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THE OULLOOK IN THE LATIN-AMERICAN COUNTRIES

Gentlemen I wn very happy to be with you this morning., I
want to talk about 4rends, primerily, of trade with Letin-Amcrica
as a whole thi1s morning. Now, to speak of Latin-America as a
whole and to generalize about 1t 1s difficult and dangerous from
the standpoint of clarity, because before I start generalizing
about 1t I want to0 say this~-that those of you who want to study
Latin-America~-well, the very first thing you have got to do 13 to
divide the problem of Latin-America, from a trade or any other
standpoint, "up 1ato 20 problems, because there are twenty repub-
lies that compose Latin-America. The countries that lie south of
the Rio Grande are all so different end so individual in theéir
characteristics thal not many ¢<eneralities apply. There is, to
my mind, as much difference, for instance, betbtween Mexico and Ar-
gentina as therc 1s between lMexico and France, and some of the
other countries are as widely different from each other 4s the
countries of Furope, so thal we can only take in generalities up
to a certain exlent.

Iatin-America comprises all of that part of the Western
Hemisphere, roughly, which l.es south of the southern border of
the United States. I lies almost enl.rely in the tropical or
subtropical area, with the cxception of the northern part of
Mexico, which 1s arid, and most of the Republic of Argentina,
which lies beyond the tropical pelt anag an the Southern Tonperate
Zone, and a few narrow valleys in Chilc which run up and down.,

Now, thc trade of Latin-America comprises about 7 to 8% of
the world's tiaae. That 1s onepoint that you can generally fix
1n your memory It swings from 5§ to &% on their import trade and
on the éxport trade 1t swings between 6% and 9% of the world's trade,
so that, rougnly speaking, you can say that ILatin-America does
aboul 8% of the world's inlernatlionsl trade. Now, 60% of the
trade of Latin-America i1s donc wilh throe nations that we can call
Hihe Bip Three." Those arce the United States, The United Kingdom,
and Germany. With those shree countrics the trade, roughly, 18 30%
with the United States, 20% with the United Kingdom, and 8 to 10%
with Gormany. Thon, you say, what haopens {o thce other 40%%  Wsll,
of the other 40% thero 18 no nation that docs morc thaen 5%, only two
of them that do botwoon 4 and 5% of ftheir cxport trade--tro sell-
1ng btrade, and on the buyiang side, whero they buy from, ilhoere is
only onc other nation that docs over 3% and all the rest do loss
than 3%, so that you will sce the groat prodominance in Lat.n-
Amorican tradc of what we might call *The Big Three', the United
Statos, the Un.ted Kingdow, and Gormany.

Now, take this chnrl first This 1is titlea "Trena of Ex-
ports of Latin-Amorice with tho Unitcd States, the United Kingdom,



and Gerneny. Now this trond means thelir cxporis to tane United
States, Lre Uniled Kingdom, and Germeny aad this i1s ihe rceord of
the last 28 yoars Trom 1910 to 1937 inc.usaive. Thig top figure 1s
the curve of what Latin-America cxportced to all the world. The
pereentage figuices on vhe sidc are zero, 10, 20, 30, 40, 50, and 60,
and thosc at the botior are tho yeoars, 1910, 13, 18 on up to 1937.
You will note in 1910 tho Unated States purchasced of Latin-Amcricao
cxports, as you will scc, aoout 33% and that ran olong uniil during
the war 1t reached 1ts poak in 1917 vhen we took Bl% of overytaing
that Latin-Aierieca sold to the world., TFrom that time, ~s you can
sce, the curve hns poen rredually doppiag down. I don't mean our
trade has beon droprange. I mean that the poreent.pc of things thet
we talze from Latin-Ancrica hos peoen réduccd. Of course, i1n 1925
and 19286 wken this curve ws dropviag, tho percentage vns dropping
but our teade vas incroosing tromendousl, dvring thosce years. Our
poreccentage or pronostioa reochod 1us low point ian 1933, vhen 1t be-
gan to corie up. It camc up until in 1936 cnd dropped again a little
in 1937 and 1t 18 proboblr that thel curve in 1938 u-g down just a
11ttlz more thon that but s.oolbly not guite so0 2ccontuctea. That
showrs our purchasgcs frem Lotin-Amoriez. Uow iac United Langdon,
vwhieh mcons Gro t Briti n-- In,land--vou so2 vacse that curve s,
They started in 1910 with toous 204 ane thew hove oought whet they
eould. They incro.scd 1t up to ~bout 25% 1a 1517 but richt after
the war 1t dropped ond ho, wo.m up ~nd down 21d oF the od of 28
yeers——-coven 29 wvenrrs, oretvoc in 1938 tac curve vould probablv como
2 lattle lowver--ib would be « L-ttle lower thon vhen troy started
28 vears a0, Jow Gormany's cuive storbted in vrath a little over 10%.
Of coursc, during the sar 1t vcat dovm until 3% veut oubt of Lupht
and there arc no stctistics ond appreontly ne teade untal 1919 vwhen
Lt beozan to come up agnin. It emame up until 1927, when 1t re- chod
158 peak prior ve the doprcgsion in 1932, IV has been riadually
coiiing uwn since ~ad the wnersasc is orobably still on the upeurve
for purchascs from Latin-Amciica.

