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(10NS WITH LATIN AMERICA AS SEEN FROM THE NATIONAL STANDPOINT

by

J. P. Cavin
Chief, Consumer Policy Section, Consumer Division
_Office of Price Administration and Civilian Supply

I

' the Good Neighbor Policy of the Roosevelt Administration, our
$h the republics of Latin Americe have undergone marked improve-
X the Seventh Pan-American Conference at Montevideo in 1933, the
ﬁn Conference for Peace at Buenos Aires in 1926, the Eighth Pan-
frence at Lime in 1938, and special consultations of Foreign
Panama in 19%9 and at Havana in 1940, have come increased under-
JMtual problems and the establishment of permanent agencies of
bm such as the Inter-American Neutrality Committee and the Inter-
- |homic Committee. Specific actions on the part of the United
.ﬁs the abrogation in 193L of the Platt Amendment which limited
~}?Fy of Cuba, the withdrawal of Marines from Haiti in the same
inquishment of our control over the customs of the Dominican
lisgho’ the negotiation of reciprocal trade agreements with 11
3&§ countries, the loans of the Export-Import Bank, the establish-
ivision of Cultural Relations in the State Department, and the
3£§-Mr' Nelson Rockefeller as Coordinator of Commercial and
“tions between the Americas have shown that our statements of

‘N have not been empty words.

Zth? spread of the war and the alignment of nations beside and
g is, our efforts to improve political, cultural and economic
M% haYe been widened and intensified. The reasons require no
|, Sussion, The Axis threat to the United States is by strategic
N hreat to the entire Western Hemisphere. It is of vital con-
"‘Si?ntries on the continents of North and South America that

%tting power of the entire Western Hemjsphere be mobilized
! ireat or any future threat from whatever source. This requires
%ut}lization of the economic resources of the hemisphere, involving,
“Mﬁlngs’ a complete reconsideration of our trading relations
.erica. .

i
tsp&Per is an attempt to do some reconsidering. I am painfully
%dlfficulty of saying much that is concrete and constructive.
emg to generalize with accuracy about Latin America. The areas
S%M@Oh.we commonly designate as Latin American embrace over 8
%pe miles, over 130 million people of varying racial mixtures,
i nd?nt republics. Furthermore, the basic trading relationships
s,msilca are distorted and beclouded by the exigencies of war

e the shape of things to come can only be surmised,

11

thy

mhél try to get at the issues involved under six topies: (1) a
of some of the major characteristics of the economy of Latin

Yapy s
Ewﬁilcglarly its trade relstionships prior to the outbreak of war;
%tion of thz impact of the war upon these trading relationships;




-85~

ﬁc rclations betwoen the United States and Latin America during

op belligerency abroad and of our dofense effort; (L4) alternative

p”icies tow:rd. Latin Amorica during a period of post-war reconstruc-:
ifficultics of economic collaboration with Latin America; (6) the

® cconomist in Inter-American cconomics.

III

:%ugh I do not wish to burden you with figures, it seems nocessary
"h o fowr quantitative facts, the significance of which I hope will
; e?‘I'D.s we procceds, In outlining the economic position of Latin-

4 20re the outbroak of war, I shall refer triefly to tho volume of its
Composition, destination, and origin of “Sh' trade, and the position
td States.

=3

b
h
tt
Of°1‘Gign trade of Latin Amorica has constitu::d a significant part

h:ld trado. During tho decade preceding the war, the 20 republics
ePQPica accountod for about 10 per cont of total world exports and

"{0

s ®ent of total world imports, the excess of cxports boing due in

Ufo the debtor position of most of the Lelin American countries,
® total value of Latin American cxporte:xcoeded 1.8 billion dollars,
S woerc over 1.5 billion dollars,

Rans

.&?1t° great minoral resources, which are the basis of the economy

Ebw?f countries--notably Bolivia, Chile, Venezucla, Peru and Moxico--

09 g industrialization of many arcas, agriculture, including the

kmleOStock, is the principal occupation, ongagingover two-thirds

%5 Ation, 1In 1938, agricultural exports from Latin amecrica accounted

tw&hPCr cent of tho total, the romainder being largely minerals,

byt & fer forast products, Some idea of tho importance of the

0 0Products nay be gained from tho fact that coffce from Latin
,&mrnted for nine-tenths of the world trade in that commodity; frosh,
%dc frozen beef for two-thirds; flaxsoz:d for one-~half; cane sugar,

ty %stor boans for & third cach; lamb and mutton for a fifth. Imports,

‘g, “Xpected, cmbracoed the whole range of fabricated goods, ranging

g - ‘lon goods such as automobiles, radios and textiles to production

1 S machinory, locomotives and airplencss '

o the .
‘mmlm&k of the foroign trado of Latin America is accounted for by

h s, In 1938, 86 per cont of tho ecxports wore distributed as

J\r,
*1§§hﬂ&, 2ly per cent, Brazil, 16 per.cent, Venezuela,:15-per cent,
"ly, T-cent, Cuba -and Chile, each 8 per cent, Colombia,5 per cent.
'Tu(fr cent was accounted for by the threo rcpublics in the West

¢ g ! Haiti, and the Dominican Republic. With one or two excoptions,

.

