ,  w h i c h  is  not  v e r y  high,  bu t  
the f ac t  tha t  the  E u r o p e a n s  give t h e m  f i n a n c i a l  a s s i s t a n c e ,  i n v e s t -  
m e n t  c o m m i t m e n t s ,  and t e c h n i c a l  a s s i s t a n c e  to d i v e r s i t y  the  e c o n -  
o m i e s  of the A f r i c a n  c o u n t r i e s  and to i n d u c e  t h e m  in  s o m e  c a s e s  to 
g r o w  co t ton .  T h i s ,  f r o m  a L a t i n  A m e r i c a n  s t andpo in t  and f r o m  a 
w o r l d w i d e  s t andpo in t ,  i s  a d i f f i cu l t  p r o b l e m .  I d o n ' t  know how to 
qua l i fy  i t ,  but  when  you  have  two w o r l d  c r o p s  in s t o r a g e ,  i n c r e a s i n g  
the  p r o d u c t i o n  m a k e s  not  m u c h  s e n s e .  We a r e  a l l  w o r k i n g  t o g e t h e r  
w i th  the  s u p p o r t  of the Un i t ed  S ta t e s  to see  tha t  the  E u r o p e a n  c o u n -  
t r i e s  i n c r e a s e  t h e i r  c o n s u m p t i o n  of co f fee .  T h e y  s t i l l  have ,  m a n y  
of t h e m ,  v e r y  h igh  t a x e s  on c o n s u m p t i o n .  You d o n ' t  have  t h e m  in 
the Un i t ed  S t a t e s  and we don ' t  have  t h e m  in A r g e n t i n a .  As a m a t t e r  
of f ac t ,  I th ink  we a r e  the two c o u n t r i e s  w i th  the  m o s t  l i b e r a l  t r e a t -  
m e n t  fo r  co f f ee .  But  m a n y  of the E u r o p e a n  c o u n t r i e s  have  t a x e s - -  
G e r m a n y ,  F r a n c e  and,  I g u e s s ,  I t a ly .  We f e e l  tha t  if  t h e y  r e d u c e  
t h e i r  t a x e s  t h e y  w i l l  i n c r e a s e  the c o n s u m p t i o n  of cof fee ,  and so l e t  
e v e r y b o d y  l ive .  

In the m e a n t i m e ,  as  an  o u t c o m e  of the A l l i a n c e  fo r  P r o g r e s s  
and wi th  the c o m m i t m e n t  of a l l  of us to w o r k  t o g e t h e r  in the  b a s i c -  
c o m m o d i t y  f i e ld ,  we a l l  have  a g r e e d  upon a w o r l d  cof fee  a g r e e m e n t  
w h i c h  b a s i c a l l y  m e a n s  tha t  the p r o d u c i n g  c o u n t r i e s ,  i n c l u d i n g  the  
A f r i c a n s ,  w i l l  r e f r a i n  f r o m  s e l l i n g  o v e r  and above  a c e r t a i n  quota  
tha t  t hey  have ,  and the  i m p o r t i n g  c o u n t r i e s ,  l ike  the Un i t ed  S t a t e s  
and the W e s t e r n  E u r o p e a n s  and A r g e n t i n a ,  w i l l  p rov ide  a c e r t a i n  
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n u m b e r  of s t a t i s t i c s  out  of t h e i r  i m p o r t s ,  so t h a t  a c o n t r o l  c a n  be 
m a d e  t h a t  e a c h  one i s  l i v i n g  up to  i t s  c o m m i t m e n t .  

I t h i n k  t h i s  i s  t he  f i r s t  a p p r o a c h  to t r y  to  so lve  s o m e  p a r t  of 
the  p r o b l e m ,  a l t h o u g h  no t  t he  w h o l e  one .  

QUESTION:  E a c h  t i m e  t h e r e  i s  a p o l i t i c a l  c r i s i s  in  Sou th  
A m e r i c a  the  m i l i t a r y  s e e m s  to  s t e p  in  to  a s s u r e  s t a b i l i t y  o r  e v e n  t o  
r e m o v e  on o c c a s i o n s  the  p o p u l a r l y  e l e c t e d  g o v e r n m e n t .  Wi l l  you  
c o m m e n t  on wha t  the  p r o p e r  r o l e  of the  m i l i t a r y  i s ,  o r  i s  t h e r e  a 
p r o p e r  r o l e  f o r  the  m i l i t a r y  in  Sou th  A m e r i c a  ? 

A M B A S S A D O R  A L E M A N N :  T h i s  i s  w h a t  you  ca l l  a v e r y  i n -  
v o l v e d  q u e s t i o n .  I t ' s  not  v e r y  e a s y  to a n s w e r  in  a v e r y  s h o r t  way .  
T h e r e  i s  a r o l e ,  of c o u r s e ,  f o r  t he  m i l i t a r y  in  L a t i n  A m e r i c a .  In 
m o s t  c o u n t r i e s  t h e y  a r e  the  on ly  e l e m e n t  of  s t a b i l i t y  and c o n t i n u i t y  
and  o r d e r .  T h e y  h a v e  t h e i r  i n s t i t u t i o n s  w h i c h  a r e  o r d e r l y  e s t a b -  
l i s h e d  and c o n t i n u a l l y  w o r k i n g ,  and  in  s o m e  c a s e s  t h e y  avo id  a too  
r a p i d  o r  a too s u b s t a n t i a l  c h a n g e  in  the  p o l i t i c a l  c o n d i t i o n s .  It  i s  
v e r y  d i f f i c u l t  to  s a y  w h e r e  t h i s  r o l e  b e g i n s  and  w h e r e  i t  s t o p s .  

B a s i c a l l y  it  i s  f e l t  a s  of now t h a t  t he  m i l i t a r y  s h o u l d  w o r k  t o -  
g e t h e r  w i t h  the  c i v i l i a n  a u t h o r i t i e s  and  b a c k  t he  c i v i l i a n  a u t h o r i t i e s  
in  t he  f u n d a m e n t a l s  of t h e i r  p r o g r a m ,  say ,  the  C o n s t i t u t i o n ,  and  
a v o i d  any  g o i n g  too  f a r  to  the  l e f t  o r  too  f a r  to  the  r i g h t ,  bu t  no t  to  
r u n  the  g o v e r n m e n t  t h e m s e l v e s .  T h e r e  i s  a f u n d a m e n t a l  d i s t i n c t i o n  
b e t w e e n  r u n n i n g  a g o v e r n m e n t  and  s u p p o r t i n g  a g o v e r n m e n t  in  the  
b a s i c  f i e l d s  of  p o l i c y .  At  l e a s t  we in o u r  c o u n t r y  have  c o m e  p r e t t y  
we l l  to  t h i s  c o n c l u s i o n ,  t h a t  t he  m i l i t a r y  w i l l  s u p p o r t  the  g o v e r n -  
m e n t  a s  l ong  a s  d e m o c r a c y  and  f r e e d o m  a r e  a s s u r e d  and  c e r t a i n  
b a s i c  p o l i c i e s  a r e  f o l l o w e d  and c e r t a i n  o t h e r s  a r e  a v o i d e d .  B a s i -  
c a l l y  it  is  t he  n e g a t i v e  s i d e  w h i c h  t h e y  a r e  a i m i n g  a t - - t o t a l f t a r i a n  
g o v e r n m e n t s ,  to  put  i t  in  t he  c r u d e  f o r m .  T h e y  wi l l  s u p p o r t  t h i s  
t r e n d  b u t  r e f r a i n  f r o m  r u n n i n g  the  c o u n t r y  on the  a d m i n i s t r a t i v e  
s i d e .  T h i s ,  I t h i n k ,  i s  t he  f e e l i n g  w h i c h  h a s  c o m e  out  a f t e r  a long  
e x p e r i e n c e  of a b o u t  30 y e a r s  in  o u r  c o u n t r y .  I c a n ' t  s p e a k  f o r  
o t h e r s .  T h e  m i l i t a r y  had  s t e p p e d  in  in  1930 and  t h e n  d e v e l o p e d  
m o r e  and  m o r e  in to  g o i n g  in to  m a n y  f i e l d s  b o t h  in  the  e c o n o m i c  
and  in the  p u r e l y  p o l i t i c a l  f i e l d s .  A f t e r  a l l  t h a t  p e r i o d  t h e y  a r e  now 
b a c k  to the  po in t  w h e r e  t h e y  f e e l  t h a t  t h e y  s h o u l d  s u p p o r t  a g o v e r n -  
m e n t  bu t  l e t  the  p o l i t i c i a n s  r u n  a s u b s t a n t i a l  a m o u n t  of a c t i v i t i e s .  