That 18 the prcturc of the buyinge gide of Lotias-Amcrica's ox-
ports. o, rhet about the s~les to Lotin-America? lLerce 1s ine
preturc over horxe of salcs to Latin-amcrica or the imports of Latin-
Amcrica fror. tne United Statos, thoe Urited Hingdom ~nd Cermany. In
1910 o sold bpout 28% of sverythiws tn~t Latin-America boucht from
ebre-d., During the wr ren thes were cut off from Turore 1l wont
un uatil ¢ furasercd Coout BB, aftor theot 1t dronped until 1927.
Fron vl orce, likowise, toe curvo aong bount {encrelliv dropraing  Thore
s 2 shoe) arop bev oo 1820 na 1922, tnon 1t ecaie up v Lottic oid
and deifted olong until 1837, you sce, tae low poirnt wrg 1n 1932,
Sinee thien our procorbior of g los in Leotin-Americe hos boon going
up. Thoet 15, 1¢ ~ro Lotturg o 17 reor porcent-ge of wnct thoey buy
from abroad. Trc Ualboo Kin-dowm hos boon ste- drly qoinrn, dounhiall
Of courso 1t dropped--tacy azont't -0ll much during trlc sar ~nd they
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have ncver rccovercd the trwdo--acver gotton back to the hagh

level befors the furopran War. It nis been, gonernlly specking,
aown, but 1t reoched 1ts highcst pest war perccntage 21 the time
when everybody w-g dovm. Their pereccentage wes ~bout the highest

of reccont ye.rs 1n 1932 ond 1933, Siancc then it has ocen downhill,
How the Germon cxport curve loo'ts veoiy much like the import cucve.
Her sales to Latin-Americe fell off tvo nothing at all during the
war. In 1919 sho siorted buying and sclling. She sold i1ancrceosing-
ly until 1922 and 1t 1s ralher romark-ble now for about ten years,
1922 1o 1932, Gernany has furaished just cbout aa cvon 10% of cvery-
thirg Lntin~-America bought from covroid unbrl 1933 and 1934 when she
began to put in her baftor syslom of componsation. Then 1t started
to go up in 1934, 1935, 1936 and 1937 and the curve 1s st1ll up in
1938, Now 1t 13 quive obvious whose trade Germony 18 biting into

in Latin-Amcrica. It 18 quite obvious 1hat 1t 1s not affecting
Americun trade <o mueh s 1t e DBrivish trade. Tacre i1s the curve--
there 18 the picturce right there on laocgsc two curves.

Now, what happened in 1938, to brang, 1t right down to date?
In 1938 on the buyiang side what cid taese "3ig Three' do for Latin-
America® Jell, 1938 was a bad sear, Take the top one, ourselves,
who are ihe baig fellow-~-we 1educed our imrorts from Latin-America
nearly 3%%. The United Kingdom reduced her purchases 28%. Ger-
many reduced her purchaseg from Latin~-America 4% or 5%. Now that
is the victure of the "Big Three.” e don't knowv vet what the
other fellows, the little fellows tnat meke up the 40% did, but we
assune they reduced their purchases likewise., We know, for instance
that Italy reduced her purchases Jrom Labin-America 55% and we as-
sume thet the others dad likewise. t won't change the general
picture. The general picture is ithat ihe world geaerally reducecd
purchases from Latin-America materially last year. When they re-
duced their puechases trey coule neturally expect to reduce their
sales. What happens or this curve, the sales of the "Big Three”
to Latin-America® We reduced our sales 14%%. Great Britain ra-
duced hers 15 and Cermany reduced hers 45%, so that they all sold
less and bougnt less. (YWow with rozard to Germeny, this should be
sa1d--that that figure I have given 15 taken from the German statis-
ties and 1s 1n Reichsmarks. Now the business was not all done in
Rerchsmarks but parvly in Aski Marks, through barter and compensa-
tion arrancemenls. Geacrally speaking, I don't know ifyou know how
that svstem vorks, but 11 was 1n yestesaay's paper very clearly sch
forth i1n the announcement of the imposing of Countervailing Duties),
The oxample gaven 15 @ very fair cxample of how the borter system
works. TFor instancc, say in Germany they buy from thoe United
States a thousand dollars worth of cotton., The lmporter in Ger-
many pays for thst cotton not a thousand dollars, which 1is the
market price, bubt thore i1s 33 1/3% added tc 1t, so that he pays
@l,SSB.OO for thal cotton. But whe merks in oxchange for that

-3 -

3

&



$1,333,00 are put in a special account in the bank and they can

be used only for sales t¢ the United States. Then when there is
an export of say cameras to the United States they take that$333 00
which was added to the price and give 1t to the exporter s0 that

be can reduce ihe price of cameras by $333,00 or one-third so that
he can undersell the market to this countey on CGerman exports aad
our irports. [hat 1s the general way the Askimarks or compensation
arrangemnent works,

Now 1t isn't always 33 1/3%. In Latin-America we have no ac-
curate statistics, but just from teraveling up and down the coast
and from our reports we know that 1t roughly varies from 10% to as
high as 30 or 40% but I believe the oulk of 1t 1s done around 10 or
15% increase over the price of the world market for exports into
Germany or a corresponding reduction in the world price for the
things they sell, llow 1l 1t were possible to correct those figures
accurately of German exnorts and imports, of the loss of trade by
giving the real value at which the goods were actually bought and
sold, 1%t 1s probaply that the reduction i1n the volume of goods which
move would avproximately De about the ssme as the other two members
of the "Big Three”. It would probsbly be relstively about 15% on
the selling side and somevhere about 25 or 30% on ihe buying side,
so that the general nicture of Latin-America shows that last year
was a bad year for trade.

Now, we hear a great ceal about Germany teking the Latin-Ameri-
can market. ell, tho facts are that novoa; won la.t year in Lalin-
Amcrica. e &ll losbt. By fwe' I mean the rest of the yorld, tho
"Big Three! parbicularly. lone of them increascd ticir sales or pur-
chases. The trode wis less both in buying and selling, s6 the ques-
tion 1s as to who lost the most. liow, the indications are, as far as
we can got tlhem up to the present time, that the United Kingdom lost
more of the Latin-Amcrican trade then erlher one of tac othor two
"Big ThroeY, and that we lost a little more than Germany and that
Cermany lost the least of all. As I saxd, 1t 1s a little difficult
to goneralize all over Latin-Amcrica becausc 1n sono countrics wo
sold more and lost less. Yur rclative position was improved at the
end of the ycar. In other countiics our condition was a great deal
worsa, - 1n Mexico, for r~xample, So that the position is not alarm-
ing. And this is also truc, that when you congider ihe fact that
the whole system of bartcr and compergalion widoubtedly works better
on a falling market than 1t aces on a rising market, there is some
guoestion in our minds as to vwheothor 1t will work at all on a rising
market, particularly on a fast rising market. Take the case of a
man who cxports cacao in Fcuador. Say he 1s offered market price
plus 10% provided he will tie those morkcts up for 3 months and will
buy German goods at a roduction 1a the price-~~ernarcntlr at the time,
but he has to wait for thrcec months ovefore he can fet his moncy.
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He 1s likely to hesitate if the market is rasing because 1t 1s
a gamble as o whother 1t will risc over 10% before he will ect
his moncy or whether he had better wait and sell at the world's
market, which might be above that. It 1s not an attractive pro-
positron and might be a real loss on a rising market. Ve have,
unforfunately, yct to sece what will happen in a general way of
riging world prosperity, because we haven't had 1t yet, but af
we get 1t, then wo can tell how that systom will work on such a
rising tide,

