
THE AR}~ INDU~fRIAL COLLEGE 
~shlncton, D. C. 

Course 1938-1939 

J 

THE OUTLOOK IN THE L~TIq~-~[E~IC/d T COUNTRI~ 
by 

Dr. Alexa~dGr V. Dye, Cor~crclal Attache, 
/~uerlcan Fmb~s~y in London 

~arch Sl, 1939. 

AIG 202(~/i0/39) S~ 



THE 01ZfL00K IN THE L%TIN-ANER!CAN C01?NTRIES 

Gentlemen I ~m very happy to be w~th you th~s mornmng. I 
want to talk about ~ron~s, primarily, of trade w~th Lstmn-Amor~ca 
as a whole th~s mornmng. Now, to speak of Latin-America as a 
whole and to generalmze about mt ~s dmff~cult and dangerous from 
the standpoznt of clarity, because before I start general~zmng 
about mt I ~ant to Say this--that those of you who want to study 
Lat~n-Amcr~ca--well~ the very fzrst thmng you have got to do ~s to 
d±vmde the problem of Laths-America, from a trade or any other 
standoolnt, "up ~nto Z0 problems, because there are twenty repub- 
lmcs that compose Latin-America. The countrmes that l~e south of 
~he Rmo Grande are all so different s~nd so mndmvmdual ~n their 
characteristics that not many teneral~t~es apply. There ~s, to 
my m~nd, as much d~ffereLce, for ~nstance, between ~[ex~co and Ar- 
gentina as there ~s between Hexmco and France, ~nd some of the 
other countrmes are as ~mdoly d~Iferent from each other as the 
eotmtrmes of Europe, so that we can only take ±n general~tmes up 
to a certain extent. 

Lat~n-~ermca comprzses all of that part of the Western 
Hemisphere, roughly, whmch l~es south of the southern border of 
the United States. I¢ l~es almost entirely ~n the tropical or 
subtropical area, ~¢~th the except±on of the northern part of 
~ex~co, which ~s armd, and most of the Ropublmc of Argen~mna, 
whmch lmes beyond the tropical oelt mo a mn the Southern Temperate 
Zone, and a few narrow valleys mn Cbmlo ~hzch run up and do~vn. 

Now, the trade of Lat!n-~orlca comprlses about 7 to 8% of 
the world's t~aae. Thai is one~olnt that you can generally f!x 
In your memory It s~!ngs from 5~ to 8% on thelr ~mport trade and 
on the ~xport trade it s~Ings oot~een 6~ and 9% of the ~orld's trade, 
so t1~at, roughly spoaklng, you can say that Latln-Amerlca does 
about 8% of the world's internatlonsl trade. Now, 60% of the 
trade of Lat!n-f~,ler!ca ms done wlbh throe nations that wo can oall 
"The Big Throe." Those are the Unlted Stutos, T~¢ Unlted K~ngdom, 
and Germany. W!th those ~hroe countrlos the trade, roughly, mS 30% 
wlth the Un~_ted Sta~es, 20% wlth the Unlted I{!ngdom, and 8 to ~0% 
wlth Gormanj. Then, you saT, what haopens to the other 40% ~ ~fell, 
of the other ¢0% there ms no natlon that does more than 5%, only two 
of them theft do between 4 and 5~ o! thelr export trade--t~o se]l- 
ing trade, and on the buglng slde, whcl~ they buy from, there ms 
only one other nat~on that does over 5% ~nd all the rest do loss 
than Z%, so that you will see the gloat prodomlnance In Lst~n- 
Amorlcan trade of what we mlght call 'The Big Three', the Unmted 
States, the United K~ngtlo~, ~ and Go~mal~y. 

Now, take thls ch~rt flrst Thls ~s tltloa ~Trona of Ex- 
ports of Latln-Amorlc~ wlth tko Unltcd States, the Dn!ted Kingdom, 



and Gorm~ny. Now this trend moans thc±r exports be the Unmtod 
States, the UnmLed K~ngdom, and Germany and thms ~s the record of 
tDo last 28 yo~rs from 1910 to 1937 ~nc~us~ve. Thms top ~mguro ms 
the curve of what Latmn-Amer~ca exported to all the world. The 
percentage fmgu~os on ~h(. s!dc are zero, 10, 20, 50, 40, 50~ and 60, 
and those at the bottom are the years, 1910, 1], 1Z on up to 1937. 
You w~ll note mn 1910 the United States purchased of Lat±n-Amormcan 
exports, as you w~ll sos, aoout 33% and thaL run clang untml during 
the war ~t reached ~ts peak zn 191V ~Jhen we took 515~ of everything 
thut Lat_~n-~er~ca sold to the world. F~om that t~me, es you can 
see, the cur~o hos soon gradually doppmng dm~n. I don't moan our 
trade has boon drop~!n$. I mean that tnc 2~rcont-b_9_ of th~ngs that 
w~ tel_~o from Latmn-f~or~ca hcs soon reduced. Of course, ~n 1925 
and 19~6 whom thms curve w~s dropping, the percentage ~us dropping 
but o~ toads vas ~ncross!ng tremendously during those years. Our 
percentage or 9rooort~on roac~cd ~ts io~ parent ~n 19Z5, ~hon ~t bc- 
g~an to come up. It c~c ~p Dnt~l ~n 1936 and @rapped agamn a l~ttlo 
• n 1937 and mt ~s prob~bl~ that thst curve ~n 1938 ~s dm~n ~ust a 
lmttlo marc then ~hat but 9_oo~bly not qumta so occontuotoa. That 
sh~s our pumchasos from .at~n-~%~o~zcm. Do~ the L%~ztod Lzngdom, 
~h~Ch moans C-re t Br~tm n-- Enol~nd--you ~oo ~noro that cL~r~o ~s, 
They started in 19!0 ~bh uoout 20~ ana thc~ h~vo oot6ht wh~ t thoy 
could. They ~ncro~scd ~t up to ~bout 25% ~n ic~17 but r~ght after 
the war mt @rapped cud h~ ~c~n up ~nd do~n and ot tho cud of 28 
yocrs--ovcn 39 veers, o~ c~o zn 1938 tnc curve ~oul# probab!v come 

l~tblc lo~er--~ ~ould be ~ l~ttlo labour then ~hon t~oy starto~ 
~8 yours ago. ~o~ Germany's cu~v~ started ~n ~th a l!ttlo ovo~ 10%. 
Of course, durmng the ~ar st ~ oz~t do~m ~ntzl mt ~o~t out of o_ght 
and there uro no stctmstmcs ~nd a~porantly no trudo ~utzl 1919 when 
~t began ~o co~e up qG~!n. It e~ up tu~t~l !9~V, ~hon ~t re ~ chad 
mts peak pr~or ~o the depression ±n 1952. It has boon ~aduully 
coi~ng u~ s~nco ~nd the [ncr~nso ~s orobably st~ll on the upcurve 
for purchaso~ from L~tmn-Am~c~mc~. 

That Is the pmctttro of th< buylnc sldo of L~t:n-Amorlca's ex- 
ports. No~;, Thrt about the ~ios to Lztln-~m~ormca? Lore is tno 
pmcturo ov<r h~o of sales to Latln-~ormca or the ramparts of L~tln- 
Amcrmca fror~ the Unmt~d Singes, the Upmtod I[mnGdom -nd Gorn~nny. In 
1910 ~o sold oout 22% of 3vcrythl-.~5 tn~ Latln-~Icrmca bought from 
ebro~d. Durii~% the ~r l~cn thuy ~cre cut off from ~uroFo it ~o~t 
u~ unt!l ~6 fur-~sf, od -QOU~ 55%. ,~ftor that it drooped until 1927. 
Fron ~1 cro, llkm~mso, tnu curve has Do~n fencr~liv dropping Th.ro 
~rs ~ she~2 atop b(~ ~J~u 1920 na 1922, then it c~nu up ~ l~ttlc sit 
and drlftcd ~long untll 193V, £ou see, rue lo~ po!nt ~s in 195S. 