QUESTION:  Has  y o u r  o r g a n i z a t i o n  t a k e n  any  s t e p s  to  p r e v e n t  
the  n a t i o n a l i z a t i o n  of p r i v a t e  i n d u s t r y  a s  i t  c o m e s  i n ?  F o r  e x a m p l e  
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t h e r e  w a s  the t e l e p h o n e  c o m p a n y  e x p r o p r i a t i o n  in  B r a z i l .  
s t e p s  b e i n g  t a k e n  to  p r e v e n t  t h i s  f r o m  h a p p e n i n g  a g a i n 7  

A r e  any  

AMBASSADOR ALEMANN: I a s s u m e  you  m e a n  the  F r e e  T r a d e  
A r e a  when  you  say  " y o u r  o r g a n i z a t i o n . "  

STUDENT: The  L a t i n  A m e r i c a n  F r e e  T r a d e  A r e a .  

A M B A S S A I ~  ALEMANN: W e l l ,  no ,  the  F r e e  Trade  A r e a  i s  
no t  c o n c e r n e d  wi th  t h e s e  m a t t e r s  w h i c h  we f e e l  a r e  c o n c e r n s  of the  
n a t i o n a l  g o v e r n m e n t s  and t h e y  should  know how to so lve  t h e s e  p r o b -  
l e m s  a c c o r d i n g  to c o n s t i t u t i o n s ,  p o l i t i c a l  c o n v e n i e n c e s  and  r e l a t i o n s  
w i th  the c o m p a n i e s .  T h i s  i s  a p u r e l y  t r a d i n g  o r g a n i z a t i o n ,  and we 
have  no ph i l o sophy  about  how to r u n  publ ic  u t i l i t i e s .  

QUESTION: I u n d e r s t a n d  tha t  B r a z i l  ha s  had a v e r y  s e r i o u s  
i n f l a t i o n  f o r  s o m e  t i m e .  Can  you  d i s c u s s  w i t h  us the  e f f e c t s  of t h i s  
on y o u r  F r e e  T r a d e  A s s o c i a t i o n ?  

AMBASSADOR ALEMANN: Y e s ,  t ha t  i s  one of the c r u x e s  of 
the  m a t t e r ,  a c t u a l l y .  What  I e x p l a i n e d  to you  b e f o r e  wa~ ~ t r a d i n g  
s y s t e m  by w h i c h  we r e d u c e d  t a r i f f s ,  s u r c h a r g e s ,  l i m i t e d  l i c e n s i n g ,  
and l i m i t e d  o t h e r  t y p e s  of r e s t r i c t i o n s ,  on the a s s u m p t i o n  tha t ,  by  
r e d u c i n g  a l l  t h e s e ,  the  t r a d e  would  f low f r e e l y .  But t h e r e  i s  one 
i t e m  w h i c h  I h a v e n ' t  m e n t i o n e d ,  and w h i c h  you  point  a t .  T h i s  is~.~'T ' 
the  f l u c t u a t i o n  of r a t e s  of e x c h a n g e  as  a c o n s e q u e n c e  of i n f l a t i o n a r y  
e v e n t s  o r  p o l i c i e s  in  c e r t a i n  c o u n t r i e s .  

Th i s  p e r h a p s  d i s r u p t s  t r a d e  m u c h  m o r e  than  a l l  the  o t h e r  e l e -  
m e n t s .  When  you  have ,  to put i t  s i m p l y ,  a c r u z e i r o  at ,  s ay ,  400 
c r u z e i r o s  fo r  a d o l l a r ,  a t  one g iven  m o m e n t ,  and t h e n  you  r e d u c e  
by  a g r e e m e n t  a l l  the  t a r i f f s  and a l l  the  o t h e r  r e s t r i c t i o n s  upon  a 
c e r t a i n  c o m m o d i t y ,  the  e x p o r t e r  in  a n o t h e r  c o u n t r y  can  m a k e  h is  
c a l c u l a t i o n s  in d o l l a r  t e r m s  o r  in  c r u z e i r o  t e r m s  w i t h  t h i s  f ixed  
g iven  r e l a t i o n .  T h e n ,  s u d d e n l y ,  b e c a u s e  of i n t e r n a l  e v e n t s  in  B r a -  
z i l ,  the  c r u z e i r o  r a t e ,  s ay ,  goes  up to 700, and the whole  m a r k e t  
s t r u c t u r e  c h a n g e s ,  b e c a u s e ,  not  so m a n y  people  w i l l  b e  p r e p a r e d  to 
buy  th i s  p r o d u c t  at  700 c r u z e i r o s  fo r  a d o l l a r  a s  at 400 c r u z e i r o s  
f o r  a d o l l a r ,  and the  e f f e c t  on t r a d e  w h i c h  was  e x p e c t e d  w i l l  be  
d i m i n i s h e d  v e r y  l a r g e l y .  

The  s a m e  on the  o t h e r  s i d e - - i f  you  a r e  an e x p o r t e r  in  a c e r t a i n  
c o u n t r y  and y o u  have  a r a t e  of e x c h a n g e  f o r  400, you  m i g h t  s ay ,  
"I  a m  not  ab le  to c o m p e t e  w i th  th i s  c o u n t r y  in  a c e r t a i n  c o m m o d i t y  
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w h i c h  has  b e e n  l i b e r a t e d ,  say,  in  A r g e n t i n a ,  " o r  w h e r e v e r  i t  i s .  
Suddenly  you have  an e x c h a n g e  of 700, and t h e n  you a r e  ab le  to 
c o m p e t e ,  but  you d o n ' t  know fo r  how long,  if  you a r e  not  g iven  a 
c e r t a i n  a m o u n t  of g u a r a n t e e  tha t  th i s  r a t e  w i l l  r e m a i n  s tab le  and 
tha t  y o u r  cos t  in  r e l a t i o n  to th i s  r a t e  wi l l  a l so  r e m a i n  s t ab le .  Tha t  
i s  why in the  long r u n  the  F r e e  T r a d e  A r e a  and l a t e r  the  C o m m o n  
M a r k e t  wi l l  not  be s u c c e s s f u l  ful ly  if  we d o n ' t  at the  s a m e  t i m e  
r e a c h  s t ab le  c u r r e n c i e s  a m o n g  our  c o u n t r i e s .  

