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A SURVEY OF LATIN AMERICA AND
THE ALIIZNCE FOR PPOZRESS
By
Paul Burnham
Lieutenant, United States Navy
The nations comprising latin America are in varying aegrees
underdeveloped. In their quest for.economic developmett,
Latin Americans can easily fall pfey to the utopian pro-
mises of communism. The United States haé, 1nurecogn1tion
of this problem, entered into an Alliance for Progress with
the Latin Countries. The Alliance for Progress, coupled
with the Act of Bogota, 1s a bold new program designed to
helo the Latin Americans helv themselves toward economilc,
political and soclal well being. In analyzing the need
"for this progrem this paper is concerned with current soclo-
economic conditione in latin America, the provisions of the
Alllance for Progress, and the machiner& for implemsntation
of the Alliance for Progress. ,(Emphasis 1s placed on the
need'for social change before any program of economic ald
can be successful. Consideration is given to the fact that
latins have a culture which is different from ours; and,
consequently, we cust expect them to adopt & system which
is suitable for their own needs and not neccessarily a

mirror image of ours.

May 1962
Master of Science in Management
Navy Management School
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CHAPTER I
INTRODUCTION

dince the end of World Wer IT the United States has been pre-
occupied with the problem Sf advancing world commmumism. Billions of
dollars of economic and military aid have been distributed to various
areas of the world ir an attempt tc provide scme messure of improve-
mert in conditions in the hope that the onrushing tide of world com-
mmism ceuld be storped. Burops has been rebuilt from the ravages of
war and is now & thriving srea. Jsparn has been rebullt and has made
great progress. Mach aid has been poured into cpxmtriss with various
degrees of success. Our aid has not seemed to accomplish ite objeo~
tive in Southeast Asis, and yst 1 goes on.

In all ¢f this period, until just recently, the Upited States
has appéared to be ooncerned about every part of the world except its
own hemisphers. The United States has been satisfied to asmume that
the Monroe Doctrine and Roodevelt's Good Neighbor Policy, along with
the colleotive security agreements of the Organization of Americ;;.n
States, would keep Latin America free from foreign domination and
world commmisa., Iittle has been done to aid latin America in this
time of cold war, and now-the results of this neglect are starting to
appear.

The rige of the Castro regime in Cuba, ocipled with o feeling
of 111-will teward the United States on the part of many Latin Amer-
icans, has swekened us to the faot that the cold war has moved to our
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2
doorstep. The international communist movement is making a mommenial
drive to convert the people of Latin America. As a result, the United
States has taken a "new look® at its policies toward Iatin America, and
some (mbitious new plans have taken shape. This new approach to our
policy was first embodied in the Act of Bogotd of September 13, 1960.
With the inamguration of President Kennedy the spirit ~¢ the Act of
Bogotd has been further extended, and the United States has entered
into an "Alliance for Progress™ with the Latin American countries.

The Allianpe for Progress, adopted August 17, 1961, has as its
purpose ®,..to demonstrate to the entire world that man's umsatisfied
aspiration for economic progress and social justice can best be achiev-
ed by free men working within a framework of democratic institutions.
It is a bold new ten year plan, e-visaging at least twenty billion
dollars; which is designed to bring Latin America into the modern age—
the twentiei. century.

It is the purpose of this paper tor (1) look into socio-eco-
nomic cenditions in Latiu America and thereby reyeal its needs, (2)
analyze the Alliance for Progress to determine if it ﬁeets these needs,
and (3) study the machinery for implementation to determine if 1t is
geared to truly attain the goals of the alllance.

The United States, if it_:i.a to survive as a nation of freedom
and atundanpe, can no longer remain short-sighted in its international

1iohn P. Xermedy, "Aliansza Par Progresso," The Depariment of
mm XLIV (April 3, 1961), 4Ti.
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responsibilities. It is true that we must control the growth of
international commmism, for if we do not we shall perish. By virtue
of our abundance we have another duty, and that duty is to help the
poverty striken and oppressed peoples of the world to attain the
dignity and spiritual, material and intellectual fulfillment which has
always been {:hegoa.l of our civilization. We must look beyond the
immediste problems of our security in tlcxé administration of aid; be-
cause our ultimate security will depend on the advancement of mankind
who, through free institutiors, can exist in friendship and coopera-
tion. This will m;b be possible until the disparity between peoples
is narrowed. The Alliance for Progress is a massive step in this
direction, and its importance cannot be ignored.