That 18 generally the position with regerd to our trade in
Latin-America., Now, I would like to cmphasizc again what I said
at tho boginning--thet Latin-Ameorica lics practically cntirely in
the tropics. The things that she exports arc foodstuffs, primari-
1y, of coursc, coffco, cacao, sugar, bananas, tropical foodstuffs.
There arc some rinerals, but the minerals, of course, arc not de-
pendent on the fact that they «re in the tropics, In Northerr
Mcxico you have copper, gold and sitver. In Chile, nitrates and
coppers. In 3razil mangancse. That 1s obout all of the main
ones., On the temporate zone side, there again you have gquitc an
ontirely differcnt picture. Aigontina 18 rcally a question to be
considercd cetoer asia: from the general question of Latin-Amcrica
bocause Argentina 1s in the tomperate zone. She has a patch of
land roughlv 500 miles long and 300 miles wide, a rough oval, which
18 vory finc agricultural country and raises the some products
that we do and which sclls prirms—ily 0 a Furopcan markct and lics
out of the tropicel zonc. Our big imports from there which rust
be considerced from a standpoint of trade arc, in the first place,
probably linsced, which i1s nccesscry for paint and haides, wool,
qucbracho coxbracl and canned mcatg. Wo produce linsced but we
don't proaucc wore than aboub aclf what we necd, so we have fo 1m-
port roughly cbout 50% of our ncceds. Now the rest of Latin-Americo
proauccs thing . that we can use, For instancc, there arc sonme
vhings that «re vory nice but don't bulk large in commerco, such
as quinine, vhieh comes from that rcgion, and othcr mrincrils--man-
gonese, which forms commercially and at prescat ¢ very small per-
centage of our imports, most of our imports, of course, comiag
from Southern Russia, but in time of stress 1t might be desircbloe.

Now, what ~bout the possibilities of roising ruober in any
parts of that regzon® It can be done but rot cormercially. So
far 1t 1s not commercially tossible, although Mr. Ford is making
an effort vhich 18 sti1ll in the experimental stage of raising rub-
ber commercially. I might say that in 1926, when Lr, Hoover gob
a b1l1l through Congress when ane was Secretary of Commerce to see
what could be done aboult securing supplies of 1ubber in the West-

rn Hemisphere, several of us who were then commercial attaches
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headed experimental expeditions in latir-America for ilat purpose.
I headed an expedition into the tropical end of hexico, down in
Yucatan, Chirpas, and Campeche and that section fiom lexico City
south, and es far as my oxpedibtion w.s coccerned, 1 fuund thet
witnin thLat rerion alonc an area that lies aooul ralf way down the
very southera end of lexico, you could rsize all the rubber that
1he United 3tates woulo be lakels to need in the next half centuzy,
1f vou conld do 1t correrecially, but you can't. Ore thing taat
bloched 1t was the price of lanor. It was Just double what 1t was
in the “alay Teninsula,., The industiy vas not developed and 1t was
not a comrorcial prorosition, out as fai as nature ms concerned,
the rubber troos wore growins theore. I went up the river into tne
wteorior of Claapas and found a beautiful plantation there vhich
was Taken over oy Firesbono <nd operoted for a while, so that ot

1s perfectly fecrgible as for as nature 18 conecernco to raisc all
the rubber t© 1t e voula need an that ~rca alrne, not o speak of
all the vest aaoos th t lie to tro gouvtn of vs in troprecal Latin-
sMerica, There i1s this plso thet maght be s.1d. The tropicecl part
of the cartn res novar oven ruch developed, never been much inhaoited
b7 the wnrte maa or by czasilized man for one reason--because it has
not been "ea’thful As anr of you kaou, tae bthing that we Tight
against 11 the trolies s mot death outl Life. There i1s too much
corpetivion witn other f.irs of life, particularly b cverial and
1nsect life. uwe have to fisht zcoiast the debilitating irflvence
of 1eat, bul w.th the combinaz.on o1 corrmtic tioa, of chen.stry,
of roads, ~md perticul.rly of -ofr.ceration, 1% is _robapnle tnat
the time 18 now about 1o ~rr.ve wren it wil:r be tine Tor civilizn-
tisn Lo move 1n on the tronies and cccunv 1t.

Now we have a strke 1w Letin-America, m 1avestnent of roughly
two and a half billion dollars, Thav two ond h~1f oillion dol-
lars has beon wnvestcd in on improvorment of ine gcororic condibions
o the country. Foraign tavestments first 2ccan wita the Spaniards
who devcloxa mines, ost~acitg nd ~gricvlture, Then cume the Bri-
tish, who Jdevelor ed reilways apd rainces. e cine 1. 1th powver
ploats 1o dovelop cloeti'e i1 ht Llanve and factor.es. G nerally,
all the wo. ~nd wep of aecononac dovelopment in Letin-America hos
boon donce by the forci~ner. Tao foreirroers hove invested thoir
vrgalth in 1adusiiicl cconcor.ac¢ ~cevivities. Thoy now own thot dovow
lorment dhich conc.sts of the l.rgor irdustr.os. Jhobher the
Letin-Aneric n--the n.tive will $ie over _ad dovelop thuese indus-
trics on « foar bogls of comn no tiom is pirt of the nroblom wiiich
lica boforo us.