The d e v a l u a t i o n s  we a r e  hav ing  in  B r a z i l ,  A r g e n t i n a ,  C o l o m b i a ,  
Ch i l e ,  and o t h e r  c o u n t r i e s  a r e  v e r y  h a r m f u l  to t h i s  whole  p r o c e s s .  
Tha t  i s  why we a r e  g iven  a c e r t a i n  p e r i o d  of t i m e  fo r  a d j u s t m e n t .  
I e x p e c t  tha t  the  t i m e  wi l l  c o m e  in the  n e a r  fu tu re  when  the  L a t i n  
A m e r i c a n  c o u n t r i e s  w i l l  d e a l  wi th  e a c h  o t h e r  in  t e r m s  of in f l a t ion .  
So f a r  i t  has  b e e n  only  the  p o l i t i c a l  f o r c e s  i n s ide  the  c o u n t r i e s ,  the  
I n t e r n a t i o n a l  M o n e t a r y  Fund ,  the  U .S .  T r e a s u r y ,  and the E u r o p e a n s  
who have d e a l t  w i th  the  p r o b l e m .  But  no L a t i n  A m e r i c a n  coun t ry  
ha s  told a n o t h e r  one to r e f r a i n  f r o m  hav ing  in f l a t ion ,  a s  the  E u r o -  
p e a n s ,  for  i n s t a n c e ,  d id  in the  f i f t i e s  a m o n g  t h e m s e l v e s  in the  o r -  
g a n i z a t i o n  of c o o p e r a t i o n  tha t  t h e y  had.  

I e x p e c t  tha t  th i s  w i l l  d e v e l o p  when  m o r e  and m o r e  d i v e r s i f i e d  
t r a d e  h a p p e n s .  It i s ,  i ndeed ,  v e r y  h a r m f u l ,  t h e r e  is  no doubt .  

QUx STION: Sir ,  would you d i s c u s s  the  i m p a c t  on L a t i n  A m e r -  
i ca  of R u s s i a ' s  v e n t u r e  in  Cuba7  

AMBASSADOR ALEMANN: T h i s  i s  a p u r e l y  po l i t i ca l  m a t t e r .  
I would s a y - - a n d  th i s  i s  a p e r s o n a l  a p p r e c i a t i o n - - t h a t  the w e e k  in  
O c t o b e r  a f t e r  the  22d was  r a t h e r  d e c i s i v e  fo r  the fu tu re  of c o m m u -  
n i s m  in La t in  A m e r i c a .  Up to tha t  m o m e n t  F i d e l  C a s t r o  had bu i l t -  
up an i m a g e  in  c e r t a i n  c o u n t r i e s - - n o t  in  o u r s  and not  in  the  s o u t h e r n  
c o u n t r i e s ,  but  a r o u n d  the  C a r i b b e a n - - o f  a l i b e r a t o r .  I doubt  what  
he I i b e r a % e d - - p e r h a p s  the  od ium of w o r k  fo r  h is  peop le .  Anyway,  
he had bu i l t  up th i s  i m a g e ,  and a l so  the  i m a g e  of a m a n  who s tood 
up, a s m a l l  guy,  a g a i n s t  the b ig  guy, the  Uni t ed  S ta tes .  A f t e r  wha t  
h a p p e n e d  in O c t o b e r ,  when  i t  was  p r e t t y  c l e a r  to e v e r y b o d y  tha t  
the  s m a l l  guy was  hand led  by  a n o t h e r  b ig  guy, in R u s s i a ,  he has  
los t  a l m o s t  a l l  of  h is  p r e s t i g e .  

Th i s  i s  one of the v e r y  s i m p l e  p o l i t i c a l  f ac t s  of l ife a l l  a round  
L a t i n  A m e r i c a .  You wi l I  f ind po l i t i c a l  people  f r o m  the r igh t ,  f r o m  
the c e n t e r ,  and f r o m  the  lef t ,  r o m a n t i c s ,  or  r e a l i s t s - - w h a t e v e r  
you l i k e - - b u t  t hey  d i s a p p r o v e  any l ink wi th  a f o r e i g n  power .  They  
d i s a p p r o v e  s o m e  f o r e i g n  p o w e r ' s  hand l ing  of the  b a s i c  a f f a i r s  of a 
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c o u n t r y .  It m i g h t  be B r i t a i n ,  D e G a u l l e ,  the  Uni t ed  S t a t e s ,  Sov ie t  
R u s s i a ,  o r  any o t h e r .  T h i s  i s  b e i n g  d i s a p p r o v e d .  When ,  as  in  
O c t o b e r ,  i t  w a s  shown so c l e a r l y  by K h r u s h c h e v  h i m s e l f  t ha t  he 
hand led  the  b a s i c  d e f e n s e  of Cuba,  and tha t  he was  the  m a n  who 
sa id ,  "I  put in  the  m i s s i l e s ;  I t ake  out the  m i s s i l e s  as  i t  c o r r e -  
sponds  to m y  own c o n v e n i e n c e  and not  tha t  of F i d e l  C a s t r o , "  t h i s  
m a n  lo s t  h i s  b a s i c  a p p e a l  to the  p 0 H t i c i a n s  in  L a t i n  A m e r i c a .  

T h e n  t h e r e  is  a n o t h e r  i n s t a n c e  w h i c h  you  have  to t a k e  in to  a c -  
count .  F o r  m o s t  of the e s t a b l i s h e d  p o l i t i c i a n s  in L a t i n  A m e r i c a ,  
F i d e l  C a s t r o  i s  b a s i c a l l y  an e n e m y ,  b e c a u s e  he t e l l s  t h e m  tha t  he 
i s  go ing  to s end  his  m e n  down f r o m  the A n d e s ,  he s a y s ,  a s  he d id  
i t  f r o m  the  S i e r r a  M a e s t r a ,  to change  t h e s e  e s t a b l i s h e d  p o l i t i c i a n s  
and put h is  m e n  in.  T h e r e  is  no d i s c u s s i o n  about  tha t  point .  

How they  hand le  i t  i s  a d i f f e r e n t  point .  T h e y  m i g h t  hand le  i t  
in  an obl ique  f o r m ,  i n s t e a d  of a f f ron t i ng  h im ,  as  s o m e  do,  b e c a u s e  
t hey  f e e l  t h i s  i s  the b e s t  way  to a p p r o a c h  the p r o b l e m ,  to do i t  s t ep  
by  s t ep  and s l owly .  Some  o t h e r s  do it in  a m o r e  d i r e c t  f o r m  a n d  
a p p r o a c h  i t  b lun t ly ,  as  we m a y  be do ing  i t .  

You have  s e e n  tha t  i n  O c t o b e r  we r e a c h e d  in 24 h o u r s  fu l l  u n a -  
n i m i t y  about  the b a s i c  p r o b l e m  of how to hand le  t h i s  R u s s i a n  t h r e a t  
in the  C a r i b b e a n .  We got  what  nobody e x p e c t e d - - 2 0  v o t e s  fo r  i t  
w i th in  24 h o u r s ,  e v e n  l e s s ,  wi th in  15 h o u r s .  I d o n ' t  t h ink  tha t  t h i s  
has  happened  e v e r  b e f o r e  in o u r  c o m m o n  h i s t o r y .  I r e m e m b e r  
when  we got the  u n a n i m i t y ,  i t  was  l a r g e l y  e l a b o r a t e d .  M o s t l y  we 
d i d n ' t  ge t  u n a n i m i t y ;  we got  a qua l i f i ed  m a j o r i t y ,  w h i c h  w a s  the  
n o r m a l  way  of o p e r a t i n g  wi th in  a body  of so m a n y  c o u n t r i e s .  