198 maintained o similar position with respoct to imports.

¥

&%&i the largost sinslo outlet for Latin American exports has been

tedgoatOS, vhich took over 30 per cent in 1938. The United Kingdom

Pory ? bout 17 per cent, as did Germary, France and Italy combined.

ton lct?re is similar, with tho United States accounting for about

Eep; Unlted Kingdom for 12 per cent, German, Francc and Italy com-
®nt, Tho remainder of the trade was scattered among a large
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:f°0untrios.

‘ Pfing specifically to the United States, we find that in 1938 about
I o our total oxports of approximately 3 billion dollars went to
fhjca, while about 23 percent of our total imports of nearly 2 billion
“me from there. OFf our exports to Latin America, about 74 porcent
lnished manufecturcd roods, while the principal import items wore

®d ng follows: crude foodstuffs, 42 percent; manufactured foode

i beverages, 23 percent; other crude meterials, 23.5 percent.

Y because of the debtor position of most of thc Latin American coun-
have charactcristically imported someihat more from that arca than
“ to it. This position was reversed in 1938, when exports were
In excess of imports. About 40 percent of the imports from Latin

fere dutiable, which was about the ratio for imports in general.

' the calculated ad valorem rate on dutiable imports from Latin Ameri-

%ut 47,5 percent compared with a rate of about 37 percent for all
Matries,

Hm over-gll figures of our Latin American trade are likely to be

g because of wide variations as betwecn different areas. It is

"V to differentiate between our trade with the countrios of the

fzarea, Brazil, countries of the west coast of South America, and

“Tate zonc countrics of the cast coast.

I

?m Caribbean arca includes Mexico; the insular republics of Cuba,

;x thq Dominican LHcpublic; tho Ceptral American group of Guatcmala,‘
or, Ficurague, Ilonduras, Costa Rice end Panama; and the north coast

eiOf Venczucls and Colombia. In 1938, 45 percent of tho exports of

%%an group wont to the United Stutes, from which thoy obtained

;m;Of their imports. Our imports from this arca included such

el ¢nd forest products as suger, tobacco, coffce, cocoa, bananas,
°td mahogeny; and mineral products such as gold, silver, luad,

Per wnd petroloum.

braziy

o sent 34 percent of its exports to the United States in 1938,
0 ig

R took 24 percent of its imports. Coffee accounted for over
.E:m of the valuc of our imports from Brazil in that year, while cocoa,
Wax, babassu nuts and castor beans accounted for another 16 percent.

o op heir exports to the United Stetes in 1938 and. purchased 30
@°f their imports from us. Important among our imports from this
%ge copper and nitrate from Chile; sugar, copper and lsad from Peru;

Snanas from Ecuador; sntimony from Bolivia.

? .
Jhe émaining countries on the east coast .- Argentina, Peraguay cnd
p _ S%XPorted only 2 rorcont of their total exports to the United States

Whi . : . A .
’dvhlle burchasi: - 1¢ percent of their imports from this country.
i Ue to the fuct

Uity these countries lie in the temperate zonc and
ﬁﬁizz PTOduce?s o agricultural products, most of wh?ch are prodgcod
%ial Sta?e§ in lerge quantities. From‘thcse countries, we obtain
in. . dvantities of cannezd meats, wool, hides and quebracho extract.
&n important source of flaxsced.