Qs Tould you c~rc to speck <t all obout this nor 3rozilian
Trede Troatly®
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I could scv about it is that, as I understand 1t, the Ixport-Import
Bank has allowed a credit of $19,200,000, which s to be applied
to the uafreczing of the piesent accounts which are in Brazil and
which shall be uscd bto buy exchange to further our exports, in the
sense that 2t will allow the expomters who have sold to Brazil and
not been able to get their money out (due o ihe inability to pur-
chace exchange,) That i1s all that hias been done at the presect
time, There 15 a proposal to place $50,000,000 1n gold at tne dig-
posal of the Central Bank of Brazil, but which, I understand, will
reguire legislative action, Now, that i1s practically the third un-
freezing arrancement which nas becn done, 1v is an investment in
razil, It 1s an exbension of ercdivs which will doubtless help our
commerce, Tnat drops into the broad reneral question wh.ch you ren-
tioned a while aco as to our investients in Latin-Ameraica, It 1s 1n-
ercasing them ana 1% will undoubtedly be onc of the nost interestiag
problers of tac futare as to how 2 r we can incrcasc our investments
wn Latip-America vith profit to ourselves,

Qe What ore the ilmnorint 2toms which are cperted from the
United States to LatineAmcrica®

Ae. well, they cover almost the entire gamut of cverything that
we produce, but goncrdlly spoaking, the moot impertent things are
probably agricultaral mac-inory, «utomotives, =nd by automotives I
mean not only pass.ager carg nd irucks, but also interaal combus—
tion biactors and yo.dmaking mochinory. Gonerally spooking, indus-
trial machinery comes first, and lhen i1n the next line probably
comes pelroleum products and tontilos, foodstuflfs and then a wiac
range of nearly overything that we menufaclurc. Thils goneral trend
can bc obsorved-that whercas 20 or 30 ye. rs ago w. cxported articlos
for immedizte consumpbion, what ~r. known as consuucrs goods,=--for
instlance, we used to export large guantitics of canued salmon, we
even cxporved rice and fruits of virious kindg--now, gencrally spoake
ing, we csport the machincry to produce goods, what we call producer
goods. Thoy have oxboolished trathin a high toriff wall in most coun-~
trics, Tactoric. which produce the geods that formerly were importod,.
Yor iastanece, ~oinr, back for canough in rcgard to llexico, w2 uscd 10
cxport @ good many boots and shocs, "3 cxport scoreoly any at 2ll
now, They hrvo exbablished foctorics in Mexico, bub we do cxport
ghoe machinciv,  J¢ cxnort most of the officce cquapment and the pay-
roll cost-blished (nobles tne employces to buy mony vnings, from typoe-
writers to silk stoeekings, from the United States, Thot is the gone-
ral trieond all ftoroush ILetin-Amcrica, In Argenlien we usco Lo g¢gxport
cotton picce goodse. They esinblishcd cofton mills in Argeatina and
then we cxported cotton yern. Then we logt the cobtton sarn businc.s,
Tirst to the United Kingdom ~nd thon to Itoly becrusc of a cheoopor
prico, How we oxeort tuxbile machiaory, larcely, and so 1t goes all
down throush tho linc, They arc ~radeall™ acveloping fictories, lo
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used to export 2 great quantity of medicinal and pharmaceutical
pfoduets. Now we mostly cxport the formulas and the money and
thoy manufacture them down ihcere. You find practic lly all the
cosmcties ond pharmaceuticals ar. manufactured in Arpontina from
Tormulas, We used to export tircs to Argentina, dbut two American
compan.cs pubt i1n o facbory down therc and now we export corovain
raw materials and the tire-making machinery but ao lon: er cxport
tires. Our oxports cre constantly changing in charscter from what
we ¢11l consumer godds to producer £,00¢5, but the total volume is
increaging and our exporicnec h-s becn with all countries that tre
faet that wse chunge 1n that charnctor docsn't moan that weo arc
losing tradeo. Offhand you would s-y thot =g thoy manufacture more
and more Of lhese goods in their own industry that o woula ccase
to export, but that 1s not the cosc and 1t ks not so for proved
the erse in the anistory of tho world. For instoneo, our greatost
customers arc the United XKingdom ~nd Canada, who re also our
grcatest competitors and greo-tost manuf.oeturcrs. Beforoe abnormal
conditions erosc, Gormany wes our ncxbt bignest customer 2nd ons

of our birzest compotitors. It hog mot been pooven at all that

as manufacturing incroascs tride will decreosce but just the oppo=
site~~1% will increasc. i

Qe Could you 1loll us what Jopan buys and sclls to South
America?

A, Japan buys the 'same thiags pretty much th.t she buys from
the Unitod States, oxeept 1o v.ry less quontitics. Japan ouys row
cotton ond hides and wool, occasionilly copper, and troriccl fruits,
and oxports to Lat.n~-America the some things that she exports here--
large quantities of small manufactured aprticles such as are sold
here. The turnover ig small but 1t consisls of a great variety of
individual articles. You know what 18 sold in this country. They
are mostly small manufactured srticles. wWe do have & good deal of
con@etwﬁlon’ln ccrtain small arvicles. For instance, things like
zippers, which e used to export. As a matter of fact, they got
the 1dca and now they are manufacturing those little articles and
exporting them to that country. As I recall, the total trade of
Japan on the buying =1de last yea1r was about 2.9%, a little less
than 3% of all Latin-America sold abroad--that 1s in 1937, and
sold ebout 13% or 1.6%, less than 2% of whal Latin-America bought
abrosd. In other words, the trade of Latin-America with Japan is
so small comparced to the other larger nations thal 1% 1s not very
serious as yeb. It 18 truc thot i1n 1936 her trade ircreased con-
sidcrably, but 1t didn't ineresse much in 1937 and hasn't increas-
od at all in 1938, Of course, Japan's total forcign trade dronped
off very badly the latter half of 1937 and 21l taorough 1938 because
of, shall we call 1%, the difficuliy in China.