T h i s  showed  you  how s t r o n g  the  f e e l i n g  of d a n g e r  i s  and how 
s t r o n g l y  we s tood t o g e t h e r .  I e x p e c t  tha t  the  e f f e c t s  of t h i s  in  the  
f u t u r e  wi l l  be f e l t  o v e r  m a n y ,  m a n y  y e a r s ,  a l t h o u g h  we m i g h t  go on 
q u a r r e l i n g  about  c e r t a i n  i s s u e s  and on how to handle  th i s  p a r t i c u l a r  
i s s u e  and  how to go on wi th  the o t h e r  one .  T h i s  i s  n o r m a l  a m o n g  

f r e e  c o u n t r i e s .  

But ,  by and l a r g e ,  i t  i s  m y  f ee l i ng ,  and i t  i s  s h a r e d  w i th  m a n y  
o t h e r s ,  tha t  the  c a u s e  of c o m m u n i s m  has  s u f f e r e d  a t e r r i b l e  d e t e -  
r i o r a t i o n  a f t e r  the  e v e n t s  of O c t o b e r  l a s t .  

QUESTION: S i r ,  in r e g a r d  to y o u r  l a s t  a n s w e r ,  wou ld  you  give  
us  the  L a t i n  A m e r i c a n  v i ew on the deba t e  in  the  Uni t ed  S ta t e s  about  
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o u r  h a v i n g  v e r y  s p e c i f i c  r e q u i r e m e n t s  a s  a q u i d  p r o  quo  f o r  t h e  a i d  
w e  g i v e  on  h o w  t h e  c o u n t r i e s  r u n  t h e i r  i n t e r n a l  a f f a i r s  ? 

A M B A S S A D O R  A L E M A N N :  In  g e n e r a l  we d o n ' t  l i k e  p e o p l e  to  
t e l l  u s  h o w  we  s h a l l  r u n  o u r  i n t e r n a l  a f f a i r s .  T h i s  i s  n a t u r a l .  N o -  
b o d y  l i k e s  t h a t .  We go  a l o n g  w i t h  t h e  n e e d  f o r  c e r t a i n  r e f o r m s .  
We  a r e  d o i n g  i t .  S o m e t i m e s  i t  i s  d i f f i c u l t  to  p r e p a r e  t h e  r e f o r m ,  
t o  a d o p t  t h e  r e f o r m  to  t h e  n e e d s  of  o u r  c o u n t r y ,  a n d  to  p u s h  i t  
t h r o u g h  C o n g r e s s .  T h i s  w i l l  c a u s e  a s o r t  o f  f e e l i n g  of  f r u s t r a t i o n  
o v e r  t h e  10 c o m i n g  y e a r s ,  b e c a u s e  in  e a c h  c o u n t r y  t h e  p o l i t i c a l  
p r o b l e m s  a r e  d i f f e r e n t ,  a n d  i n  s o m e  of  t h e m  t h e r e  a r e  r e s i s t i n g  
f o r c e s  w h i c h  w e a k e n  t h e  p r o g r a m s  o r  w a t e r  t h e m  d o w n .  T h i s  i s  
n o r m a l .  

B y  a n d  l a r g e  w e  h a v e  b e e n  f e e l i n g  t h a t  we  s h o u l d  d o  r e f o r m s ,  
a n d  we  a r e  d o i n g  t h e m .  If  y o u  w o u l d  l i k e  t o  go  i n t o  t h e  l i s t  o f  r e -  
f o r m s ,  t h e r e  a r e  r a t h e r  i m p r e s s i v e  o n e s  s o  f a r ,  a l t h o u g h  t h e r e  
a r e  s h o r t c o m i n g s .  

B u t ,  on  t h e  o t h e r  s i d e ,  t h e r e  i s  a s t r o n g  f e e l i n g  in  L a t i n  A m e r -  
i c a  t h a t  t o o  m a n y  s t r i n g s  a r e  a t t a c h e d  to  t h e  a i d .  N o t  o n l y  m i g h t  
t h e  U n i t e d  S t a t e s  s a y ,  " W e l l ,  I a m  n o t  g o i n g  t o  g i v e  a n y  a s s i s t a n c e ,  
e i t h e r  t e c h n i c a l  o r  m o n e y w i s e ,  b e f o r e  c e r t a i n  r e f o r m s  a r e  c o m -  
p l e t e d ,  " b u t  a l s o  we f e e l  t h a t  w h e n  a l l  t h i s  i s  c o m p l e t e d  y o u  s t i l l  
h a v e  o t h e r  s t r i n g s .  Y o u  h a v e  t h e  t i g h t - m o n e y  p o l i c y ,  f o r  i n s t a n c e ,  
w h i c h  r e q u i r e s  a t r e m e n d o u s  a m o u n t  o f  b u r e a u c r a t i c  f o r m a l i t y  f o r  
a l l  o f  u s .  I t  i s  v e r y  c o m p l e x  to  f u l f i l l ,  j u s t  b e c a u s e  y o u  h a v e  C o n -  
g r e s s  w a t c h i n g  o v e r  y o u r  d o l l a r  s i t u a t i o n .  We f e e l  t h i s  i s  n o t  o u r  
p r o b l e m ,  i t ' s  y o u r s .  

In  o u r  c a s e ,  f o r  i n s t a n c e ,  we h a v e  a d e f i c i t  i n  o u r  t r a d e  w i t h  
t h e  U n i t e d  S t a t e s .  We e x p o r t  f o r  $100  m i l l i o n  a n d  w e  i m p o r t  f o r  
$400  m i l l i o n - - a b o u t  t h a t .  So we  f e e l  t h a t  t h e r e  i s  no  d o l l a r  p r o b l e m .  
W h a t e v e r  w e  g e t  i n  a i d  f r o m  y o u  we  s p e n d  h e r e .  

A n y  a d d i t i o n a l  f o r m a l i t i e s  we  h a v e  to  f u l f i l l  a r e  j u s t  a n n o y i n g  
to  e v e r y b o d y .  We h a v e  b e e n  m a k i n g  a s u b s t a n t i a l  e f f o r t  i n  l i b e r -  
a t i n g  o u r  e c o n o m y  f r o m  a l l  t h e s e  f o r m a l i t i e s  a n d  b u r e a u c r a t i c  
l i n k s ,  a n d  s o  o n .  N o w  s u d d e n l y  w e  r e a l i z e  t h a t  we  h a v e  t o  r e i m -  
p o s e  t h e m ,  j u s t  to  f u l f i l l  a c o m m i t m e n t  y o u r  o r g a n i z a t i o n  h a s  w i t h  
y o u r  C o n g r e s s .  T h i s  c a u s e s  p r o b l e m s .  We u n d e r s t a n d  t h e m ,  o f  
c o u r s e .  We  u n d e r s t a n d  w h y  t h e y  a r e .  B u t  s o m e  p e o p l e  i n  o u r  
c o u n t r y  d o n ' t  a n d  e s p e c i a l l y  t h e y  d o n ' t  u n d e r s t a n d  w h e n  i t  t a k e s  so  
i o n g  u n t i l  t h e  w h o l e  p r o c e s s  i s  c o m p l e t e d  b e c a u s e  of  y o u r  i n t e r n a l ,  
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b u r e a u c r a t i c  p r o b l e m s .  T h i s  c a u s e s  r e a c t i o n s ,  t h e r e  is  no doubt .  
P e o p l e  get  f r u s t r a t e d  w o n d e r i n g  why  the a id  i s  not  c o m i n g  and  a s k -  
ing,  "Why d o e s  i t  t ake  s ix  m o n t h s  b e f o r e  a c e r t a i n  a id  p r o j e c t  i s  
c o m p l e t e d ,  w h e n  the  p r o b l e m  i s  so s i m p l e  7"  