S!nco then sea ~ pro~ortlo_~ of s los In LcT!n-Am~rmcs haa boon Going 
up. Thct ~s, ~ c ~ro oott±rg a l~rGor porcont~&o of ~n~t they buy 
from abroad. TD< U,~mtoa K~_utdom has boon st<" dzly Zozn5 do~mhmll 
Of course it droppo~--tqog a~_on'~ ooli much dur~n6 the ,~ar ~nd they 
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have never recovered the tr~do--aovcr gotten back to the hmgh 
level before the ~urop~an War. It n~s boon, gonorolly spo~k~ng, 
aown, but ~t ro~chod ~ts h~ghcst post wur percentage st the t~me 
who~ everybody ~rs dovn. Their percentage v~os ~bout the h~ghcst 
of recent yc ~rs ~n 195~ and 19~5. S~ncc then ~t has ooon dovmhmll. 
Now the Gcrmcn export curve looks vczy much l~ko the ~mport curve. 
Her sales to Lat~n-Amerzcs fell off ~o nothing at all durmng the 
war. In 1919 she stcrtcd buys_rig and sellang. She sold mncross~ng- 
ly until 19B~ and mt ~s rqther remarkable no~ for about ten years, 
192% to 1952, Gcr~qny has furnmshed 3us~ about an oven 10% of cvcry- 
thm~g L~t~n-~nuoraca bou~ht from aeneid unb~l 195~ and 195A when she 
began to put ~n her bqfter system of compensation. Then ~t startcd 
to go up mn 195&, 19~5, 19Z6 and 19Z? and the cttrvo ~s stall up mn 
1958. Now ~t ~s qu~te obvious ~zhoso trade Gcrmsny ~s bating ~nto 
~n Latmn-Amcrmca. It zs qumto obwous that ~t ms not affecting 
American trade ~o much ~s zt ~s Bz±tmsh trade. There ~s the curve-- 
~here as the Dzcturc rmght there on those two curves. 

Now, ~hat happened in 1938, to b~!ng it right ~own to date ~ 
In 1938 on the buying slde ~hat ald these ~'i~Ig Three' do for Lat!n- 
A~erica~ Jell, 1938 was a bad year. Take the top one, ourselves, 
who are the bag fello~--~e leduced our Im~orts from Latln-Amerlca 
nearly 33%. The Unated Kangdom ~educed her purchases 28%. Ger- 
many reduced her purchases from Latln-Ameraca ~½ or 5%. Now that 
as the p~cture of the "Big Three. ~' e don't kno~ vet what bhe 
other fellows, the llttle fello~s ~nat m~ke up the ~0% dld, but we 
assume they reduced thelr purchases lake~]se. We know, for mnstsnce 
that Italy reduced her purchases J tom Latan-Amerlca 55% and we as- 
sume that the others dad l!kewlse. It ~on't change the general 
91cture. The general p!cture ms that the world generally reduced 
purchases from Latln-ILmeraca ~aterlally last year. bhen they re- 
duced thelr purchases t~ey coule nsturally expect to reduce their 
sales. What happens or th~s curve, the sales of the ~TBlg Three ~' 
to Lat~n-Az~er±ca ~ We reduced our sales 1~%. Great Brltaln re- 
ducea hers 15 and Germany reduced hers ~-~o, so that they all sold 
less and bought less. (l~ow wlth regard to Ger~,ny, thms should be 
samd--that that fmgure I have given Is taken from the German statls- 
tzcs ~ud ~s mn Remchsmarks. Now the busmness ~as not all done mn 
Ro~chsmarks but partly mn Ask~ Marks, through barter and compensa- 
taon arrangeraents. Generally speakmng, I don't know ~fyou know how 
that svstcn ~orks, b~t ~t was in yesterday's paper very clearly set 
forth ~n She announcement of the zmposmng of Countorvamlmng Dut~es~. 

The example g~ven ~s e very famr example of how the b~rter system 
works. For mnstance, say ~n Germany they buy from the Unmted 
States a thousand dollars ~,~orth of cotton. The importer ~n Ger- 
many pays for thet cotton not a thot~sand dollars, whmch ~s ~ho 
~.~afkot price, but there as Z3 1/3% a@dod to at, so that he pays 
@l,SSZ.O0 for that cotton. But ~l~e m~rks ~n exchange for that 
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@1,Z33.00 are put ~n a specmal acco~mt ~n the bank and they can 
be used only for sales to the Dn~ted States. Then when there ~s 
an export of say cameras to the Unmted States they take that~833 00 
~hmch ~as added to the prmce and gmve mt to the expozter sO that 
~e can reduce the przce of cameras by $333.00 or one-thmrd so bhat 
he can ~mdersell the market to th~s country on German exports and 
our mrports, l'hat is the general way the Ask~marks or compensation 
arrangement works .  

Now It isn't ai~ys 33 i/~%. In Latmn-~huermca we have no ac- 
curate statmstmcs, but ~ust from t~avel~ng up and down the coast 
and from our reports we know that mt roughly varies from 10% to as 
h~gh as 30 or 40% but I believe the oulk of mt ms done around l0 or 
15% mncrease over the price of the world market for exports huto 
Germany or a corresponding reduct~ou In the world price for the 
th~nss they sell. ~ow ~f ~t ~ere possible to correct those fmgures 
accurately of German exoorts and ~mports, of the loss of trade by 
g~vmng the real value at wh~ ch the goods were actually bought and 
sold, ~t ~s probaoly that the reductmon mn the volume of goods which 
move would aoproxmmately be about the same as the other two members 
of tha ~B~g Tltree". It would probably be reletmvely about 15% on 
the sellmng smde and some~here about 25 or 30% on the buymng smde, 
so that the &eneral pmcture of Latmn-Amerzca shows that last year 
v~s a bad year fo~ trade. 

Now, we hear a great aeal about Germany tsklng the Latmn-l~erm- 
can market. Uell, the facts are that noDoo.3 won last year !~ Latmn- 
A~ormoa. ~e all lost. By 'we' I mean the rest of the ~or!d, the 
"Big Three' parbmcular!y, i~one of them mnere_~sed t lclr sales or pur- 
chases. The trade w~as less both In buylng and sellmng, so the ques- 
tmon ms as to who lost the most. l~ow, the mndmcatmons are, as far as 
we can Sot them up to the present time, that the Uqlted Kingdom lost 
more of the Lat!n-Amorlcan trade then e~ther one of the other two 
"Beg Throe", and that we lost a lmttle more than Gernmny and that 
C crmany lost the least of all. As I sald, it ms a lmttlo dlffmcult 
to goneralmzo all over Latmn-Amcrmca because in some countrmos we 
sold mere and lost less. Uur rolatmve posmtmon ~ms mmproved at the 
end of the year. In other count~mcs our cond]tlon v~ss a great deal 
wolso, - in ~[ox]co, for ~xamplo. So that the posmtmon ms not alarm- 
mng. And this ms also true, tl~at when you consmder the fact that 
the whole system of barter and compemsatlon u.ldoubtedly works better 
on a fallmng market than it eoos on a rmsmng market, t hero ms some 
quostmon mn ott~ mlnds as to ~hethor mt well work at all on a rmslng 
r~urket, partmcu±arlg on a fast rlslng market. Take the ca~e of a 
man who exports cacao mn Ecuador. Say ho ms offered market prmce 
plus 10% provldod he ~;lll tle those mcrkcts up for 3 n~onths and well 
buy German goods at a roductmon i~l the prmce--epparentlj at the tmmo, 
but he has to wamt for three months ooforo he can get hms money. 
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He ms likely to hesitate if the market ~s r~slng because zt ~s 
a gamble as to ~hcther mt w~ll r~so over 10% before he ~lll get 
h~s money or ~hothor ne had better wamt and sell at the v~orld's 
~mrket, whmch mmght be above that. It ms not an attractive pro- 
pos~tmon and might be a real loss on a r~smng ~arkot. We have, 
unfortunately, yet to see what wall happen ~n a general way of 
r±smng world prospermty, because ~e haven't had it yet, but mf 
we get ~t, then ~o can tell ho~ that system ~ll work on such a 
r~s~ng tmde. 