[
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DISCUSSION FOLLOWING IECTURE BY
Dry Alexander Y. Dye

March 2L, 1939

G  Dre Dye, have you any information as to how much Germany might
have ‘iavested in Latin Awerics, as compaved with two and & half billion
tﬂge* United States has? =

A T donth f‘ﬁmém‘i;ar ti'fé‘b Pigure off-hands We could glve 1t to
you gver in the Buresu af“;%:mmign and Domestic Commercs, It is less
than we have invested I am guite sures Creat Britain has nearly the
same , bub Germany ie; maeh less.

Q@  Along that ssm*}.iﬂa y I their auvestment i1s so much smaller
down there won't that give them a little advantege on this Boavd
proposition situation, %hgt they can afford to come in on that basis,
fly-by-night %fsfde? In your opinion, would that give them a distinct
advantage?

A I% ;nigh{ grve then an aci'&;am&g@ 5 im‘ia 1 don't ses that thab
is reslly very vitsl to the q&ea:i:flan bedsuse the Board's system, when
you boil it down to the last analysis, is wery simple., It consists in
talcang the penerdl taxpsyérs' money and giving it te the exporter as &
bBonug so that he can export below the world markets A long as thelr
foreign irade is not too blg and as long as they have reasonable income,
any pation can keep that wp indefinitely, as long as the taxpayers will
stand for 1%, And appareitly the taxpayers in CGermany are going to
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stand for 1t for somatime, That 1s the situnation, but it 1s not
seonomical and 1t Just depends on the relative proportions. If their
export trade gets too bigyon that basis 1t is goang to bankrupt the
’ nabion, bub that is not likely so far as the Cermen expord tyade is
veally very small, I don*t know that 1t is generally known, but Germany
is importing more than she 15 exporting at the present time. We exported
g little over twice to Cermany 58 we imporited last year, so that we sell
much movre *%;.ha’n we buy, Thersfore, her effoctes to increase her expord
trade are not likely %o be very serious, because one of two things in
the long run 19 bound to huppen, as:suming, ard I do think it as a fair
) sssumption, that Cermeny could afford to keep up that bounty on export
N “%:mf:i:a for an indefinite time, NYovértholess, séme day the ltaxpayers arve
going to get tired of ‘that and say that a1t 1en'™ Tair, %o pay out of
general taxes just to export a certain clsss of export.
Q To whal do you atiributs the losing ewport trade of the United
Kingdom? Deoes that dabte bask to their policy of protection or sometling
. movre functionsl than that?

A I attribute 4t to the higher.post of production coming more
divectly into compeiition with Cermany than we do and having & higher
standard of 1iving and a hrgher cost of produckden; and not givang an
export subsidy they fsel 'the direct vompetition morve than we do. 5o
far in the history of the world we liave met all competition by one
thing really, by inventive geniue which has enabled us to invent and

+
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produce sueh thirgs me bhe sutomobile and the radio and the binder and
obher products which no other nation could have, We have invented certain
eiliwell machinery which can't Jba gotten anywhere in the world and which
they have to buy from us ar do withoubs

Our ipventive geniug, combibed with our mas; production methods,
hae: ¢enabled us to keep ahead of the pams up to the present time, both
in the compebdition with Cermamy and the United Kinpdom and other
manyfacturing countrieg,

The United Kingdowm has bad to turn a larger percentage of hey
factories to the production of armamentss The rearmement program, I
tnunk; has interfered ts: 8 larger exient than it has with us,; so that
she has not been able to devote as mueh of her manufacturine to the
export trede. I think thet geceounts largely for the difference more lhan
anybhing slse.

Q Dre Dye, a spegker {rom this plabform not long ago made a
statenent régw&ng}%&t@m South Ameriesd and CGermany are using that
indicated tnat there was & possibility of their reaching e saturation
point down there on Cetman mamufactured products whers 1t would be no
ianger profitable fuor them to trade their wheat, for instance, in
Argentina, snd cattlse, for German goodss Do you think that such a
posaibility might exust in the future?

Ak Yes, in this gense, that all of the nations that export

matrafactured goods $o Latin dmerics are always what we might eall

-3 -
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strugeling with the saturation peint, By that I mean this: that the
conpuning power of Iifit:{.n Mmevica is wery low per capita, I cean 11llus-
trate thal no better than by saying that in 1936 we mportféf?%niggose
that date be:;anaa 1 happen to have made the compalation for that year)
nearly as much a8 we exporded Yo lLatin America, snd Canada has a
population of ten millidn as compared to laiin America of one hundred
and thirty milliod. In that parbicular, T wll put it snother waye
Every man, woman &no z}hizi.d, on the average in Canada per capita annual
’ consumption of wmporied goods was aboubt thirty-one dollars., In Latan
America 1t was a 1ritle less than three dollars. Therefore, per capita
Canada consimption of imported poods 1s nearly eleven times as much as
Lotan Awerica, hThagﬁ iz due to the faect that the poprlation doesn't
consume. For instance, I was al the Limgfggnfereme. They have a popu-
lataon of six million people, but for purposes of the importation of
goods into that ¢ountry we oall it a popvlation of two hundred and
fifty thousand, Out of that popuiaﬁian»ﬂaéy have a scclal security
system, and I was told that they had enrelled in that social securlty
system of workers one hundved and winety-five thousand oub of a popula-
tion of ‘six million. That gives you an idea of just what I mesn by low
consuming power,
Brazil has a populabion of somewhere betwsen thirty and forty
million people, but oud of ttmsafthirhy or forty million pedple there
ave not more than four or five million who eould import any kind of

imported goods. :
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Thers is o saturation ;;oint, but as the standard of liwang develops
in Latin Asmevics thab wt%.%l te constantly vising, and of course the
saturation poinl of vy boods mesms thy place where the price of the
goods isn't low enough for the man %o buy, You ean cure that by dwo
ways, vaising his ﬁzi@am or dropping the priece. Those two factors
are at work in Gﬁémy g8 in all othor countries. 0o that is move or
less ome of those theoreticsl things that is true bubl no very definite
place fixed for amy of its

Q@  Brazil Egas inersased her cobion produstion extensively in
the last fow years, Whab affect, if any, has that had on our oen
expuort trade? K