2 ig
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i .
?this pre-war picture in mind, we may turn to the situation during
3?’19h1. Because of a lag in the availability of trade data

‘Merica, it is not passible to give a fully-rounded account of

Mened, Reliance must be placed on scattered indicators,

threSpect to the United Statcs, the picture for 1940 is clear. In
’O?r exports to the 20 Latin American republics totaled 726 million
%:ncroase of about 47 per cont over 1938. This expansion involved
i, °2Ses in our exports of iron and stecl products, papcr and chemicalese
I%f“r exports of aircraft and agricultural machinery are self-cxplan-
0 s from Latin America in 1940 totaled 620 million dollars, an

., Sbout 37 per cont over 1938, Items such as wool, copper, crude
%%d_scmi—finished 0ils showed startling increases. The value of
nwsln 19,0, for oxample, was six times that of 1938, Despite this
3%¢ in both export and import trade with Latin America, it was

¢ level of 1929 when exports excceded 900 million dollars and

Do . .
“ed o billion,

\)

h
3
Cont s . . .
qe°nt1nuanco ~f this excess of cxports over imports, which bogan

3 vo°Cted primarily the inability of Latin Amcrica to purchase from
%@u?opean sources. This balance was more than offset by imports
mes}1Ver from Latin America. With our civilian population beginning
%Oﬁlnch of the defense effort, it would have boen infinitely better
s%t of viow of sur national standard of living could these so-called
\ s have been replacod by consumable commoditics.

by

%lﬁgnificanco of Latin America in our total trade did not alter

lc%;? 1940. Exports in that year to tho 20 rcpublics of Latin

tm Buted about 18 per cent of our total oxports compared with 16

Mh 938. Imports from Latin Amcrica in 19),0 were about 2l per cent
®mpared with 23 psr cont in 1938, This situation was, of course,

plru
1 .
le] expansion of our trade with other arcas in 1941,

.. _
d“ﬁth be expected in these incredible times, the trade position
%nped in 1940 has already changed. Our rccent oxport balance to
:RHF bogan to decline in the lattor months of 1940; by February
hsf %0 import balance had appeared. For the first quarter of
eﬁhfmort balance totaled about L5 million dollars. The rather sud-
ﬁﬁmmme of this import balance is due primarily to the rapid
fy, ° our Login gmerican purchases of materials essential to defenses
ffyf“ntinue’ the first quarter rates would give an annual import
%%%:e t5 a billion dnllars, and an export total in the vicinity of
h%hhé-of a billion, This is not to be taken as a forecast for 1941.
g%l mles arc sreat, an?! the increased imports from Latin America .
Wm”aE refloetud © lwerensed exports from this country. Barring
wlmeis on the sii 5 naze available for trade with Latin America,
rfma Y that our t tal trade with that area in 1941 may exceed that
{@W%h&n excess of imports aver exports ray bo cxpected, and that
&Whm .L&tln America will ropresent, particularly on the import side,
*on of our total foreign commerco.

i

)

0" dy

L%hanot know accurately the total foreign trade position of the

%y Countries during 1940 and the first half of 1941, but it is
¢ impact of the war is beginning to mako itsolf folt with

b

'
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Romic deterioration in a considerable number of countries. Trade

ﬁbly well in 1940 vhen imports totaled 1.3 billion dollars com-
billion in 1938, Exports were estimated to have been about 10
the level of recent pre~war years. Signs in 1941 are less favor-

v

tﬁas our defense effort, paralleled by conflict between Great
® Axis continues, the course of our trade with Latin America is
;e It will be determined primerily by the availability of shipping
A of our defense requirements. The shortage of shipping will re-
Volume of trade between the United States and Latin America
*loy the level vhich would obtain were the normel amounts of
havailable. The cargoes carried by the available ships will be
0&? in favor of strategic and critical materials requi?ed by our
bﬁfm' Imports of such items as wool, hides, copper, tin, vanadium,
ﬁﬁFQ: quebracho extract, iodinec, and quartz crystals, will be much
QS the demand reflected only consumer buying power and choice with-
to%tes., If the defensc program continues for some years, there
hnéreasing imports of items such as rubber, manganese and manila
%Bz.obtained from other arecas. The production of such products us
hoflmulated not only by unusual demands in this country and by the
%”t the usual sources of supply, but also by special financial
& 4 ¢ expension of their production in Latin America. This doss
%;%Orts of itoms not directly connected with defense demands will
hﬁf °f such items as Chileon nitrates, to make up the deficiency
W fertilizors caused by the diversion of synthetic nitrogen to
the Staple food items such as coffee, sugar and bananas will be
bopy 0T, it is to be cxpected that a considerable volume of charac-
rwu.from Latin America will continue. This for two reasons:
by frequently be some shipping space available after the more
Jogqo Teceived priority, and second, it is nccessary that as much
f%sil o p Y se - S A . .
Qre@we be given to the normal economic structure of Latin America
;%r “ive tho fullest economic and political collaboration from that
%ﬂy € totul volume of imports can be maintained at current levels
| & o0 the shipping situation, and this cannot be forescen with any
T exports to Latin America, we shall doubtless continue to
ynmw. of fabricated goods, modified by defensec prioritics such
%mﬂjlne tools and aircraft, and reductions in domestic output such
the - oted for automobiles and tires. On balance, any increascd
ﬁcf;uted States and other arcas, such as Japan, cannot bo expected
ti. 10Sscs in the Buropecan market and the economics of many of
RN
;“mh;n Countrics ¥ill function below normal lovels and under con-