That is geners~lly the posltlon w!th regard to our trade in 
Latln-Amormca. Now, I would llke to omphaslzo agaln what I sald 
at the beglnn!ng--thst Latmn-f~mormca llos practmcally ontlrely ~n 
the troplcs. The thmngs that she exports are foodstuffs, prmmarm- 
ly, of course, coffee, cacao, sugar, bananas, troplcal foodstuffs. 
There are some mmnorals, but the nlnerals, of course, are not de- 
pendent on the fac~ that they ~ re In the troplcs. In Norther~ 
~,Icxlco you h~ve copper, gold and s±!vcr. In Chile, nltratos and 
coppers. In 3razll r~nganese. That !s z~bout all of the maln 
ones. On the tenperato zone slde, there agaln you h~ve qumte an 
ontlroly dlffe~ont plcture. A~gontmna ~s really a questmon to be 
considered ~stmer asma~ from the general questzon of Lat~n-Amermca 
because Argontmna ms mn the temperate zone. She has a patch of 
land roughly 500 m~les long and 500 m~les ~do, a rough oval, ~vhmch 
ms very franc agrzcultttral country and raises the some products 
that we do aud which sells prmm~mly to a European raarkct and l~os 
out of the trop~ccl zone. Our b~s mmports from there ~h~ch must 
be consmdorod from a sts, ndpo~nt of trade are, mn the f~rst place, 
probably lmnsoed, whmch ~s necosscry for paznt ~d h~dos, wool, 
quebracho extract and canned moats. ~o produce lmuseed but we 
don't proauce r~ore ~han about half what we need, so we have to ~m- 
port roughly cbout 50% of our needs, l%w the rest of Latzn-Amermcs 
proaucos th~ng, that ~$e can use. For mnstanco, ~hcre are some 
~h~ngs that are very n~ce but don't bnlk largo ~n commerce, such 
as qumn~ne, which comes from that region, and other ~ncr~Is--man- 
gcnose, ~d~mch forms co~nmerczally and at present c very small per- 
centage of our m~ports, most of our ~mports, of coo~so, eommng 
from Southern Russia, but mn tame of stress mt mmght bc desirable. 

Now, ~hat about the posslbllltlos of ralslng ruober in any 
parts of that reglon~ It can be done but ~ot cor:aerclally. So 
far it !s not commerclally i osslble, although ~Lr. Ford is maklng 
an effort ~rhlch is still In the experlmental stage of rzmsmng rub- 
ber commercmally. I mlght say that mn 1926, when Lr. Hoover got 
a bill through Congress when me was Secretary of Con~uerce to see 
what could be done about securmng supplles of lubber mn the ~est- 
ern Hemmsphere, several of us who w~re then cormnercmal attaches 
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headed exper~ental expedlt~ons in batir-~aerica for t~at purpose. 
i headed an e~pedltlon into the tropical end of ~,ex~co, dov~n in 
Yucatan, Cn~_~pas, and Cs~apeche and that section f~om Lexlco City 
south, and ss far as my oxpedlt~on ~,~s concerned, I found that 
w~tnln tLat re~ ion along ~n ~ea that !±es aoou~ 1~alf ~y do~wn the 
very southern end of hex~co, you could reuse all the rubber that 
the UnTted ~ o~ate~ woula b~ llkolj to need mn the uext half century, 
if ~zou cot~l@ do it co~erclally, but you can't. Ore ~thlng that 

blocked it ~s the prlco of laoor. It ~vas ~ust double ~hat ~t was 
in the ~alay ren~nsula. The ~ndustmy was not developed and ~t v~as 
net a co~m~orci~l pro~osltmon, out as fal as nature ;a~ concerned, 
the rubbo~ trees ~cro cro~ns there. I ~ent up the river into the 
~nterlor of CL,_apas and found a beautiful p!~utatlon there wh~-ch 
• ~as taken ove~ oy Firestone ~d operotod for a while, so that ~t 
ms perfectl~ ~ ~ f~r c~ s Lblo as as n~tu~e ~s concernea to raise all 
the rubber t ~t ~o ~oula n~ed ~n ~t ~rca a~no, not to speak of 
all the vest ~oos th tllo to t~o so,sin of t~s ~n tropmcal Latln- 
~orlca. T~cro ms tbls ~so bh~t ~mght co s~d. Tho ~rop!csl part 
of the earth ~ss never o~n r~uch developed, never b~en much inhao~ted 
by the ~n!te m~ or by c~_~lllzed man for one reason--because it has 
not been healthfuJ ~s an~ ~ of you i~o~ the ~hlng that we fzght 
against ~ the tro~_cs As uot ¢leath out ±~fe. Tbe~e ~s too much 
congeals!on ~!tn ot~ter f ~ms of imfe, partlcular~y b~c~erlal and 
insect llfe. ~e have to f~ght acalnst the deb~htnt±ng irfiuence 
of ~eat, but ~tb the comblu~±oz~ o~ cor~nutic tlon, of chemistry, 
of roads, ~ud psrt~cul~r3j of ~ofr~ceratmon, mt ms robaol~ that 
the t~me ~s now about to ~rr~ve w~en ~t wi!,_ be t~me for eiVlilZU- 
ti~,n to ,~ove !n on the troo~cs and occuov it. 

Now ¢~re have a sts1~e in Lst~n-~erlca, ~n in~ostr, lont of roughly 
two and a h~!f b!!lion do!l~rs. T1~t t~o Jne h~If ol!l!on dol- 
lars has boou znvestcd ~n cn imorovoz~ent of the eeo~o~Ic coudltmons 
of the co~ry. Foreign ±nvestments flrst oosa~ ~t~ the Sp~nlards 
~ho devolo~ca minos, ~st~ncm~s ud ~gr~c~itu~G. Then c~me the BrT_- 
tlsh, v~ho do~ololod relJ~a~s ~rd ~!nos. ~o c~_mo z~ nth po~er 
plants to do~lop eloct~ .c J~j~t ~n~s and factories. G norally, 

all the voo~ ~nd woo of ocononlc development in L~tmn-Amor~ca has 
bo~n done by ~he folo!cn~r. Tn~ foreigners hove invested ~holr 
~oalth ~n ~ndusti~" i econor~Ic ~C~iVltles. They now o~zn that devo- 
lo~mont ~hlch con~_st~ of ~ ~ ~hothcr the t~ l~rgor ~dustr~os. 
L~tmn-Amor!c n--the n_tmvo will t ~ke o~cr nd develop th~so indus- 
tr±os on ~ femr bcsLm of comp nm tlon ms p~rt of the problem which 
lmcs before us. 