Emphasis is placed in this paper on the need to .‘}.'ecognize the
social aspects of advancement. It is necessary to realize that many
of the institutions of the underdeveloped countries operate in a way
to prevent progress. Any aid program, if it is to be successful, must
be based on a realization of the existing social culture, and it must
operate either to take advantage of this culture or to change it. In
assessing the value of any aid program it must be remembered that values
of the United States are not necessarily those of other peoples. Any
attempt to force a separiate and distinct culture into an eract mold
or replica of the United States is probably doomed to failure. The
goals of the United States should be, in our aid programs, to help others
achieve freedom and well-being; and if their particular culture dic-
tates that some mixture of free-enterprise or methods of solving

T = e P ——
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CHAPTER II
CONDITIONS IN LATIN AMERICA

Standard of Living
The area termed latin America comprises some sixteen per cent

of the land surface of the earth. It is rich in natural rescurces
wllhich are awaiting development. Iatin America as a whole is blessed
with almost evéry metal and mineral kmown to man. The land ranges
from fruitful plains, to jungle, to desert, to rugged mountains. There
are millions of acres of forests which are yet to be expioited. Rivers
are yet to be déveloped for navigation or for hydroelectric power.
This vast area of almost eight million square miles supports six per
cent of the world's population (188 million mecre or less).>

. letin America is comprised of twenty different coumtries, each
witl. its own special problems, culture, racial mixture and type of
goverrment. While one must exercise caution when referring to Latip
America as a whole, there are some characteristics which are generally
descriptive of it. Much of Latin America may be included amors what
have been nsmed the vnderdeveloped countries of the world. In gemeral,
these are recognized by three distingnishing characteristics:

In the first place, industrialization is either nonexistent or in
its earliest stages....Secondly, the standards of livirng there,

Bubert Herring, A Zistory of Jebin dnopicn Zron the Jerdmince
to the Presout (New York: Alfred A. Knopf, 1961), p. 15.
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“Bubort Herring, A History of latin £from the Berinnings
1o the Preswmt (New York: Alfred A. Kmop?, 1961), p. 15.
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frequently expressed in terms of gross national product psr capita,
are relatively low. Finally—and perhaps most,significantly—these
areas are theatres of remarksbly rapid c:hzange.3
Latin America is typical of many underdeveioped areas in ‘that
there are a few extremely wealthy people and & mass of poverty striken
people. The average income per capita in Latin America is about $300
per year and varies roughly from a high of $790 to a low of $70 (see
Table I). These figures are for the average income per capita and
are misleadingly high. Since in each country e fgw people are rich
and many are poor, the average income—low as it is—is higher than
the median income.
latin America is not a land of fiesta and romance as some peo~
'ple would still believe. A large proportion of the people live in
unbelievable po;rerty. 'l‘here is a lask oi“ sewage facilities, elemen-
tary sanitary facilities or hygiene. People live in windowless mud
mts with no floors, often huddling together with pigs, cattle, chick-
ens or dogs to sleep. One author has desoribed the most commonly
found peon or small peasant dwelling as: '
eeeg miserable one room hut built of mud or siraw, which serves

as a bedroom for the people and a corral for the animals. The
sanitary conditions are simply inhuman. The children sleep on
f11thy straw mats laid on the flcor. Promiscuity is evident every-
where, the children being free to ohservs their parents' intima-
cies. Purified water, artificial 14, !, latrines, etc., are entire-
ly laald.ng,4aa are the most elementary ventilation and heating
facilities.

3Gebrgp.I. Blankaton, "The Aspiration for Beonomic Development,™

fnnﬂ&sf. Jmerican Academy of Pelitical and Social Sclence, 334
March 1961), 11,

4George Soule, David Efron and Norman T. Ness, Jatin America in
the Future World (New York: Farrer and Rinehart, Inc., 1945), p. 35.