In o t h e r  c a s e s  we a r e  r e s p o n s i b l e  f o r  i t ,  b e c a u s e  we  d o n ' t  
p r o d u c e  the  c o r r e c t  p a p e r s  o r  we don ' t  c o m p l e t e  the f e a s i b i l i t y  
s t u d i e s  in due t i m e .  Al l  t h i s  c r e a t e s  a c e r t a i n  p r o b l e m  of a d j u s t -  
m e n t .  Wel l ,  we have  to w o r k  a l l  t o g e t h e r .  I have  s e e n  m y  f r i e n d s  
in  the  State  D e p a r t m e n t  and the A l l i a n c e  who a r e  m a k i n g  a l l  the  
b e s t  e f f o r t s  to fu l f i l l  t h e i r  d i f f i cu l t  p o s i t i o n  in b e t w e e n  the  C o n g r e s s ,  
publ ic  op in ion  h e r e  and t h e r e ,  and o u r  d e m a n d s .  

QUESTION: M r .  A m b a s s a d o r ,  would  you  d i s c u s s  how the  L a t i n  
A m e r i c a n  c o u n t r i e s  can  a t t r a c t  l a r g e  a m o u n t s  of p r i v a t e  c a p i t a l ,  
e i t h e r  i n t e r n a l  o r  e x t e r n a l ,  w h e r e  you  c o n t i n u e  to have  the  p o l i t i c a l  
i n s t a b i l i t y  t ha t  y o u  say  wi l l  go on fo r  the  nex t  10 y e a r s .  

AMBASSADOR ALEMANN:  T h a t ' s  one of the p r o b l e m s .  I 
d o n ' t  t h ink  you  have  a m a g i c  f o r m u l a  f o r  tha t .  You  have  to w o r k  
on the  p r o b l e m  t h r o u g h  v e r y  d i f f e r e n t  c h a n n e l s ,  and you  w i l l  have  
d i f f e r e n t  r e s u l t s  a c c o r d i n g  to e a c h  c a s e .  

As a m a t t e r  of f ac t ,  f i g u r e s  a r e  m i s l e a d i n g .  We a r e  a t t r a c t -  
ing  a t r e m e n d o u s  a m o u n t  of m o n e y  e v e n  w i th  p o l i t i c a l  i n s t a b i l i t y ,  
t h e r e  i s  no doubt ,  on ly  the  i n v e s t m e n t  i s  not  go ing ,  as  i t  u s e d  to ,  
in to  publ ic  u t i l i t i e s ,  and,  say ,  the o i l  i n d u s t r y ,  w h e r e  t h e r e  i s  a 
b i g  i n v e s t m e n t  p r o c e s s  due  to c e r t a i n  f a c t o r s  in V e n e z u e l a .  But  
i t  goes  now m a i n l y  into  m a n u f a c t u r i n g .  T h i s  i s  a new f ie ld  w h e r e  
A m e r i c a n  and E u r o p e a n  i n v e s t m e n t s  a r e  go ing  in .  It g o e s  into  
c e r t a i n  s e r v i c e s ,  and  into  t e c h n i c a l  f i e l d s ,  and  a l s o  in s h o r t - t e r m  
m o n e y .  We have  b e e n  a t t r a c t i n g  o v e r  the  l a s t  y e a r s  a lot  of m o n e y  
in  t h e s e  f i e l d s ,  if you  b r e a k  down the  whole  f i g u r e s .  

Now, the newspapers are giving you misleading figures again. 
They tell you on the one side that there is a net reverse flow of 
capital from Latin America. If you look into the figures you wiU 
see that this is solely due to the fact that the oil capital invested 
in Venezuela withdrew some $150 million or so last year. This is 
a one-shot operation and very special and localized for certain 
special reasons. On the other side you have large amounts of 
capital diversified and adding up small amounts into the manufactur- 
ing industry, which is the most dynamic terms of development. Then 
you have the short-term fluctuations of capital, the so-caUed hot 
money, which flows from New York, Switzerland, and Europe into 
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and  out of L a t i n  A m e r i c a ,  the  who le  t i m e ,  a c c o r d i n g  to how the  
s i t u a t i o n  i s  go ing .  T h i s  i s  a l s o  v e r y  m u c h  m i s l e a d i n g .  T h e n  y o u  
have  lo t s  of l e n d i n g  m o n e y  w h i c h  is  b e i n g  r e p a i d .  When  we r e p a y  
o u r  m o n e y  peop le  s a y  we have  a f l igh t  of c a p i t a l .  In o u r  c o u n t r y  
we  have  r e p a i d  l a s t  y e a r ,  w h e n  we had p o l i t i c a l  t r o u b l e s ,  a lot  of 
m o n e y ,  a t r e m e n d o u s  a m o u n t  of m o n e y ,  and t h e n  when  you  saw the 
s t a t i s t i c s  you  saw t h a t  t h e r e  w a s  a f l igh t  of c a p i t a l  out of A r g e n t i n a .  
I t  w a s n ' t .  We w e r e  r e p a y i n g  o u r  deb t .  So f a r  b e c a u s e  we h a v e n ' t  
s e t t l e d  down no new,  f r e s h ,  s h o r t - t e r m  m o n e y  i s  c o m i n g  in,  o r  
on ly  a l i t t l e .  T h i s  we a r e  o v e r c o m i n g  now and we wi l l  so lve  i t  
a g a i n .  

I wou ld  s a y  t h e r e  a r e  two o r  t h r e e  t h i n g s  w h i c h  we shou ld  do,  
a n y w a y .  We shou ld  so lve  the  s i t ua t i on  of i n f l a t i on .  T h i s  i s  b a s i c ,  
and  I g u e s s  we  w i l l  do i t  o v e r  a coup le  of y e a r s ,  o r  a c e r t a i n  n u m -  
b e r  of y e a r s .  We c a n ' t  do i t  o n e - s h o t .  We should  g r a n t  the  i n v e s t -  
ing  c a p i t a l ,  bo th  n a t i o n a l  and f o r e i g n ,  on an e q u a l  foo t ing ,  c e r t a i n  
t ax  i n c e n t i v e s .  Many  of us  a r e  do ing  i t .  We should  g r a n t  t h e m  a 
c l i m a t e  in w h i c h  t h e y  can  w o r k  t o g e t h e r  w i th  o t h e r s  t h r o u g h  l a w s  
and  p o l i t i c a l  s y s t e m s  w h e r e  t h e y  w i l l  f e e l  a t  h o m e .  T h e n  we shou ld ,  
I th ink ,  e n t e r  in to  i n v e s t m e n t - g u a r a n t e e  p r o g r a m s  wh ich ,  f o r  the  
p s y c h o l o g i c a l  point  of v i e w ,  f r o m  the  Un i t ed  S t a t e s  a r e  v e r y  i m p o r -  
t an t  now,  a s  t h e y  w e r e  a f t e r  the  w a r  when  no U . S .  i n v e s t o r  w a n t e d  
to  i n v e s t  m o n e y  in E u r o p e  b e c a u s e  the  R u s s i a n s  w e r e  j u s t  t h e r e .  
A f t e r  f ive  o r  s ix  y e a r s  t h e y  o v e r c a m e  t h e i r  f e a r  and i n v e s t e d  f r e e l y ,  
w i thou t  ar~y i n v e s t m e n t - g u a r a n t e e  p r o g r a m  going  t h e r e  now,  

I have  the  f e e l i n g  t ha t  the  s a m e  t h i n g  w i l l  happen  in  L a t i n  
A m e r i c a  in  5 o r  10 y e a r s ,  w h e n  t h e y  o v e r c o m e  the  a c t u a l  f e a r  
w h i c h  i s  due  m a i n l y  to C a s t r o .  