Q. ~ould you c~ro to speak -~t ~!! ebout thls no~ ~rczllian 
Trsdo Treaty ~ 

A. Jo!!, i think the ±acts ~r ~ k~IOval ~uud that the only thing 
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I could s~v about it is that, as I u~der~tand rot, the Export-Import 
Ban~ ha% allotted a c~edmt of ~19,200,000, whmch ~_s to be applmed 
to the unfre~z~nc of the p~esent accounts whmch are mn Brazil and 
which shall be used bo buy e%change to further our exports, ~n the 
sense that mt w~ll aSlow the expomtors wDo have sold be Brazml and 
not been able to get themr money out (due to the ~nabm]~ty to pur- 
chase exchange.) That zs all that has been done at the present 
t~me. There ms a proposal to place ~50,000,000 ~n gold at the d~s- 
posal of the Central Bank of BraZe], but ~h~ch, I understand, w-ll 
requmre leg~slatmve action. Now, that ~s practically ~he third un- 
freezing arrangement which has been done. It is an ~nvestment ~n 
Brazil. It ~s an extension of cre~ which ~ll doubtless help our 
commerce. That d~ops ~nto the broad ~en~ral question which you men- 
~oned a while ass a~ to our ~nvestn~nts ~u Latln-Amorlca, It ~s ~D- 
creasmng them ana ~t wmll undoubtedly be one of the ~ oat !nterest~ng 
problems of t~e futd2o as to ho~;~ f r we can Increase o~r mnvostments 
~n Latm~-~nuer~c~ v ~th profmt to our%el ~es. 

Q. What are th~ Import, nt ~_tcms ~bmch are o-~portod from the 
United States to Latzn~A~,~or]ca~ 

A. ~ell, they cover almost the entire gamut of ov~ry~h!ng t~at 
~c produce, but Doncr~lly sfoaki~q~, ~ho mo=t !mp~rt~nt thlngs are 
probab]g asrlcultaral ~lac ~Inory, ~Lutomotlvos, und b~ autotuotlvos I 
mean not only oass~ngor car~ and trucks, but also ~ntcrnal oombus- 
t~_on bl~ctors and ro~dmakln& mochLnory. Generally speaklng, indus- 
trlal machinery comes flrst, and then in the next llne probably 
como~ petroleum products an~ to, tiles, fooastuffs and thou a wlao 
range of nearly everything that ~e manufacture, Th1~ general trend 
can bc obsorvod-tlu~t ~¢huroas 20 or 50 yo~ rs ago w~ exported artlclos 
for !~odlnte consumpblon, what ~r~ known as constu;Lors coeds,--for 
!nstanco, w~ used to export large quantities ef ca_nEed salmon, we 
even oxporvod rlcc a1~d frults of v~r]ous klnds--no~, generally speak- 
lag, ¢~e olport the m~chlncry to produce 5sods, what ~ve cal] producer 
goods. They have oxt<~ollshod ~ithln a hlgh t~Imff wall ~n most coun- 
tries, factor~e~ which prod~c~ the goods tha¢ formerly ~,~ore ~hoortod. 
For masteries, co~ns back fur enough mn regard to }~oxmco, w~ used to 
oxpo~t s good many boots ~d shoes, L~ export sccrcoly any at all 
~ow. TD~ hsvc ox~abl~shod f[ctorzos mn ~!oxmco, but we do export 
shoe machm~c~v. Io cxnort most of the off,co equmpmen~ and the pay- 
roll ost~blmshod ~ncblss trio employees to buy many ~_ngs, from type- 
writers to smlk stockmngs, from the Unmted States. That ~s th~ gene- 
ral t~ond all through Lot~n-Am~r~ca. In Argout~n wc usca to 0xport 
cotton p~eco goods. T~ey estoblzshcd cotton ~,~lls ~n Arscnt~na and 
then we exported cotton yarn. Then we lost the cotton yarn busmne~s, 
fzzst to th~ United Kingdom ~nd then to Itoly because el a cheaper 
price. Now ~o oxoort toxb~lo machinery, larcoly, and so ~t goes all 
do~a throuzh the l~nc, They are qr~doall ~ a(~clopz~g f~ctor~os. Uc 



used to export a great quantzty of med]cznal and ph~r~ceutlcal 
p~oducts. No~¢ we mostly export the formulas and the money and 
thoy~nnufact~re them do~m there. You fmnd practmc lly all the 
cosmctzcs end phaz~acout~cals ar~ manufacture~ in Arcent~na from 
formulas. We ~sod to export t~ros to Argentina, but t~ Amerzcan 
companies put zn ~ f~cbory down there and n~ ~e export ccr~amn 
raw ~terzals and the tzre-makzng raachznery but no lon~ or export 
tzres. Our exports ere constantly changing zn character from ~,hat 
we c ~ll consumer go~ds to producer gee@s, but the total volume zs 
zncreaszng and our expo~cnco h~s been wmth all countrmos that tDo 
fact that ~e c~mgo zn that character doesn't moau that we are 
loszng trade. Offhand you would s'g that as they mam~acture more 
and more Of these goods zn themr o~ zndustry that ~,e wo~la cease 
to export, but that zs not the cesc an~ mt ~s not ~o for proved 
the case zn the nzstozy of the wozld. For instcnce, our greatest 
customers ~ro tAo Unztod Kzngdom ",nd Canada, ~o ~ro also our 
greatest co~potmtors an~ greatest manufacturers. Before abnormal 
condztzons sroso, Germany ~ s our next bzg~ost customer and one 
of our bm~gost oompotztors. Ib has uot been pzovon at all that 
as manufacturing zncroases trade wzll decrease but Just the oppo- 
site--It ~zll ~ncrease. 

Q. Could you tall us what Japan buys and sells to South 
Amcrlca? 

A. Ya~m buys the'same thmngs pretty much that she buys from 
the United States, except zn v~ry loss quontmtles. Japan ouys r~w 
cotton and hzdos and wool, oce~szon~lly copper, and troFzcsi fruzts, 
and exports to Lat~n-Amerzca the ~ome thmngs that she exports here-- 
large quantztzes of small manufactured artmcles such as are sold 
here. The turnover zs small but zt conszsts of a great varzety of 
mndmvldua! ~rtzclQs. You know what zs sold zn thls country. They 
are mostly small manufactured srtmc!es. We do have 6 good deal of 
com4?et~t!on'zn cortazn small ar~zc!es. For znstance, thzngs Lke 
zzppers, whzch ~e used to export. As a matter of fact, they got 
the idea and now bhey are manufacturing those Imttle artmcles and 
exportlng them to that cotmtry. As I recall, the total trade of 
Japan on the buymng ~zde last yeaz was about 2.9%, a lzttle less 
than 3% of all Latln-~Cermc~ sold abroad--that is zn 1937, and 
sold ebout 1~% or 1.6%, 16ss than 2% of ~hat Latln-Amerzca bought 
abroed. In other words, the trade of Latmn-Amermca wlth Japan ms 
so small co~o~rod to the other larger natzons that mt ms no% very 
serlou~ a~ yet. It zs true that zn 1956 her trade Ircreased con- 
sldcrably, but it dzdn't zncresse much zn 1937 and hasn't zncreas- 
od at all mn ]958. Of course, Japan's total fozomgn trade drooped 
off very badly the l~tber half of 1937 and ~ll tnrou~l 1938 because 
of, shall we call zt, the dlffzculty mn Chzna. 