TABLE I

LATIN AMERTCA:

NATTONAL INCOME
AND PRODUCT, 1958

e e e e e e

National Income

Gross National Product

Natioml U.s. U.S. National U.S. Te. S.
Country |Currency | Dollars (Dollars | Currency | Dollars |Dollars
millions) {(millions)| per Kmillions) (millions)| per
Capita Capita
Argentina 268,410 5,304 265 317,110 6,337 313,
Bolivia 233 1
Brazil 976,500 7,603 121 |1,260,600 9,814 156

Chile 2,315,000 2,901 398 2_)8187000 3,551 484
Colombia 12,054 1,952 144 14,100 | 2,283 173
Costa Rica 2,025 362 338 2,450 438 407
Cuba / 29140 2,140 331 29569 29569 397
Dominican '

Republic f 645 645 247
Eciador - . 10,088 604 149 12,010 719 180
El Salvsador |/ 1,548 619 254
Guatemala 549 549 155 638 22873 , ,1'?23
Haiti '

Honduras 5e8* 298%] 160 6T 343 194%
Mexigo 101,800 8,151 252 114,000 9,127 282
Nicaragua . 340 233
Panama . 310 3}9'?;
Paraguay 15,475 140 83 17,655 159
Peru 23,660 1;245 122 33,10 1,774 179~
Venezuela 16,674 . 4,977 Tes 21, 565 6’437 1,019
United St'ate! 366,200 .-.L 366,200 | 2,095 441,700 | 441,700 | 2,538
&por 1957
Source: Hubert Herring, A History of lLa¥in America 3he

Bezinnings to the Present (New Yorks Alfred A. Knopf, 1961), p. 822.
Based on data in United Nations and International Monetary Fund Publi-

cations. For qualifying note see the source.

>




The filth and poverty expsrienced in much of Latin America
leads to diseases of every type which weaken ihe people and add to
their misery. Tuberculosis, malaris, pneumonia, intestinal diseases
and others take a cruel toll. Physicians and hospitals are reserved
for the priveleged few. For instance, in Bolivia, there is one physi-
cian for every 3,850 people, and scarcely more than two hospital beds
for every 1,000 (see Table II).

The illiterate masses take their sick to villsge curandercs, medi- ‘
cine men, and buy magical herbs and strange charms in the market— i

the foetus ofb.a 1lama, stirred in milk, is warranted to perform
mighty cures.

Adding to the high mortality rates experienced as a result of ,
disease is mal-nutrition., A large proportion of the population is :
starving, and of those who do get adequate quantities of food, the ‘7
diet is deficient in the necessitieas for good health. The consumption .
of milk and meat is extremelyb low in latin America, except for Argen~
tina, Uruguay and Paraguay. The consumption of green, leafy vegetables
is almost non-eristent. Instead, vegetable consumption is virtually
restricted to beans. .The monopolization of land in the interest of
cormercialized monoculture has driven both fruits and vegetables out of
the diets of even the agricultural workers. Referring to the state of
Bahia in Brazil one author has stated that:

Cacao is a tyrant, and it refuses to yleld a single inch of soll
for oultivations other than that of cacao. Certain landowners