T h e s e  t h r e e  t h i n g s  I t h ink  we shou ld  do,  and we a r e  w o r k i n g  on 
t h e m ,  c a s e  by  c a s e .  You can  s tudy  i t  c o u n t r y  by c o u n t r y  and see  
how i t  i s  m o v i n g .  E v e n t u a l l y  a b e t t e r  a ' ~ l o s p h e r e  w i l l  be  d e v e l o p e d ,  
a s  i t  ha s  b e e n  in  the  l a s t  y e a r ,  w h e n  we had so m a n y  g l o o m y  p o l i t -  
i c a l  s i t u a t i o n s  in  m o s t  of o u r  c o u n t r i e s .  

I t h ink  in L a t i n  A m e r i c a  t he  w h o l e  p o l i t i c a l  p i c t u r e  i s  l a r g e l y  
d e t e r m i n e d  b y  t h e  two b ig  c o u n t r i e s ,  B r a z i l  and  A r g e n t i n a .  If t h e s e  
two r e g a i n  a f e e l i n g  of p o l i t i c a l  s t a b i l i t y  and  w o r k  t o w a r d  f i n a n c i a l  
s t a b i l i t y ,  the  who le  p i c t u r e  a g a i n  in the  a r e a  w i l l  c h a n g e  v e r y  r a p -  
i d l y .  T h i s  can  happen  in  a s h o r t  t i m e .  
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QUESTION: S i r ,  p r e v i o u s  s p e a k e r s  have  d i s c u s s e d  w i th  us  

the  a d v a n t a g e s  and d i s a d v a n t a g e s  of a c o u n t r y  r e c e i v i n g  a id  t h r o u g h  
a b i l a t e r a l  a g r e e m e n t  o r  t h r o u g h  an i n t e r n a t i o n a l  o r g a n i z a t i o n ,  s u c h  
as  the  U . N .  Wi l l  you  give us  y o u r  c o m m e n t s  on w h e t h e r  y o u r  c o u n -  
t r y  f inds  i t  m o r e  d e s i r a b l e  to  ge t  aid f r o m  an i n t e r n a t i o n a l  o r g a n i -  
z a t i o n  o r  t h r o u g h  a b i l a t e r a l  a g r e e m e n t  ? 

AMBASSADOR ALEMANN- I th ink  bo th  w a y s  a r e  good.  F o r  
m a n y  c a s e s  m u l t i l a t e r a l  o r g a n i z a t i o n s  a r e  b e t t e r .  If you  go fo r  
p r i v a t e  i n v e s t m e n t ,  f o r  i n s t a n c e ,  in i n d u s t r i e s ,  I th ink  tha t  the  
m u l t i l a t e r a l  o r g a n i z a t i o n s  a r e  b e t t e r ,  s u c h  as  the  W o r l d  Bank ,  the  
I n t e r n a t i o n a l  F i n a n c e  C o r p o r a t i o n ,  w h i c h  i s  an  a f f i l i a t e  of the W o r l d  
Bank ,  and,  e s p e c i a l l y  fo r  us ,  the I n t e r - A m e r i c a n  D e v e l o p m e n t  
Bank ,  w h i c h  i s  p a r t i c u l a r l y  su i t ed  fo r  the  p r o b l e m s  of p r i v a t e  i n -  
v e s t m e n t  in L a t i n  A m e r i c a  and fo r  a s s i s t i n g  t h e m  in t h e i r  f e a s i b i l -  
i ty  s t u d i e s  and c a p i t a l  n e e d s .  

Now, if you go in to  the  o t h e r  type of l end ing ,  w h e r e  l a r g e  
a m o u n t s  of m o n e y  a r e  invo lved ,  say ,  f o r  b ig ,  publ ic  u t i l i t i e s ,  and 
c e r t a i n  b a s i c  i n d u s t r i e s ,  s o m e t i m e s  you  need  s e v e r a l  a g e n c i e s  b e -  
c a u s e  the a m o u n t s  i n v o l v e d  a r e  so l a r g e .  T h e n  the  m u l t i l a t e r a l  
o r g a n i z a t i o n s  would  not  be  p r e p a r e d  to go in e x c e p t  w i th  the  po l i t i -  
c a l  b a c k i n g  of U . S .  a g e n c i e s  and E u r o p e a n  ones ,  w h i c h  a r e  b i l a t e r -  
a l .  T h e n  you can  c o m b i n e  t h e m .  

In some other cases it is necessary, for political reasons, 
that you act bilaterally with a country. So I would say that you 
need both, according to the merits of each. That, I think, will go 
on in the future. 

QUESTION: Sir, this is a rather broad question. Could you 
clarify for us the Peronistic problem in Argentina? 

AMBASSADOR ALEMANN:  Th i s  i s  a r a t h e r  b r o a d  q u e s t i o n .  I 
a g r e e  wi th  you .  We had 15 y e a r s  ago a p o l i t i c a l  m o v e m e n t  in  ou r  
c o u n t r y  w h i c h  was  d i r e c t l y  s p o n s o r e d  by m i l i t a r y  g o v e r n m e n t  and 
a m i l i t a r y  m a n ,  J u a n  Domingo  P e r o n .  He got the s u p p o r t  of the  
m a s s e s  t h r o u g h  d e m a g o g i c  g i m m i c k s .  He gave  t h e m  wage  i n -  
c r e a s e s .  He o r g a n i z e d  t h e m  in un ions .  He d e s t r o y e d  the f o r m e r  
u n i o n s  and gave  the new un ions  h is  c h a r t e r s  and put h i s  peop le  in ,  
and t h e n  he g r a n t e d  t h e m  o v e r  the y e a r s  i n c r e a s e s  in w a g e s  and 
s a l a r i e s .  He f i n a n c e d  th i s  t h r o u g h  ju s t  m a n i p u l a t i o n .  He r e d u c e d  
the w o r k i n g  h o u r s .  He g r a n t e d  t h e m  a l l  k inds  of f r i n g e  b e n e f i t s  and 
i m p r o v e d  t h e i r  r e l a t i v e  pos i t i on  in the s o c i e t y  v e r y  m u c h .  
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B u t  a l s o ,  a t  t h e  s a m e  t i m e ,  i n  t w o  y e a r s ,  he  e s t a b l i s h e d  a 