Azc so2( /lo/39) 8h 
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Ale  neer 

Q Dr, D~j have you any information as %0 how much 8ermany might 

have inve~t~d in Latin Amerlea, as ~o~:par~ w~h two and a half billlon 

the~ United States has? 

A I don~% ~sm~mher that fi&~a~e Off-hand, We could give it to 

you ever in the Bureau of Fare~n and Domestic Commerce, I% is less 

than we h~ve invested I am quits sur~. Great Britain has nearly the 

sam~, bu~ C~rmauy is nmch less~ 
÷ 

Q Along that same iine~ if their ~u~estmsnt Is so much smaller 

down there won't that =~ive them i little a4vantage on %his Board 

propos~tlon situa%ion~ ~at they c~a afford to come in on that basls, 

fly-by-night trade? In your opinion~ ~ould that gi%~ them a distinct 

advantage? 

A It might EAVe them an adva~t~% b~% I den't se~ that that 

is really very~vi%al to the q~eStion be~m/se the Board's system, when 
\ 

you boil it dow~ %o the last analysis, is very simple, It consists in 

taking ~h~ Fene~Ai %sxp~yers' m~ney and giving it to the exporter as a 

bonus so that he san export below th~ world market. As long as their 

foreign trade is not toe big and as long as they have reasonable ~_ncome, 

any nation can ke~p ~ that up indefinitely, as lone as the tam2ayers will 

sta~d for ~t, And apparently the taxpayers in Germany an9 goin~ to 

\ 
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stand for it for sometime, That Is the situa%ion~ but it xs not 

economical and i5 Just depends on the r~latlve proport~ons~ If their 

export trade gets too big, on %ha~ basis it is going to bankrupt the 

na~ion~ but that i-s net likely sO far as th~ German export trade is 

really very small, I don't know that it is generally known, but Oemmny 

is importing more than she ~s exporting at the present time, We exported 

a li~t!e over twice to Germany as we Imported last year, so that we sell 

much more th~n we buy. Therefore, her efforts to increase her export 

trade are not liMeiy %0 be very serious, beoause one of two things in 

hhe !on~ run is b~und to haV@en~ assmmisg~ and I do think it ~s a fair 

assumption~ that Germany ~o~Id afford to |~ep up that bounty on export 

trade for an indefinite tim~ Nevertheless, s~me day the taxpayers are 

go~n~ to ~et ~ired ~f that and say th~% ~t ~sn ~t falr~ %o pay out of 

~ereral tam~s Just to export ~ certain ~l~ss of export. 

Q To Wh~t do you attribut~ the losi~ export trade of the United 

Kingdom? Does that date baok to their policy Of proteetion or somethi~ 

. mere functional than tha~? ~ 

A I sttrlbute it to the hi~her.,~s% of preduetion ~oming mor~ 

directly into compe%itmon with ~er~ than we do and having~ a higher 

' standard of liv~.n~ and a h~gher cost of p~odumtion; and not ~iv~ng ma 

export subsidy t~y feel %he d~ect competition more than we do, So 

far ~n the history of %he world %v~ ~av~ met all competition by one 

thin~ reslly~ ~ inventive ~gaulus which has enabled us to xnvent and 
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produc~ such th:ngs as the ~u~mobile stud the radio and the binder and 

other products ~hich ne oth~r nation co~d have~ We have ~.nvented certain 

oil well machinery which ~anlt be gotten anywhere in the world and wh!ch 

they have to buy  rom us or do 

Our inventive ~ nlus, ~mbi~ed ~ith our m~ss production motheds~ 

has enabled uS to kee~ ahead of the g~m~ up to the present time, both 

in the oemp~%itlon'v~th Germany and the United Kingdom and other  

ms~ufa~turing countrlesl 

The United Ki~dom has had to t~rn a larger percentage of her 

fa~torles to the production of ~aments~ The rearmament program, I 

tn~k~ has interfered to ~ larger extent than ~t has wAth us~ so that 

she has not been abl~ to devote as much of her m~ufacturinc to the. 

export trade~ I think that accounts largely for %he difference more than 

anythin  e e° 

Q Dr~ Dye, a sp~Br from this platform not l~ng ago made a 
t'~ he 

statament regarding/system Som~h America and Germany are using that 

indicated that there was a possibility of their reaeh~ug a saturation 

point dOWn %here on C ~  manufactursd products ~here it would be no 

longer profitable for them te trade ~eir ~heat# for instauce, in 

Argentina, and cattl~ for ~srm~ goods~ De ~u th ink  that such a 

possibillt~ ~i~h~ exist ~n the~tAzre? 

A Yes~ ~n %his Sense~ that all of the ~n~iens that export 

mauufaetured goods to Latin ~merica are al~s what we might call 
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stra~,gling with the saturatlon point, By that i mean this: that the 

consuming pov~r of Datin A~erica i~ ve~ low per tapir, I can ~llus- 
to Canada 

%rate that no better ~han by saying that in 1936 we exported/(~ choose 

that d~te because i happen to have ~ade the compilation for that year) 

nearly as mu~h as we exported to Latin America~ and Canada has a 

~opulation of ten milli6n as compared to Latin America of one hundred 

and thirty millio~. In that particular~ ~i wlll put it another way. 

Every man~ ~oman an~ child~ on the average in Canada per capita annual 

consumption of ~mported goods was about thirty-one dollars. In Latin 

America it was a 13 ttle less than three dollars~ Therefore, per capita 

Ca~da conshmpbion ef imported ~ood~ is nearly eleven times as much as 

Lat~l America. Th~ is due to the faeb tbmt the population doesn't 

Peru 
consume. For ins%ante, I was at ~h~ Li~conference. They have a popu- 

latlon of six million p ople, but for Farposes of the importation of 

~oods in,~ that Co'amity we oall it a populatlon of two hundred and 

flfty thousand. Out of that population-they have a social securlty 

systam~ and I was told %hat ~hey had enrolled ~n that social security 

system of workers one h ~  and mine%y-five thousand out of a popula- 

tlon of~siX million. That g~ves you an idea of just what I mean by low 

cons~m~ pouer, 

Brazil has a popula%i~a of somswhm~e between thirty ~nd forty 

milllon ~eople, bUt out of those ~ thirty or- forty mi!llon people there 

are net more than four or five millio~ who could import any kind of 

imp~rted goods, 
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There is a saturation point, but as th~ standard of living develops 

in Latin Ameri~ %ha% ~i~I be constanhly rislug~ and of course the 
e 

satara%ion polnt of .~ny hoods m~S the pla~e where The prloe of the 

~oods Isalt I~ e~oU~h~'fo~ the man %~ bUy. You can cure that by two 

ways, r~isl~g his income or drop~i~ hhe p~iee, Those two factors 
! 

~ e  at work in Cermesy as in all o~.2~-er cohntrles, So that is more ar 

leSS one Of £hos~ %heretical hhlngs ~at is tl~e 5u~ no very definite 
J 

~lace fixed fO:~ ~ Of i%, 

Q Brazil has Inorsased her C~%%on production extensively in 

the last few ~ars, What effect# if any# has ~hat had on o~r ~wn 

exp~ trade? 