5Eerring, ope gite,s Do 566. :5‘




TABLE II
LATIN AMFRICA: POPULATION CHARACTERISTICS
. Vital Rates, Life
Medical Facilities | Nutrition =9 19583 Expect—
ers. ancy
Pers. | Pers.| per Daily |Crude{Crude jInfant at
Country per per [Hosp.|Date [Calory [Birth |Death { Mor- | Birth
Phys. | Dent. | Bed Intake | Rate| Rate Hality Fe—
1955 | 1955 11953 Rate lMale male
Argentina 764 119,332} 160 |1955] 2,980] 22.7{ 8.1] 66.3 ‘56.9 61.4
Bolivia 3,850 9,066 | 480 1,110} 20.8] 7.2} 92.7 K9.7}49.7
Brazil 2,462 3,676 310 1955 2,520 | 43.0| 20.6 {170.0 [}49.8}56.0
Chile 1,907 3,954 185 |1955] 2,550 35.3] 12.1 126.8 }45.8]53.9
Colombia 2,939 8,818 380 11949 2,370 43.3| 12,8 [100.0
Costa Rica | 2,726 9,142| 135 38.7] 9.0{89.0 [54.6{57.0
Cuba 9981 3,052| 300 |1949| 2,730 25.1] 5.8} 37.6
Dominican
Republic 5,165 [17,667{ 390 41.3] 8.4] 75.6
Ecuador 2,936 1,083 , 47.0| 14.8 [101.8 [50.4{53.7
El Salvador| 5,538 {17,000 480 | ' | 1,557 46.4] 13.3} 89.6 49.9]52.4
Guatemala | 6,367 [26,546] 660 | 48.3| 21.3 p04.3 |43.8]43.5
Haiti 10,500 {33,158 {1500 32,6
Honduras 4,846 128,079{ 750 {1955} 2,260 43.0} 11.1] 64.4
Mexico 1,89 {20,345 875 {1955 2,250 | 44.5| 12.5| 80.8 [37.9{39.8
Nicaragua | 2,610(13,105] 510 41.8] 8.1}65.9
Panama 3,381 (12,088 ] 245 39.7| 8.8]57.2 [60.4{63.1
Paraguay 1,911 6,044 615 46.6] 10.6] 72.4
Peru 2,937] 9,960] 500 {1952 2,080 37.6] 10.3] 88,5 }+46.1—
Uruguay 860] 1,624] 175 1955} 2,990] 11.4| 7.0} 73.0
Venezuela | 1,663] 9,706] 395 |1951] 2,270} 45.8} 10.0| 67.3
Latin
America 40.0§ 16.0
U.S.A. 795] 1,890] 101 J1957{ 3,100} 24.3] 9.5| 26.9 }66.3|72.5

8pirth and death rates are mmbers per thowsand population.
Tnfant mortality rates indicate mmber of babies who die in their first

year out of every 1000 born alive.

Source!
Bezinnings to the Present

New

Yorks

Herbert Herring, A History of latin

Lrom the
Alfred A. Knopf, 1961) pp. 826-
827. From data published by the United Natioms. For qualifying notes

see the source,
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10 :
prohibit it entirely. All there is left is maniog, but local %
productivn is far from meeting consvmption needs. g

For a tabulation of medical facilities, mutrition, death rates and other i‘%
population characteristics see Mable IT, %

In Latin America the life of most of the people depends upon
agriculture. The proportion of the popnlation in agriculture averages
from 60 per cent in South America to 67 per cent in Central America.7
While this is indicative of a lack of modern methods and industriali-
zation, it dees not give a very good picture of conditions. The plight
of most farmers is hard for Amer .ns to imagine. Except for Mexico
and parts of Costa Rics, Haiti, the Dominican Republic and Rl .Salv.'ador, .
the prevailing organization of agriculture is feudal or seﬁi;feﬁda}.
Most of the pro&uctivu land, livestock and forests are cwned by a
relatively small number of absentee landlords—native gentry or foreign
corporations, Some Bxamplea are: (a) two-tenths of ome per cent of
the mmber of farms in Guatemala cover 40.8 per cent of the total pri-
vately owned acreage; (b) in Argentina 500 owners hold eighteen per
cent of the farmland; (c) in Paraguay only 5.2 per cent of the farm
units are larger than 125 acres, yet this 5.2 per cent accounts for
9.8 per cent of the total acreage; (d) in Bolivia, until recently, 6.3

Sgoule, gt al., op. git., Tp. 20-2L.

Te1arence Sentor, land and Demooracy (Gainesville: The
University of Florida Press, 1958), p. 3. From information published
by the United Natiors. .




11
per cent of total agricultural units covered 91.9 per cent of the total
areza..8

Most large estates have tenant farmers. Verbal contracts be-
tween owner and tenant are common and, with rare exceptions, usually
detrimental to the tenant. Few countries have laws for minimm dura-
tion of leases. I£1 some countries the tenant typically must pay at
least fifty per cent of his crop or three out of four calves born to
his herd to the owner. He tries to ggt as much as possible out of the
land but, with the future so uncertain, usually mskes little effort to
maintain ite fertility. He has little incentive to invest capital
(which he rarely has) or make permanent installations that revert to
the owner when the lease expires.