b a s i s  f o r  t h e  r u i n  o f  t h e  c o u n t r y .  In  t h e s e  t w o  y e a r s  he  s e t  u p  a 
s y s t e m  t h r o u g h  w h i c h  t h e  b a s i c  i n v e s t m e n t  w a s  n o t  d o n e  a n y  m o r e  
e i t h e r  i n  h i g h w a y s ,  i n  p o w e r ,  i n  o i l ,  i n  s t e e l ,  o r  in  o t h e r  b a s i c  
i n d u s t r i e s .  A l l  t h e  s e r v i c e s  u p o n  w h i c h  t h e  r e s t  of  t he  e c o n o m y  
w a s  b u i l t - u p  w e r e  d e t e r i o r a t i n g  s l o w l y .  He n a t i o n a l i z e d  a l l  t h e  
u t i l i t i e s ,  e i t h e r  b u y i n g  t h e m  o u t  o r  e x p r o p r i a t i n g  t h e m .  M o s t l y  he  
b o u g h t  t h e m  o u t  a t  a v e r y  h i g h  p r i ¢ e .  T h e n  he  f i l l e d  t h e m  up  w i t h  
l o t s  of  w o r k e r s  w h o m  he  a t t r a c t e d  f r o m  t h e  c o u n t r y s i d e .  He g a v e  
t h e m  b e t t e r  w a g e s ,  b e t t e r  c o n d i t i o n s ,  a n d  r u l i n g s  w i t h  f e a t h e r b e d -  
d i n g  a n d  a l l  t h e s e  t h i n g s .  A n d  t h e  s e r v i c e s  d e t e r i o r a t e d  a l l  t h e  
t i m e .  B u t  t h e s e  p e o p l e  f e l t  v e r y  w e l l .  T h e r e  i s  no d o u b t  a b o u t  t h a t .  
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W h e n  he  f i n a l l y  w a s  o v e r t h r o w n  b e c a u s e  he  had  r e s t r i c t e d  o u r  
f r e e d o m  s o  m u c h  t h a t  we  c o u l d n ' t  s t a n d  i t  a n y  m o r e - - a n d  we d i d  i t  
b y  o u r s e l v e s - - t h e  c o n d i t i o n  of  t he  c o u n t r y  w a s  a v e r y  c u r i o u s  a n d  
p a r a d o x i c  o n e .  A p p a r e n t l y  we  s t i l l  w e r e  l i v i n g  in  t h e  s a m e  s i t u a -  
t i o n  a s  b e f o r e .  N o b o d y  c o u l d  s e e  t h e  r e a l  d e t e r i o r a t i o n  b e h i n d  t h e  
w a l l s .  E s p e c i a l l y  t h e  w o r k e r s  c o u l d n ' t  s e e  i t ,  b e c a u s e  t h e y  w e r e  
d o i n g  f i n e .  

o n  t h e  o t h e r  s i d e ,  t h o s e  w h o  k n e w  a b o u t  e c o n o m i c s  a n d  p o l i t i c s  
r e a l i z e d  h o w  l a r g e  t h e  d a m a g e  w a s .  E v e r  s i n c e  we h a v e  b e e n  t r y -  
i n g  t o  r e d r e s s  t h e  s i t u a t i o n ,  w h e r e  i t  h a d  t o  b e  r e d r e s s e d .  We 
s t a r t e d  to  b u i l d  r o a d s ,  a n d  t a x e d  t h e  p e o p l e  to  b u i l d  t h e  r o a d s ,  l i ke  
it  i s  d o n e  in  s o  m a n y  o t h e r  c o u n t r i e s .  We b u i l t  a s t e e l  m i l l  w i t h  
T r e a s u r y  f u n d s  b e c a u s e  no  p r i v a t e  c a p i t a l  w a s  a v a i l a b l e  a t  t h a t  
Lime.  We a r e  h a v i n g  i t  n o w .  We a t t r a c t e d  m a i n l y  A m e r i c a n  c a p -  
ira1 w i t h  r i s k  i n  t h e  o i l  i n d u s t r y ,  r e v e r s i n g  a n  o l d  p o l i c y  of  P e r o n .  
We d e n a t i o n a l i z e d  w a y  o v e r  50 i n d u s t r i e s  o r  e n t i t i e s .  We p r i -  
v a t i z e d  t h e  w h o l e  b u s  s y s t e m  i n  B u e n o s  A i r e s  C i t y .  I t  i s  a f i n e  
s y s t e m  n o w .  T h i s  m e a n t  a r e d u c t i o n  of  m a n p o w e r  b y  a b o u t  h a l f .  
We e l i m i n a t e d  a l l  t h e  c o n t r o l s  o f  f o r e i g n  t r a d e  w h i c h  P e r o n  h a d  
e s t a b l i s h e d .  T h e  e f f e c t  of  t h i s  w a s  a n  i n c r e a s e  i n  p r o d u c t i v i t y ,  a 
s h a r p  i n c r e a s e  i n  p r o d u c t i v i t y ,  i n  m a n y  i n d u s t r i e s ,  i n  m a n y  l a r g e ,  
s u b s t a n t i a l  i n d u s t r i e s .  T a k e  o n l y  t h e  m e a t  p a c k i n g  h o u s e s ,  w h i c h  
~re o n e  of  o u r  b a s i c  i n d u s t r i e s .  T h r o u g h  t h i s  s y s t e m  of  c o m p e t i -  
: ion t h e y  h a d  to  r e d u c e  a n u m b e r  of  p e o p l e  t h e r e ,  b e c a u s e  o t h e r w i s e  
:hey c o u l d n ' t  c o m p e t e  a n y  m o r e ,  e i t h e r  a m o n g  t h e m s e l v e s  o r  w i t h  
o r e i g n  m a r k e t s .  

T h i s  w a s ,  o f  c o u r s e ,  a c h a n g e ,  c o m p a r e d  w i t h  p r e v i o u s  s i t u a -  
i o n s .  We r e d u c e d  t h e  n u m b e r  o f  w o r k e r s  i n  t h e  r a i l r o a d s .  I w i l l  
~,ive y o u  a n  e x a m p l e .  W h e n  P e r o n  t o o k  t h e m  o v e r  f r o m  t h e  B r i t i s h  
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and paid t h e m  a v e r y  g e n e r o u s  p r i c e  fo r  t h e m  in 1948, t h e y  had 
140,000 people .  Our  s y s t e m  is  the  s ix th  l a r g e s t  in  the w o r l d .  In 
1958, as  a c o n s e q u e n c e  of the  f e a t h e r b e d d i n g  r u l e s  he had e s t a b -  
l i s h e d  t h e r e i n ,  t h e y  had 220 ,000  peop le .  But  the f r e i g h t s  had c o m e  
down to o n e - t h i r d .  So the  r e s t  you can  i m a g i n e - - j u s t  add ing  up, o r  
b e t t e r ,  s u b t r a c t i n g .  Now we have r e d u c e d  th i s  by  75 ,000  or  80 ,000  
peop le  b a c k  to the  f o r m e r  s t a n d a r d .  But  s t i l l  the  s e r v i c e  i s  bad.  
We have  to keep  going.  We have  c l o s e d  down t r a c k s .  We have  
p r i v a t i z e d  the r e s t a u r a n t s  and c l o s e d  down the  w o r k i n g  shops  and 
e v e r y t h i n g  e l s e .  

Al l  th i s  i s  f a r  f r o m  popula r ,  t h e r e  i s  no doubt .  But  t h e s e  a r e  
the  k inds  of s t r u c t u r a l  r e f o r m s  wh ich  a r e  n e c e s s a r y  in  ou r  coun -  
t r y - - n o t  in  o t h e r s  but  in o u r s .  Then  we have done so m a n y  th ings  
in  th i s  d i r e c t i o n .  