A I% isn't so mU~h %he ~cream~ in %he pr~ductlon of Brazil 

a~ it is %he increase i~ ~ the production ~f al~ o~e~ oountries that have 

increased #/~slr production of o0%%on~ F o i  ~ InstanCe# Brazil produces about 

I~250,000 bales~ ~nd I believe our prod~%lon in this country is about 

!%~OOO~OOG bales, in o~er w~rds, th~ l~o~ee about I0 percmt as mu~h 

as we do~ It ~s obvious ~t if we ~re £onside~-ing Brazil along~ any 

~c~ase in %heir p~dh~tian ~dn~t be serious~ bat th~ znerease of 

produ~on of cotte~ in a great ma.gy ~ther countries, ~ombined wlth 

%he increase in Braz~l~ a~d Ar~en$in 9 and all of them %sge%~r, had 

an influence en the world m~et fo~ Ootton° There was a tremendous 

inerease year before ias~. ~e produced nearl~ 18~000~000 ba!es~ which 

was a ~remendous co~n o ~ p , ,  

r 
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d 1 
1 f Approxtma~ty wha~ p~rcent of the United States exports go to 

La%a~n ~ e ~ V a ?  

A I am glad you brought that point out because I didn't br'in~ ~t 
¢ 

o~at very cleArly~ ~e expor~ from i6 to 29 percent of our total production 

%0 I~tin Ameri~ and ws buy f~m ~0 v to 2~ percent of all the things v~ 

buy a~roa~ from Zatiu America~ O~ course ifi varies by years~ Last year 

it WaS probably very low. 

general picture, 

I hav~'% seen ~e f~gare yet~ but that is the 

The proportion of our sales to L~t~n America had been for a number 
t 

of yea~s increasing more ~han i% w~S to either the Orient or to Darope~ 

but our sales to Eu.~ope varied f~om %2 p~rcent in 1937 to as high as 55 

parcent~ Our propsrti6n was low i~ 1937. Roughly~ let us say that the 

ourre~t of ~xperts~whi~h flows to E ~  is about %/urc~ times %he s~ze 

of the curr~nt that flows to L~ *tin ~ica~ but the smaller stream 

is r~sing more rapidl~ than the bigger stream, Howsver~ it is obvious 

that as it rises only one and a half to er~ percent a year it will be 

a good many years before we O ~  ever ts/k about Latin America market 

replac4mg our other mere, is# because the other one is three tames as 

big and the little In6reass that comes about each ye~ !s not ~oir~ 

%o be very important. ' So it is mob really very so%u~ wh~m we talk abo~t 

~eplacin~ our other markets with markets in letln America. If we look 

over the next two h~red ~ar~ ye~ but over the neXt five y~ars it 

~is not ~oing to be impor%~at, 



q DoeSn't t~hi~s g~tlon about the saturation o f  the South 

Amsricau market really work ~he ether way around, the saturation of the 

~nited States about ~at ~ey could us~ out of South America? We couldn't 

drink much more coffee or eat many m~re bauau~s. Goods always have to be 

paid for ultim~tely~ s~l~s have to be paid for in goods or -- I don't see 

ha~ ~ ~e South A~rlcau marke~ could be exp~ud~d very great!y~ 

A This is true~ that we Co~d a third more ~n 1937 than we 

di~ in 193~th~ there i~ quit~ a difference ~n the power of consumpt~ono 

I see ~ p~t. and you are quite ri~ht~ One ~f the best ways to 

in0r~se our trade to Lati~ America is ~o have a waive of prospsrlty 
J 

• n hhe U~ite~ S%~tes so thgt ~ve can In~rease our consumption of Latin 

Amerie~n goods one-third s~ ~hat ~hey will have the e~I~an~e to buy 

our ~oods and ~he ~ney, Generally speaki~g~ ~hat is perfectly correct~ 

Every tim~ ~ have a ~iv~ o~ prosperity, a ri~e in ~he general con- 

smmi~ level in th~s ~untry~ we increase our imports, and ~oaen ~e h~ve 

corresponding depression the first thing We do is s~op buying end %~ try 

to in~ase ~por%s. That iS ~at he~o~ed last y~al% Ov~ exports 

held up much better then our imports a~d that is perfectly true. It is 

nob a saturation exaotlyj but it is due to any d e p r e s s i o n  or  any re- 

,on t . ~ as ~mch. cession. V~e j~t ~ ~ b ~ 

Q !sn,t the/e a limitation on that? We usually try to export 

more aud ~hey ~a~t pay us and we loau money, then they w~l~h on the d~bt 

very of~n~ 
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A That has happened. That happened pa~cularly in the years 

from 1925 to 192g, We were in~easir~ ~ar expor~s but they were floatlng 
k 

bond issues, and a ee~ain part of those bond issues did go into the 

pur~ase ef American goodS, We w~e subsldizlng eXperts in the sense 

that thos~ loans ~hich were never p~id, and haven,t been paid yet,-what 

percentage of tn~ was used to p~ehase imported goods I don't know~ 

But to a mertaln exist that was hrue~ and that is true in this case. 

If they can develop their natu~ resources and develop things that we and 

the wSrld ~n% %0 buy~ those i~ns ~rlli be good, and it ms all rmght and 

s~und flnauein~ to lend '~Ir m~stom~r money to buy your goods if you are 

pretty ~ure 'that in the sucseedin~ years they are ~ing to be able te 

make en~agh money 50 p~v you ba~ With inter~s% and keep on buying. ~at 

%h~ answer~ 

Q From your e~ience, ~uld you say that %he tendency was 

towards a democra~i~ ~ar~ of ~vernment in Latin America? 

A Yes, I should Say definitely that the t~ndency was toward a 

demeeratic form of ~rm~at, What a d~moeratic form of ~overnment is, 

of course you e~n a~m~r as ~ell ~S I can~ It is theoretieal~ We 

h~n ,t a pure democracy in thls ~ountry, There Isn't s~oh 8 thlr~ 

exlsting, ~ are only relative, 

The same thln~ ho~ in I~in Amermca~ and the difference b~tv~en 

the ~ary3mg de~e~s toward ~i~h %hey Prove advanced toward demo~rsmy 

var!es ~i%h each i~di~i~a~l ~u~%ry, Some of them have not advanced 

v~ry ~8r towards democracy, sgme of them a little farther. But I 
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should say by ~ large that the t~dency is "~s." They are all walking 

along that path toward democracy, S~me of them mn~h farther behind than 
F 

o%hsr~s, perhaps ~m~ of us as far ~e along ~s we would l~ke to be, but 

s~i!l moving along that line. 

Colonel ~l~s: Doe%or ~ has consented to say a few words to us about 

hiS~exp~rienees as the ~merlcan representative for the War Trade Board xn 

Nor r, 

Doctor Dye: A~ ~u are ~ the War T~ade Beard was organized to 

take care of~ as %he ~me implies~ trade of the Unltsd Stat~s durin~ war 

and under war condit~o~. In order to not go %oo long into a description 

of how the Waw Trade B~ard operates, I ~an confine it to the part that I 

was m~st intimately connected ~i~h in S ~ d i n a ~ a ,  Early in the autumn 

of 1917 1 went t~ S~andlnavia a~ a r~res~a~iv~ of the War Tra~e Board. 