The Indian is another kind of landworker that is even worse off.
He has for generations had the right to farm a little plot, usually
marginal land, in exchange for the obligation tbat all members of his
family, including small child;en, will work so many days per week on

the estate. Sometimes he enjoys the right to graze a few sheep or a

Cow. .

Protective legislation for rural workers, in general, and espe-
cially for Indian peons, is almost non-existent. Large quantities of
land are kept in a non-productive state due to speculative land buying

and the prestige factor that ownership of vast tracts brings to the

8 Lester D. Mallory, *fhe Land Problem in the Americas,” The De-
partment of gtate Bulletin, XLITI (November 28, 1960), 819.
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landed geatry. This has led to the dismal spectacle of the squatter:
Hard pressed rural workers and peasants in many areas have moved
in droves to unused public or private land. Often they have done
so imocently, thinking that because it wasn't used, nobody owned
it. Sometimes they have worked it for years, even a couple of
generations, on:!.y to be mde]ygawakened when the rightful cwner
came along to dispossess them.

The landholders, through their political power which springs
vfrom their control of resources, have succeeded in keeping rural pro-
perty relatively free from taxation. Besides bolstering their contiol,
this limits public revemues,which holds back badly needed social ser-
vices and necessitates dependence for revemues on import and export
duties——a highly unstable source.

When one considers these conditio;xs and compares the figures
cited on the distribution of land, it is little wonder that movements
which make big promises ofv'cxpropriating large estates have a great
appeal to the masses. It l;aa been stated that "the promise of land is
commun smb greatest weapon, but the ownership of land is its greatest
enemy. "10' It does little good, however, to tell the peasant tnat the
commnist program is only propaganda and that soon after he is given
iand it will be taken from him. He wants land now, and he is apt to
Jump at ‘the first promise of getting it. He can worry sbout losing it

after he has it.

OIpid.

10p mberley R. DeCoerr, *Porces of Change in Latin merica, "
The Department of §iate Bulletin, XLIV (February 20, 1961), 255.
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Ine Pattern of Economic Activity
Latin American countries are, for the most part, producers of

primary products——those commodities which are entering the economy for
the first time and which have undergone little or no processing. Of
an eatimated gross national product in 1950 of $38.2 billion, $9.9
billion came from agriculture and $1.6 billion from mining.’! 1% has
been estimated that about eighty per cent of all agricultural produc-
tion is foodstuffs. As is typical of mderdevelope& cou.p‘tries, a
large portion of this production is for domestic cgnsmption. In 1953~
total production of foodstuffs amounted to $8.2 billioq dollars and of
thi; amount $7.7 billion was for consznnption.12
Latin American countries are dependent on foreign trade for
most of their mamifactured products. They are exporters of primary
products and importers of menmufaotured consumer and capital goods. A
considersble 'portion of the Latin American' economy is geared to exports
As a result their economies 'ﬂuctuate violently when the industrialized
importers of Latin American products have a depression or recession.
Another characteristic is that Latin dountries tend to specialize
on a few exports (Brazil—coffee, Bolivie—tin, Guatemala—coffee and
bananas, etc.), and the loss of an outlet bears even more heavily as a

result. See Table III.

Upoward 8. Ellis (ed.), Eoonamic Pevelogment for Lekin Americe |
(New York: 8t. Martins Press, Inc., 1961), p. 314. From information B
published in United Nations, Boonomic Survey of Latin America, 1293.

1244,
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TABLE III
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LATTN AMERICA: EXPORT DEPENDENCE ON SINGLE

COMMODITIES (1957-1959 AVERAGE)

"'"“_‘W"F"'ﬂf‘" ety 7

Commodity Export Earnings

Argentina Meat 26
Bolivia n 62
Brazil Coffee 58
Chile Copper 66
Columbia Coffee T
Costa Rica Coffee 51
Cuba Sugar T7
Dominican

Republic Sugar 48
Ecuador Bananas 57
El Salvedor Coffee T2
Guatemaln Coffee 72
Haiti Coffee 63
Honduras Bansanas 51
Mexico Jotton 25
Nicaragua Cotton 36 -
Panama Bananas 69
Paraguay Pimber 24
Peru Cotton 23
Uruguay Wool 54
Venezuela Petroleum 92

Source: International Monetary Fund, International Financigl

Statistics, November 1960.