4 It ise't so nuch the me@aw é,n the production of Brazil
ag it is the increase in the production of &ll offier countries that have
increased their production of cobions Fob instente, Drazil produces about
1,250,000 bales, snd I bélieve our produstion in this country is sbout
11,000,000 baless In other words, they produee gbout 10 pereent os much
as we doe It as obvious that if we wére congidering Brawil slong, any
wmerésse in thelr pﬁ%;éﬁaﬁim wouldn't be serious, tub the inorease of
production of cotbon in & grest many other countries, wibined with
the increass in Brawm:l snd Argentina snd all of them together, had
an influence on the world market fﬁ%ﬁ cotton, There wes a itremendous
inerease year beféz?; lagbs We produced mesrly 18,000,000 bales, which

' was & tremendous cokion orops
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o Q@ Spproximately what percent of the United States exports go to

Tatin Americay

4 T am glad you brought that point out becsuse I dldn't bring 1t
out very cleariys Ve export from 16 to 25 percent of our total production
to Labtin Americs, and we buy from 20 to 25 percent of all the things we
buy sbroad from latin imericm. Of course it wvaries by years. Last year
it was probably very lows T haven't sesn the ;ﬁ/fﬁ:gur@ yeby but that is the
general piotures |

The proporéion of our sslesc to Latin America had been for a numwber
of years Inecreasing morve then it *g;as to gither the Orisnt or to Curope,
but our sales to Furope varied from 42 peveent im 1937 to as high as 55
pareent, Our proportidn wes low in 1937. Roughly, let us say that the
purrent of exports which flows to Burops is agbout three times the size
of the m:swbnh thiat flows to Latin Amaries, Dubt the smaller stream
is rising more rapidly than the bipger stream, However, if is cbviows
that as it rises only ong and s balf to one pereent 4 year it will be
& good many years befvre we can ever talk about letin Mmeriea market
replacing our other markets, becsuge the other one is three tames as
big and the 1little inorease that comes sbont each year is not going
to be very important. ' So it is not really wvery sound when we talk about
replacing our other markets with markets im latin Awerica. If we look

. over the next two hundred yedrs, yesy but over the next five yesars it

4~

. iy not golng 4o be Jumportant.,
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@ Doesn't this question about the saturation of the South
American market reglly work the a‘tﬁ@r way around, the saturation of the
ﬂniwci States sbout what they muld use oub of 3outh fmerica? We couldn't
r}rizﬂc much more coffes or eat many xmam bananas, Ooods always have to be
paid f‘fw ultinately, sdles have o be pald for in goods or - I don't ses
howt the South American marked could be sxpanded wery greatlya

&  This is true, that we ¢onsumed & third more in 1937 than we

438 in 193@?%%‘5 thers is quite a difference in the power of consumpizon.
But I see your point and you are quite right. One of the best ways to
ingrease our trade to Latin Ameraecs is to have a waive of prosperiby
m the United States go that we can :i_mreaé‘a our consumption of Latin
imerican g@ﬁ%ﬁ one-third go that they will héw the exchange to buy
our poods and the ;nemem Cenerally spesking, that is perfectly corrsct.
Bvery tims we have a waive of prosperity, s rise in the genersl cone
suming level in this country,we increase cur imports, and wmen we heve
ea;rrasponaing depresgion the first thing we do is stop buying and we try
o inmas;a Br exporbts. That is wnab heppened last year, Owr gxports
held up much better than our imporis and that is porfectly true. It is
not & gsaturation exaetly, but it is dus to any depression or any re-
cession, Ve just don't buy as much,

T g Igntt there a limitation on that? We usually try to export
more and they ean's pay us and we loan money, then they welch on the debb

vory often. .
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L That h&s happened. ‘That happensd pardienlariy in the years
from 1925 to 1029, Ve were increasing our exporis but they were {loating
%m; issues, and & cerbain part of those bond imsues did go into the
purchase of Americmn goodd, We were subsidizing oxports in the sense
that those losns which were never psid, and haven' been paid yet,-what
percentage of tnem wis used ta’zﬁm*&:ham imported goods I don't lnow,

But to a certain extent that was true, and that is troe in this case,

If they can develop their naturdl resources and develop things that we and
the world want to buy, those toans will be goud, and it 1s all right and
seund finaneing to lend ‘your @tﬁmﬁr mongy $o buy your goods if you are
protiy sure that in the succesding years they are poing to bs able to
make enough money to pay you baok with inberest and keep onm buying. That
E the answalrs ‘

Q From youp éﬁp&ri@m&, (mnld you Say that the tendency was
towards s demoeratic form of government in Latin America?

4  Yes, I should say definitely thet the tendency was toward &
democratic form of gwermaam ¥hat o democratie form of govermment is,
of course you can &¥ivwer as well as I can, It is theoretical, We
haven't & pure demovracy in this country. Thers isn't such 2 thong
existing. Wo are only relative.

The seme thing holds in Latin smeriecs, and the difference between
the varying degress toward which they have advanced toward demcoracy
varies with each majmi;:%aai eountry, Some of them have not advanced
very far towards democracy, some of them a little farther., DBut I

%"gm
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should say by and labge that the tendency s "yus." They ave all walkang
gleng that palth *éw&rti demooracy, Soms of them much farther behind than
e*bher; s perhaps none of ug as far 25 glong as we would lake to be, bub
SHI1 moving aling thah line, »

'Galzmel Hiles: Tocotor Dy& hask consented to say 8 Tew words to us gbout
hig experiences as the Amerioan representative for the Wer Trade Board in
N Borwey «

Doctor Dye: 4s ymz are aware, the War Trade Bosrd was organized to
take care ofy as irhe* name implies, trade of the United States during war
and under war conditronse In order to met go Yoo long into a description
of how the War Trade Board operates, 1 cvan confing 1t to the pard that 1

 was mest inbimstely commscted with in Seandinavia. Early in the aubuen
of 1917 I went 4o Svandinavia as & representabive of the War Trade Board.
The position ab that time was that the blackaga\ extended to svery country
in the world, including ours, Cermny and the Baltie,