The position at that ~ ~as that the blockage extended to 8~ry country 

in the ~orld~ i~l~ding ~rs, Germany and the Baltie~ 

our entry Into the war, v ht of a neutral 

nation to trade ~it~ both bellig~rentsh V~n~n ~ entered the year, ~e said 

to the three n~rth~rn meutrals~ Norway~ SWeden a~ Scan ~dir~via, in 

simple lanFa~e, ~es~ntlaT!y that~ "You must mow stop trading v~th the 
t 

enemy Or Cer~any ~r ~u manet trade with us., They said, '~ell, but 

haven't ~ a ri~h~ ~ tO ~t~ade with b~hh neutrals?" We said~ "~ou have a 

perfect right~ but ~e sl~o hav~ a r~ht %o~t~de or not ~ith you, and 

we don't like to trad~ v~th you if you are going to trade ~ith the other 
& 

% 

% 
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feli~w. It ism~% a question of ~h%S. We a~m just ~t going to sell 

to y~u~, ~aey eaid~ ~Co over a~ see what y~/cs~ do as adviser to 

the thr~ legatioms in the northaFa neutrals." The upshot of it was 

that we made an a~re~m~%wi%h hhe War T~e Board mud th~ Norweigan 

~overnms~t, The ~ T~&@ BOard had ~ p~wer %~ make tr~%ies, That 

iS stated in the fi~s% p~a~ of the a~msement, but nevertheless the 

agreem~t was between the ~r Traa@ BOard an~ the Nor~igau ~ove~nt~ 

that duri~ the ee~rse of the wa~ they would Sot sell %0 Germany i~ 

excess of a certain quautity~ e number of tons of certa%n commodities 

which ~ere specified if they ~uld make that a~eam~nt not %o sell in 

excess of these q~ntitles the ~ar T~ade Board ~o~Id a~res to furnish 

them ~p %~ ~ cer~ r~m~sr$ I Believe i% was 330~000 tons, of materlal 
! 

which they needed for %heir eoonomlc life, In er~er to carry out that 
f 

a~reems~t, %/qe ]~wei~n gore--S divided its imlmrters and exporters 

into commodity li~eS, T~e~ wa~ a~ import~ ~gan~zation of foodstuffs, 

fish~ dru~ m~tsls~ md minerals~ all sorts of import and export 

~ssooi~tions~ In addition to the undem%~kin~ whlch t~e No~veigan 

~over~maut made to abi4e, by the ~g,~ement, each one of these ~sSocia- 

tions m~..__~ a separate agreement ~!%h the W~r Trade Board a~ with the 
) 

represent~%ives of the War°Trade Board ~hat they W~Id watc~ their 

members, that %hey vould fi~@~ each of %hem with amounts varying, I 

believe, from I0~000 to 50~000 crown~ ±f they wer~ oaught violating 

their a~ements, They themselves ~uld watch over their members to 

see that %/%ey kept %/Ie a~r~eme~t s ~nd so the agreement was prethj~ water 
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* ~tlght~ There ~ the general agreement with the Norwa~ffan govenmmnt, 

°~ th~r~ ~ in addi~hien ~ separate agreement ~h each export orgauimation, 

~ho ~new each other, aud th~ question arose as to who could belong to 

those e~port and impo~t orgauizations an~ they sBttled that among them- 

selves by generally taking th~se m~n v~ho had b~n in that pa~ic~lar 

busln~ss for som~ t~me durinZ the pr~ious ~hree years sr~ said that 

they could baleng %0 %his and hhey ~ere ths only psopl~ who could either 

import or e.xpor~. Therefore, ~he matter ~as pretty thoroughly controlled 

in that way~ an~ what I hav~ said ~Ita regaled to Norway p~rta~ns also 

to Swed~ and Derm~ark. In e~ch o.n~ Of them there was an agreement, 

corf~roiling exports and imp~rts. Th~ control was possible only because~ 

generally speaking~ ~h~A t~it~d Stat~S was about the only source of supply 

for ~at they needed that w~s left. Th~ ali~ed fleets controlled the 

seaS, Ther~ v;as no way to get in and out of Germany except through tue 

~orthera r~utrals ~ 

The War Trade Board operatc~d in this way, When I went over they had 

very large trade of ~mpert~ and re-selling %0 Germany. ~e said~ ~n 

e~s~nee~ "If yOu don't Stop it~ w~ will stop your vital ampplies, w~thout 

w~ch you ~nr~% live," C~rmany said~ in ~ssence, ,,Tf yo~ do stop it we 

will deelsre you an en~.~ ~e are clo~e, We will come o%~ and blow 

you off the face of the earth." It ~ a pretty hard situation, On ~he 

one hand~ w~ ~re threatening them ~vl~h star~tion~ On the other haud~ 

Germany ~a~ ~hreaten~ng them with t~nct~on. As a matter of f a~t~ 



# 

'we didn% want %o fogce t~em in%o war on o1~r si~e~ Ser~ny ~idn't want 

~ t~ force them ~uto ~mr on her side. It was really a gi~e and take matter. 

~en~uaiiy ~ reduced it~ We let go through to Germany £r~m 12 %o 25 

per~nt of %~at &hey had hitherto been supplylns, and in return for that 

we supplied them ~ith what they needed to livs on ar~ get along through 

the war~ and ~B eontrolled hhe experts %o C~rmany. I myself had to ~n- 

spset and slgn ~very export shipment %o G~my, which was peralss~ble under 

the a~reement, In addition, we ok~d and approved every Lmport into Norway 

so that their entLre econo~ac !zfe was controlled in an iron 8rip by the 

Allies. 

That Is the general way ~n which the War Trade Boar~ worke~° It did 

stop the ~mpor% and I ~ei~eve was ores of the faetors that broke the ~ar 

and was ~ossibls to c-~mse the collapse of C~rmany, 

, 8olenel ~es~ That is certainly very interesting to hear that 

deseriptlon~ I think it is the fir~% t~me we n~ve had a flrst-hand 

des~r~ptio~ of t~at p~r~i~ul~ ~ me%h~d~ 

Q Of whom did the personnel on the ~ar Trade Board cons~st~ 

Were most of bhem in ~ Department of Co~rce at the t~me? were ~u 

yourself ~n ~he Deparimen% of Commerce when the wa~ ~%arted. 

A NO, I w~ ~he Aso~st~t Ge~rsl Maua~er of the Phelps Dodge 

Coppar Company ~n Dougla~ Ari~ona~ Earning been AmerAcsn Consul in 

~ex~eo for four 3~ars~ havin~ passed the consul examination, and 

partio~lSrl~ b~ri~g studied abroad Cerman, French &r~d Sps~lsh~ I assuEmd 

" that ~y services mi~t be a~e~ptable. At ~/~at time I was forty-one 
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yea~s of age~ I thought i waan~t admissible ~nto the Army and so I 

~oluntesTed for service~ was a~cepted aud ~ame ~ ~ash~gton and went 

over as ~ar T~e representative, ~Ny collea~ue in Denmark was a lawyer 

in the city Of Providence, F&ede Island. They w~e mostly bUs~ness men, I 

thin~ ~ho ~e i~. Some Of them wer~ from the Department of Commerce, 

but the Department of Cc~aerce wasn,t organized in 1916 v~th commodity 

divisions. At the present time I ~ our personnel, both abroad and 

elsewhere, ~ is ~uch more slbng %he llne of the m~n ~ho at that time went 

into ~%. We were mos%!~business men ~ho ~ere drafted into service to 

handle it on ~ practical business b~sls. 

L 

Q In a i~ature war, who should make up the ~r Trade Board? 