8
Tops
b g

i L)
shQr :

{%m;ﬁft Will be ehinping and the oxigencics of economic werfare
Fofec: th? situation rather than the supply-demznd conjunctures,
f%nnrn°m1° groups and the considerations of cconomic welfaore which
Wty ée complex in times of pence. Economists continue to quote
%n°212t chiefly to remind us that "defense is of much more im=

nce M
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g rough sketch of »ur oconomic relations with Latin america
™medinte futurce, I turn with even more apprehension to a
these relations in a somewhat more distant p:riod, which we
tante the post-war perinde

}hng with this perind, it is customary to start out with alternative
U%h a5 a British victory, an Axis victory, or some sort of a
%ito'discuss pnssibilities undcf ?ach assumpt?on. This procigugo
hwbrlnging out some of the broad issues, but it connot be_puo e
¢ onch major possibility roquires o large number of crucial sub-

h raspect to such things as political nlignments, programs

‘,’Qt
tney, and policios of trade control that are beyond the focus

3% far as I am willing to go is to say that in eny cvont th?

{?°OUntrics vwill rogain some of their Buropeon @arkuts during

p 2°riod, though it is unlikly that they will attain, save

ﬁibriOF emergency poriod, a volume of oxtornalyt?aqe w1?h Europe

Onit of tho pre-war poriods In the cvent of a British chtoryf .

t.of that trade will 1epond primarily on the world trading policics

.Y Country and by Great Britain. In tho event of an éxis victory,

d&?nts viill boe offered to brins some of the Latin gmsrlcan .

lw;n the tradc orbit of Germany. The extent t? Whlch they mlght

| ;ﬂq depond in large measurc on the trade policies of the United

N What might develop out of some sort of a stalemate, your gucss

Ny e, Under all three assumptions, howcver,‘I an inclined to

't) CComomic ties with Latin Amc?ica yil; be closer than they are

'umunOC&usc of the mutual cconomic sain 1nvolycd, nartly bocauso’.
3 necossity of regarding the Western Hemisphere as a stratogie

hayy
lﬁhe

try to bring out some of the considerations which must in any
hog :
.Fsider

from the natisnal viewpoint. In terms of economic wolfare,
Vapg the sains in real income that may accrue or be d?niod to.tho
%, °US countrics within the hemisnhercs. In terms of intornatinsnal
{og, St considor the oxtont to which varisus policios will induco
'tu”fountrios to turn toward tho United States as o collabor§t0r and
‘op , Olsewhere., In terms of military stratcgy, we must consld?r
%s%£§de policies on sur ability to insurc.tho stratoélc materials
g, 1al t5 our <efenso. In terms of the interosts of produccr§

) 77 We must woizh adjustments arising out of trado policy against

SUlng inVO 1lved,

”$éhﬁies can we pursue under the various possible circumstancos?

) 5 WSiness-as-usual policy, under which no spocial cfforts are
%wﬁrﬁh the resyrces of Lotin America or to knit that arca into

thy .. Telation t- ur. Wo can concontrate, through loans and other-

fop 0ONSion o wroluction in Latin amcrica of products which are
bhm;mr defensc ceconmmy and on products whose importation will not
ndohff Productisn adjustmunt within thoe United States.s We can zo

'y ;2§d Jur senerasl trade with Latin america an! take measures to
Soggqs, 9 U8tments which such a policy may meke necessary. Most persons
d&se Y of 50inz beyond a business-as-usual policy toward Latin Americe.
from nolicies in tho sceond catygory. It is on the third
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tgen
~%?muld be noted in passing that problems raised by the adoption

N Within the third group are confined to a few countries, prin-
W%mntina, Paraguay end Uraguay, and to o few commodities including
'y, 700l and floxseed. The countries primarily engaged in producing
®rals ond tropical foodstuffs do not present the same type of
Qein the case of sugar, which involves our relations with the
Yntries and Peru.

tana aifficulty arisc,

1‘11.
A
§gspfoblem of the adjustment of domestic production to various
'y °les with Latin America is beyond the scope of this paper, which
- Y op
Plmarily to the national considerations involved.
by

%}lne of argument followed up to this point has been a relatively
:m}éamely, that insofar as we make our defense effort a hemisphere
iPG?SOfar as we continue to operate on o hemisphere basis in any
”hgﬂd, there must necessarily be greater integration of the ecoh-
o B America with that of the United States. And further, the
1,%'% of integration that is aimed at, the groater must be the
“Justments in the economios involved.