Prior to our entyy into the war, we asgun;:é the right of a neutral
nstion to trade with "m'giz belligerents. When we entered the war, we sald
’ to the three mrt%zerr; nevtrals, Novway, é&é@m and Seandinavia, in

simple 1@&33&%&* ;ﬁéﬁéﬂt@iy %ha:%;, "You musl mow stop trading with the

¢ gneny or Cermauy or fm& oan't trade with us.® They sald, "Well, but

haven’t v & right to trade with both newtrsls?® We said, “lou have a
perfect right, but we slso have a right to'irade or not with you, and

we don't like to trade with you if you are going to trade with the other

3 wg*&
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fellows It ien*t a question of righte. We are just nobt going to sell
o youet They said, 6o over aridl ses what you ¢an Jdo as adviser to
the three legations in the northern newbrals,” The upshot of it was
that we made an agm@mmﬁwi%& the War Trade Board and the Norweigen
government, The ar T¥adé Board had no power to make treaties., That
is ?sta’ced in the fivst pa%*agmpix of bhw agmem%ﬁt, but nevertheless the
agreement wae bebwesn the War *i’raﬁa: Bosrd an~ the Norwsigen government,
that during the couwrse of the war they would not sell to Germany in
sxedss of 2 esriain qum%%.ﬁy, & mumber of tons of cerbtain commoditzes
which were specified if they would make that agreement not o sell in
excess of these quantiiies the War Trade Bosrd would asvee to furnish
them up to a cerbain mmber, I believe 1t was 330,000 tons, of msbterial
which they neaded for their eeonomic life. In order to carry out that
apreement, the x%wmigén govermment divided ite importers and e xporters
into commodity lines, There was ah import. organization of foodstuffs,
fish, drugs, metals, and minerals, all sorts of import and export
associations, In addition to the underteling which the Norwelgan
gwermen% made to abide by the agresment, each ong of these assoclaw
tions made a separate agresment with the War Trade Bosrd ard with the
representatives of the ﬁar“érad@ Bosrd that they would waben theiy
membersy that they wuld fiB®. each of them with amounts varying, I

believe, from 10,000 to 50,000 crowns if they were caught violating
their agreements, They themeelves would wateh ever helr members to

sge thet they kept the agreement, and so the agreswent was pretiy water

- 1 -
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tight, There was the peneral agreement wiilh the Norwelgan government,
there wus in addition a separese agreement wath each export organization,
who Knew each other, and the guestlon arcse as to vho could belong to
those expord snd import organizations and they settled that among then-
seglves by gemerally btaling thoss men who had been in thel particular
businese for some tame durlny the previous three yesrs and said that
they could i;@lang ‘o this and they were tha only peopls who could elther
import or exporit. Thersfors, the matter was pretty thoroughly controlied
in that way, and what I hove said wita regard to Norwsy periamins also

to Swedeh and Dermerk. In each ong of them thers was an agreement,
controlling exports snd imports. The conbrol was possible only because,
generally spealdng, the United States was sbout the only source of supply
for vhat they needed that was lefts The #llized fleeis controllsd the
seas, There was no way to get in snd oub of Jermany exeept through tae
rorthern neutrals.

The War Trade Poard opsrated in this way. ¥hen I weni over they had
wvery large trade of wmporting and re-selling Yo Germeny. We ssid, in
esgence, “If you don't stop 1%, we will stop your vital supplies, without
which you cannot live." Cermany sald, In essence, "If yo. & slop it we
will declare you an @nem;%rﬁ %o are elose. We will come over and blow
you off the face of the earth." It was a pretiy havd situstion, On the
one hand; we were threatening them with starvation. On the other hand,
Gormany wa&”%hmatﬁfﬂing Yhem with w&%ﬁi&éﬁz&n; Az 8 matter of fact,
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‘we didn't want to fofoe fnem inbo war on our glde, Germany &ldo'l want

* 4o Torce them into war on her side, I was really a glve and take matter.
Brentually we reduced i%. We lebl go through to CGermsny from 12 to 25
pereent of what they had bitherto been supplying, and in return for that
e aupﬁlieé them with whet they needed to live on and gelt along through
éthe wor, and we controlled the exports to Cermeny. I myself had to in-
spech and gign every export shapment to Germany, which was permissible under
the agreemsnts In addition, we okayed and approved every lmport into Norway
so that their entire sconomic 1ife was vontrolled in an iron grip by the

Allios,

¢ 3

That 1s the gereral way in wuch the War Trade Boara workes. It did
stop the wmport and I believe was ope of the Faetors tnat broke the war
and was ;ﬁeg‘sibla o cguse the collapse of Gevmanys

. Golonel Males: That is certeinly very interesting to hear that
deseription. I think it is the first time we nave had a firgt-hand
despraption of that particuiar wethod.

Q2 OF whom d3id %m personnel on the %ar Trade Board consist?

Yers nost of them in the Department of Comerce ab the taime? Were you
yourself in the Depariment of Commevee when the war sbarted?

4 Ho. T wad ¥he Asoistent General Mansger of the Phelps Dodgs
Copper Company in rﬁaugism, Avizons, Having been American Consul in
Hexieo for four years, having passed the compul examination, and
particularly having studied sbroad Cermam, French end Spanash, I assumed

’ that my services might be actepitable. At that time I wes forty-one

- 12 -
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years of age. I thought I wasn't admissible into the frmy and so I
volunteered for mee# was accepted and saama to Washington and went
over as War Trade represmwmve_ Ky calieague in Demmark was a lawyer
in the city of Frwiémns, Bhode Isiand. They were mostly business men, I
‘ think, who came in, BSome of them wers from the Department of Commerce,
but the Depariment of Commerce wasn't ovganized in 1916 with conmodi Ly
s diviaiena.t At the present time I thunk our persomnel, both abroad and
elsewhere, is mich move along the line of ihe men who st that tine went
into 1%. We were mostly business men who were drafted into service to
handle it on a practival business b;aéz’;s.
i Q In a foture war, who should meke up the War Trade Board?
" A I should say thst 1t should ﬁba cemposed mostly of the Depart-
ment of Gommerce vepresentatives. I am pulling for my own team, That
- would, of course, depend on eirmms:bmwasg bub it is true that we do have
now in the Department of Commerece s Commodities Division and the Feneral
seteup is very much like the old War Trade Board, T have just described
how it was set up and how 3t nad to be set up, in my opimon, for the
varions amntzmieﬁ for control because 1t is quite cbvious that a nan
whe imports petrolsum in Norway dcesn't know very much about the import
5 of gocoa or of coffes or meat or other thangs. It hae to be organized
by men who know their particular commpdities, I don't believe that you
will ever orginize for war Purposes on any safe lines except the comrodity

lines, that you will have o get some organization that knows the comradi by

s
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particularly, and know what they are talking sboubty know the msiness and
how buginess is organized, who bglongs to what mport-export organizations,
and 80 forths I think it must be orgepized zlonp the commedaty lines in

any war, y )