A I should say that it ah~uld be c~mposed mostly of the Depart- 

ment of G~mmerce representatives. I am puilir~ for my own team. That 

would, of course~ depend on circumstancesj but ~t is true bhat ~e do ha~e 

now i~ the Departm~t of ~om~rce a Commodities Bi~sion and the general 

Set-up is very much l'ik~ the old War Tr~ Board. I have just descrmbed 

how it was set up and hc~ mt had to be ~t ~uj in my opin~on~ for the 

vawlous o~ntrles for control because It is qu~te obvious that a man 

who Amporbs petroleum In Norway d~sn ~t know very much about the ~mport 

of Cocoa or ,f coffee or m~at or oth~er th~ngs. It has to be organized 

by men who know t}~ir p~ticular ~om~di%ieSo I don~ believe that you 

will ever org~niz~ for war purposes on any safe lines excep~ the co~odity 

lines~ that you will have To get some organization that knows the co~od~ ty 
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i part cularly~ and knew what t~ey ar~ talking about~ knew the b~s~_ness and 

how business is erganiz~d~ who b~l~ngs to what ~por~-e~port org~nizat~ons~ 

and so ferth, I think it ntis% be organized along the commodity lines in 

any wa~ 

Q Do you thi~k i% ~s more difficult for the  War Trade Board to 

control %h~ ~riea~S i~olv6~ th~ it i~ %o cont~oi ~.he for~ener~ 

A !%' z~: alwe~s more di~iC~l% tO c~%rel ~riesns then an~]. 

Perhaos %hat is sidestepping It~ but that is a f~.~ sic~step~ 

Q Wc~d yeu'~re tO dlseuss the organization of the Department 

C~m~rce today ~ath r~gard to poss~hl~ use of that or~an~zation ~ur~n~ 

a transitlo~ par~od~ h~w q~ekl~ it ~euld get into operation, and control 

~f war %~ad~ h~a~ mm~ th@y w~uld haw to ~p~d~ etc~ 

A When we speak Of the D~rtment of Commerce we me~ pr~n~ipally 

the Bursan o£ Forezgn ~d D~mestzc Commerce= Th~ Ba~artmen% of Commerce 

is 9rgan~zed lu~ 8 ~ bur~a~, Of those 8 burea~s~ there are ? that deal 

~th the public g~n~rally ~leng a ~a~ctional iinea suoh as the Bureau of 

Patents, the ~reau of Census~ the Bureau of Yisheries~ ~s% a~d 

Geodetic Surve~ Nava~atlon~ and so on~ There is one bureau~ h~ver~ 

that deals with the o~Upations! li~ and hhat is the ~aresm of Foreign 

and D~me~ti~ Cc~m~rce~ which d e a l s  only with ~e~rce~ 

I might go bank a little farther and say that tho s~ o£ yo~ who 

studied the ~rgani~tion o£ our gov~n~ know that ~h~re ~ 
e 

executive d~pawtmen%s~ Of those ten executive departments, the f~rst 
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seven that vrere set up~ War~ ,$t~te~ Treast~:Tf ~ Navy~ Post Offioe, otc~, 

on fane~ior~] lines, that is~ they p~rforn for ~ll e/asses of ot~ ~ pop~la - 

tlon ~iti~out regard to any dlstinc%ion~ The last three deparhm~nts hhat 

were set up, Com~e~ ~gricu%ture~ and Lsbor~ ~eze set up on occupational 

lines, The Department ef~igrim~ture deals wlth the fai~ class~ the 
/ 

Department of Lah,m ~%h %he employee and the laborir~ c!ass~ and the 

Dep~tnent ef Commerce ~ith those v~h~ ~re engaged in %h~ buying and selling 

of goo~S i%~m oocupatio~l iines~ 

Of ~%hose hh~ge the Department of C~er~e has ~hese e:~ht bureaus~ and 

of the eight Imreaus theme is only one %hat dsals i00 percent and strlct!y 

with commerce and ~ha% ~s ~he Bureau of Ferei~n ~nd Domestic Co,~,neree, 

Wlt.hin tl~a± b~reau %he~-, are set ~p for the purpose of han&li~g hhe 

eo~unodlty olvisions~ ~e have a Foodst%~f r Division~ a Textile~ i~etals ~d 

~inerals 91~ S~ on, ~bh-r Divisio~ qidss and L~t~er~ and so on~ ~ud then 

we ~mv~ a ~e~lee DivisiGn~ a dlvi~ion %h~t deals with commercial laws~ 

w~tb cred~ts~ etc~ so that ~e have twenty aivlsions ~iat are establlshed 

siong co~mddlty ano functionsl lines, That is ~y I say that that could 

be perticu!ar!~ vmluabie as a :~uc!e~s ~md as a li~ison in time of war 

because our CommDd~ty ~iwisions srs in touch ~iih the manufacturers, the 

exporters ~rd ~ p o r t e r ~  end the d~s t~but ion  ~ th i s  oou~try. Those 

d±vis~ons i n  turn a ~  subSiv id~ in to  soctions~ I t  i s  t h e i r  bushiness to 

keep closely ~n toue/~ ~,~th ~ufaeturerS and exporters and ±reporters, to 

keep an eye on the d~sti~ trade and~ pm~t~¢td.arly with reference to 

foreign trade~ That is w.h~'I believe t[~.% ~t would functien well, 
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Q Doctor~ you d~t oeJ ieve then tb~t the State Deparhnent weald 

~e capable of forming or being the nucleus of the War Trade Board? 

A Ng~ I wouldn't say that, Of c~urse the State Pepari~ent deals 

entlr~ly ~wlth foreign ~f~airs. Th~ don't have ~my ~on~odity divlslons 

%h~s ~ Country, Tgere ~o~Id have %0 be a cooperation a r~ a coo~%tion of 

~ Work be~a~ss the S~e Department d~es not have ar~ organization in 

t~s country ~h~ah deals ~i~ %hose, The Stsis Department deals ~u~ 

our foreign =elations and of cours~ o~t~ foreign relations become %~_tally 

important in ~ %~e Of ~ both from the economic ~ide~ so ~ha~ it ~m~ 't 

question of that~ It is ~ question of the proper coordination of the 

two f~ne~le.~s ~f co~em~e and forelgn r~!ati0ns , 

Q TO ~ha% extent de ~ou ti~ in ~41th representatives to foreign 

countries of %he Co~te ~md ConSulate Cer~rel~ Do yo~ have ~uch 

c0o~nation there in tgme of peace? 

A Yes~ we hav~ a ver~ e!Os~ oOordln~t~on~ ~e receive in the 

B~re~ of Forei~ and Do~estio Commerce all the oor~merelal reports of 

~e three hundrad odd embasai~ and ~onsu!ates which are abroad. In our 

foreign work ~e ~or~%~ O~ ~or~ ve~ cl~e!y-~%th "~e consu!a±~s. The 

Burea~ ~f Foreig~ a~d Dom6stic Commerce is the distributing- aFency for 

~II of %he ~mmer~ial informetion ~hich flows ~n from %/~ three hundred odd 

corsulates,~mbassies tuna legations abroad ~ %he thlrty-flve officers of 

the Bureau of Foreign ~d D~stic 0o~ee abroad. The general 

dlstineti~n b~tween %h~ ~ark abroad is t~% the %Drk of ~e Bt~eau 

representatives~ the Commerce attach~s~ is that they devot~ themselves 
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entirely to matters of commerce, The consula~ Service devotes ~tself In 

part to commeree. There are many plaCeS where we have no representatlves 

of the Bureau of Forel~J~ ~ Domestic Dommerce, and in those cases the 

OOmsul furnishes the c~roial i~formatien. We coordinate our worm 

abroad in such a way that thee is practloally no overlapping, and ~e 

deal only in information, That information is s~pplled by bo~h~ 

Colonel Mil6~ We a~e cer~i~ly very g~eatly indebted ~o y~u, 

Doctor Dye, f~ giving u~ this %ime,~ we hope tha% your work abroad 

~ill be pleasaut ar~ ~atisfaotory %o you. Thank you~ 
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