But ,  of c o u r s e ,  the  people  who w e r e  i nvo lved  in  th i s ,  the  
w o r k e r s ,  the  t r a d e  union  l e a d e r s ,  f e e l  tha t  t hey  a r e  w o r s e  off now 
than  they  w e r e  b e f o r e .  I don ' t  th ink  they  a r e  w o r s e  off, b e c a u s e  
they  have b e t t e r  s e r v i c e s  now. They  a r e  s e e i n g  i t  r i g h t  now.  T h e y  
have  m o r e  f r e e d o m  and a lot  of o t h e r  f a c i l i t i e s .  

But  f r o m  the p o l i t i c a l  point  of v i ew  t h e y  s t i l l  f e e l  i t .  F i f t e e n  
y e a r s  ago, when  P e r o n  was  in  power ,  t hey  w e r e  r u n n i n g  the  coun -  
t r y .  Th is  f e e l i n g  i s  v e r y  d i f f icu l t  to o v e r c o m e .  It t a k e s  t i m e ,  
p a t i e n c e ,  w o r k i n g  out new f o r m u l a s ,  and adap t ing  to new s y s t e m s .  

On the  o t h e r  s ide ,  we b e l i e v e  in  d e m o c r a c y .  T h i s  i s  ou r  old 
t r a d i t i o n .  Our  C o n s t i t u t i o n  d a t e s  b a c k  to 1853 and was  i n s p i r e d  by 
y o u r s .  It i s  the only one in  L a t i n  A m e r i c a  tha t  old.  P e r o n  changed  
i t  j u s t  to be  in the  p o s i t i o n  of b e i n g  r e e l e c t e d .  The  Cons t i t u t i on  
v e r y  w i s e l y  p r o v i d e s  fo r  only  one p e r i o d  and t h e n  a wa i t i ng  p e r i o d  
b e f o r e  a n o t h e r  one,  b e f o r e  the  s a m e  m a n  can  be r e e l e c t e d .  P e r o n  
was  r a t h e r  anxious  to get  on a l l  the t i m e ,  so he changed  the  C o n -  
s t i tu t ion ,  and he had the  m a j o r i t y  at tha t  t i m e .  We r e v e r s e d  tha t  
and c a m e  b a c k  to our  old t r a d i t i o n .  

Our  p r o b l e m  i s  how to i n c o r p o r a t e  t h i s ,  say,  30 p e r c e n t - - 3 0  
to 35 p e r c e n t - - o f  o l d t i m e r s ,  wh ich  i s  hal f  of what  he u sed  to have 
in h is  b e s t  t i m e s ,  into a d e m o c r a c y ,  how to have t h e m  r e s p e c t  the  
r i g h t s  of o t h e r s ,  the f r e e d o m s  of the peop le ,  and w o r k  t o g e t h e r  
wi th  e v e r y b o d y  fo r  the good of the coun t ry .  Some of t h e s e  peop le  
a r e  r a t h e r  v io l en t .  T h e y  c l a i m  and say pub l i c ly  that ,  i f  t hey  e v e r  
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c o m e  b a c k ,  t h e y  w i l l  s h o o t  t h e  o t h e r s .  N o b o d y  w i l l  l e t  c o m e  i n t o  
p o w e r  s o m e b o d y  w h o  i s  g o i n g  t o  k i l l  y o u .  I t ' s  a v e r y  s i m p l e  s t a t e -  
m e n t .  

S o m e  o t h e r s  h a v e  s o m e  w a y  l e a r n e d  a l e s s o n .  T h e y  k n o w  w h a t  
i t  m e a n s .  I ' I1  g i v e  y o u  o n e  e x a m p l e ,  i n  q u o t i n g  p u b l i c  s t a t e m e n t s .  
W h e n  P e r o n  w a s  in  p o w e r  he  t o o k  o v e r  " L a  P r e n s a ,  " one  of  o u r  
l e a d i n g  n e w s p a p e r s  a n d  a v e r y  w e l l - k n o w n  one  a l l  a r o u n d  t h e  w o r l d .  
I t  w a s  a f i n e  n e w s p a p e r .  He t o o k  i t  o v e r  b e c a u s e  i t w a s  o p p o s e d  to  
h i s  p o l i c i e s .  He  g a v e  i t  to  t h e  t r a d e  u n i o n  a s  t h e i r  n e w s p a p e r .  
A f t e r  t h e  R e v o l u t i o n  i t  w a s  r e t u r n e d  to  t h e  o w n e r .  E v e r  s i n c e  i t  
h a s  b e e n  i n  h i s  h a n d s ,  a n d  he  h a s  b e e n  f r e e  to  c r i t i c i z e  t h e  d i f f e r -  
e n t  g o v e r n m e n t s  we  h a v e  h a d  in  t h e  l a s t  y e a r s ,  and  he h a s  v e r y  
s h a r p l y  c r i t i c i z e d ,  a n d  s t i l l  d o e s .  

W h e n  n e w s m e n  a s k  t h e  P e r o n i s t  l e a d e r s  of  n o w ,  " W h a t  w o u l d  
y o u  do  i f  y o u  c o m e  b a c k  to  p o w e r ,  w i t h  L a  P r e n s a  ?" - - t h i s  i s  o n e  
o f  t h e  i s s u e s - - t h e y  s a y ,  "We w i l l  t a k e  i t  o v e r  i m m e d i a t e l y  a g a i n ,  " 
s o m e  of  t h e m .  O t h e r s  s a y ,  " N o ,  we h a v e  l e a r n e d  a l e s s o n .  We 
w o u l d n ' t  d o  t h a t .  We w o u l d  l e a v e  i t  a s  i t  i s .  " I t h i n k  b o t h  of  t h e m  
a r e  s i n c e r e .  

T h i s  s h o w s  y o u  how d i f f i c u l t  o u r  p r o b l e m  i s ,  in  A r g e n t i n a .  
T h i s  i s  n o t  t h e  p r o b l e m  o f  o t h e r  L a t i n  A m e r i c a n  c o u n t r i e s .  H o w  
t o  d e a l  w i t h  t h i s  i s  t h e  p r o b l e m ,  h o w  to  g e t  t h e m  b a c k  i n t o  t h e  
d e m o c r a c y ,  h o w  to  h a v e  t h e m  w o r k  t o g e t h e r  w i t h  t h e  o t h e r  p o l i t i -  
c a l  p a r t i e s ,  s l o w l y ,  s o  t h a t  t h e y  c a n  p a r t i c i p a t e  i n  p o w e r  a n d  w o r k  
o n  c o m m o n  s o l u t i o n s  f o r  t h e  f u t u r e ,  w i t h o u t  e n d a n g e r i n g  t h e  b a s i c  
f r e e d o m s  a n d  w i t h o u t  t h e  t h r e a t  of  a c i v i l  w a r .  

T h i s  i s  w h y  we  h a d  s o  m a n y  p r o b l e m s  in  t h e  p a s t .  A n d  we  m a y  
h a v e  t h e m  i n  t h e  f u t u r e ,  u n t i l  we  r e a c h  t h e  m o m e n t  w h e r e  w e  h a v e  
a s o l u t i o n  a n d  w e  c a n  go on .  

I h o p e  t h i s  a n s w e r s  y o u r  q u e s t i o n .  
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