Q@ Do you think it 15 more difficult for the War Trade Board to
control the Americans involved than it is to contrel the foreirmsrs?

& ¥ 18 always rﬁém d1¥Picult 4o control Americans then anyway,
Perhaos that is sidestepping 1%, but that is a falr sicestsp,

Q Wouls yﬁu%am +¢0 discuss the orpardzation of the Deparituent
of Commerce gﬁaﬁa;y wmth regard to possible use of that orgamszation curing
& transition perdod, how quickly it ceuld get inte operation, and eantrol
of war trade, bow much they would have to wxpand, eto.

&  When we gpeak of the Depariment of Commerce we mesn prancipally
the Borean of Forergn shd Domestic Commerce, Ths Department of Commsres
is orgamzed inte & burssus. OF those 8 bureaus, there ars 7 that deal
with the public generglly slong a functionsl line, such ss the Buresn of
Patents, the Bureamu of G@ﬂs;zsﬁ the Buresu of Pisheriss, Coast and
Ogodetic Survey, Navigation, and %0 one There is one burean, howsver,
that deals with the oticupational lime, and that is the Burean of Foreign
and Dosestic Commeres, which deals only with commerce,

I might go back a little ferther and say that those of wouw who
studisd :tihe orgenization of owr governmend know that there are ten

executive departments. OFf those ten execufive depariments, the first

,
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seven that wers seb up, War, State, Treasuwry, Navy, Post Office, alcs,
on Mmevions} lines, that 18, they z;arfsm for a1l classes of owr popula-
tion without regard to any distinction, The last three depariments thab
wore get up, Comierce, Agriculbure, aud Lebor, were sebt up on cccupational
linese The Department of Agriculturs deals with the farmimg class, the
éepsr“’cfmam of Labor with the employee and the laboring class, and the
Departrent of Commsrce with those vho are engaged in the buying and selling
of gouds Trom mmupatﬁ:aml linoa. ,

of %gwée three the Department of Commerce has these eisht bureaus, and
of the sight bureaus theve is only one thab deals 100 percent and strictly
with cmzm:;ea and that 1% the Burean of Pereign mod Domesilc Comares.
Within that burems ther~ sre geb up for the purpeose of handling the
sosmodd iy aw:‘i.si{;nm We have a Poodatuff Division, a Textile, Hetale mnd
Hinerals Divislon, Rubber Ddwision, Tides and lsather, and so ow, and then
we have & Service Nivision, a division that dedls with commercial laws,
with eredits, slc., so that we have twenby aivisions thab are esteblashed
along commodity sme functionsl liness That de why I sty that thst could
be particularly valuable 4s @ roclens aod ne g lialson in time of war
bocause our commodity Alvieions ere in touch with the mamufacturers, the
exporters and importers, and the distrobubion in this courtry. Those
divisiohs in turn ave subdivided into soctions. It is thear businsss to
kesp closely in touch with waruPacturers and exporters and imporiers, 1o
koep an eys on the dowestie trade and particularly with reference to
foreign trade. *i;hai is why I believe that 1t would funcition well,

. 4
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Q  Dootor, you don't bed :i.m:a then that the State Department would
be capable of forming or being the nucleus of the Way Trade Board?

5 oy Iwouldn't say that, OF opurse the 3Btate Tepariment deals
entirely with forelgn affolrs. ‘They glafz'% have apmy commodity divisions in
thea' comntry. There would have to bs z eonperation and a coordination of
tha work becsuss the Stabe Depariment dhes vob have any organigation in
this comntry which degls with those., The Staote Departme=t dosls with
owr foreign relations and of courss owr foreign relations beeome vitally
lmportant in tine of wary both from the sconomic side, so that 1t 1on't
a question ‘né‘ thet, It is 8 question of &he proper coordination of ithe
two functions of cormerce and foreign relations,

Q T4 what extent de you tﬁg in with representatives to forcien
countrics of the Conmulate ond Condulate Ceneral? Do you have nuch
epordination there in time of pesce?

. & Tes, we have a very close coordinmtion: Ve recedve in the

Bureax of Foreien and Domestic Cormerce s1l1 the commercisl reports of

the three kux{dmé odd embaseles and consulates wheh sve sbrozd. In our

foreipn work we coordingte our work very clogely wath the consulates. The
. Durgan of Foreigr and Domestic Commeree is the distributiae aspency for

8ll of thé commercial information whieh flows n from the three humdrod odd

corsulates, ambagsies and legations abroad and the thirty-five offlcers of
’ the Burean of Foreign and Dofestic Commeree shrosd. The gensral
distinetion babween the work gbroad is thst the work of the Bureau

reprasentatives, the Cormorce attaches, is that they devote themselves
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entirely to matters of commerce, The consuler service devetes 1teelf 1n
part to commerce. There sré mapy places where we have no representatives
of the Bureau of Foreagn and Domestic Commerce, and in those cases the
z‘:;aﬁsul furnishes the compsreial information. We coordinate our work
sbroad in such 2 way that there is practically no overlapping, and we
deal ondy in i:}fm:ma,tim. That information is supplied by bothe

Colonel ¥iless Te are certainly very grestly indebted to you,
Doctor Dye, for giving we this time,and we hops that your work abroad
will be plessant and satisfactory to you. Thank you.
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