m VII

R

&,ﬂ?r§going analysis is admittedly an over-simplificatiog of our
ytrdFlons with Latin America and one which is expressed in ?he
;%n;mhology of international tiade. Actually, the problems involved

| Usly complex. For one thing, we are not dealing with a single
ﬂu;@: but with twenty-one independent rcpublics, each with strong
ﬁ%plrﬂtions, extremsly difficult internal economic problems, and

%, Policies of external trade, not only with tho United States and
ﬁ%ﬁs Of Europe and Asia but also with all the other republics of

' ;°%  This means that we have to carry out our economic negoti-
;%mgt}n Amsrica country by country and with a sympathetic understanding
~|" "™ec and social problems with which each of these countries is

L b
;ig;mPe important is the fadt that many of the countries of Latin
iﬁd& Facial compositions, social structures, and a cultural heredity
Ay ferent from those of the United States. All of these raise
%%;?blems of mutual understanding which can be overcome only by long
ing efforts on the part of all concerned.

)

VIII

N
.'%%Eil close with o fow remarks on the rols of the economist in
I N economic ru.ntions,

|l
tgmifirst placc it is absolutely essential that we ccase to
ifp%birk concerning Latin America. It is not possible to solve our
Qewa OWS with these countries merely on the basis of general
;3%%s°nlng, frequently of an outmoded variety, without knowledge of
W 8 with which weare purporting to deal. It is essential thet we
%indents of cconorics who arc willing to devote themselves to the
8in Amorican countries in the same detailed way they have

f
5 A
R
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elves to the economic problems of Europe. It will be necessary
Yons to go down to the countries of Lotin America, lcarn the
“derstand the modes of thought and gencral social stpucture,, and
"{led cconomic studics in a manner comparable to the studics of
e, and agriculturc that are being carried on in the United

“ proscnt time. Thosc admonitions apply with equal force to the
tconomics and thosc influencing cconomic policies in the Latin

Wries themsclves.

?1 vord may be said with respect tothe type of economic analysis
undertakon. Altogether too much of the thinking with respect
?iCa is carried on in terms of traditional international trade
?usually degenerates into a futile argument of protzsctionisms

@e¢ more appropriste to the ninetcenth century than to this ono.

s not the problem. The real issue is how to utilize the natural

" productive power of the entire Western Hemisphere in a manner

Yntributc to the greantest economic strength and welfare of all

.Tha methods of doing this cannot be completoly established by

Soning, The inedoquacy of such reasoning with respect to the

:?10ms within the United States should be apnarent to anyone who

™ himself with the problems of post-war adjustment, the Great

;ﬁnd tho present defense offort. Economics has never been an

n;ne, but in glancing beckward, it scems clear to me the economist
V-five yoars ago was in a far happier position that the cconomist

¢ operataod from o more stable base and wns more confident of his

| Thig stability and confidence had several aspects. [irst, he

M a high degrec of stability among the various political units

''he world, Second, his theorctical equipment was not only relatively

éeemed adequete to the tasks at hand. Third, the forces of

Qrol were fairly well demarcated as between tho government and

wgtﬂrpriso. Fourth, the tochniques of economic control and

. ero rolativoly few and rcasonably simple. Finally, the objcctives

01lpolicy wore also fairly well dofined and there was considerable
those objectivos.

R,

ézgls i§ changed. National boundaries arc changing overnight, and
€ ultimate political and economic elignments is unknown. Our
Qedq\npmont is being drastically overhauled and expanded. Even the
by Marshallian tools of long-run and short-run cost curves,

,ei1“8, the representative firm, and quasi-rent, though still very
mksotﬂadeguate to the task. We are trying, for cxample, to digest
hﬁ_OI 01139poly ond economic fluctustions and to think in such

h%inGS and investments, cxpectations, and differentiatod markets.
hhmng the whole problem of the control of economic life, while

‘*Qcﬁts in such control are springing up around us. The techniques of
tﬂﬂg“@glng. To +aks but one example, we cannot think of inter-

g in simplc toiis of tariffs, self-equilibrating international
%"‘&utomatic gold flow.. We must plunge inte the welter of controlled
\ ai%ateral t?ading arrangemonts, quotas, and trade monopolies.

yhldb struggling to redefine the objectives of cconomic policy

b ard:Oncroto goals of price, incomcs, resource allocation, and

)

flep

. Proble _ : . . . . . .

mreiblcm of our cconomic relati-'ns with Latin America is simply one
h we strive to comprshend and to mastere