Ean = TERREE SRR, |
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The fluctuations from dependence on single primary export
commodities are further aggravated by the fact that Latin American
exports are concentrated on a few industrialized nations. A shift of
tastes, tarrifs or quotas, the introduction of substitutes or alter-
native sources all have a marked effect on part{;aar countries whose
products are affected. This concentration ocn a few industrialized cus—
toners is indicated in Tgble IV. ’

Latin American countries are faced with a further dilemma in
their trade—prices of mamufactured imports are rising and prices of
primary exports are not keeping pace. This plus the instability men-
tioned above is placing a heavy unfavorable balance of payments burden
on them. In 1958 Latin America's beslance of payments was a minus 933
nﬁllion doliars. See Table V. While the balance of payments trend
J..ndicated in Table V is exaggerated by an adverse trerd in Venezuela's
external situaﬁon. the adverse trend is apparent. These trends are in
spite of the fact that eiports remained relatively st-able and imports
decreased during this peﬁod. It is interesting to note that a major
portion of Latin American trade is witk the United States and is there-
fore extremely affected by United States business cycles as well as
decisions such as ceasing to stockpile tin, etc.

The one-sidedness of the economies of Latin Nations (i.e. lack

of industrial development) is agzravated by the feot that Latin America -

is not a single economic area. Iatin America fumotions chiefly in
terms of twenty separate national economies. Thus, ihe displacement
of a product bares not upon latin America but upon one country. Efforts

sTeyrmp i, wr:—"‘#m»‘gmw?@ e
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TABLE IV

AREA DISTRIBUTION OF LATIN AMERICAN TRADE, 1957-59 )

of
Imports to
Country .
°o* Jus and| Latin [Western 25
Canada jAmerica{Burope orld Canada |America [Europe orld
Latin
America® | 47 9 30 | 4§ 53 10 | 28 9
Argentina 12 14 66 8 21 25 39 17
Bolivia 34 6 5 30 47 21 30 2
Brazil 47 10 34 9 37 19 32 12
Chile 41 I 49 1 53 14 30 5
Colombia T2 2 21 6 63 4 29 4
Cost% Rica 58 i 35 - 55 8 28 )
Cuba 66 3 17 4 8 75 6 13 6
Dominican
Republic 50 3 41 6 65 5 21 9
Ecuador 57 12 26 5 54 6 37 3
El Salvador | 41 7 41 1 50 15 30 5
Guatemala | 66 5 28 ! 61 9 25 5
Haiti® 38 | 58 38 70 1 | 19 10
Honduras €5 18 14 3 60 11 16 13
Mexico T7 5 ! 7 8 bl 18 3
Nicaragua 36 i/ 43 14 57 2 21 10
Panama 9% 2 1 3 57 14 16 13
36 17 8 35 6
10 8 29 40 11
44 35 2 33 4

8pi gures are for the 1956-58 period.

bImports are for the period 1956-58.

®Pigures are for 1955-56.

b Source: ‘International Monetary Fund, International Financial
Statistics, 1959.
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TABIE V
LATIN AMERICA: INTERNATIONAL TRADE--i058
e ——
Value of | Value of Trade Index Numbders Balance of
Exports Imports (1953 = 100) Paymentsa
Bxports Imports
U.S. U.S. Tnit { Vol- {Unit |Vol-
Country ° Dollars Dollars |Price] ume |Price| ume }1956] 1957|1958
Juillions)| (millions)|Index Index! Index| Index
Argentina 993.9 1,232.6 741 120 89 | 175 |49 |-226]-213
Bolivia 55.7 59.8 =31 =3 -6
Brazii 1,243.0 1,352.9 19 99 85 87 ]198 ;-174] -270
Chile 388.5 414.8 T7 | 156 98 | 118 | -4 | -85 =22
Golombis 454.0 395.9 | 90| &3] 02| 67|-61] 71 115 L |
Cuba 733.5 Tl 98| 115 =11 | =73 -74
Dominican
Republic 136.6 129.5 | 105 | 128 871172 -2 3 =2
Ecuador - 96.4 87.3 1 115 | 132 9z 1 141 4 4 1
El Salvador 116.5 107.6 911 143} 101 ] 146] -5 6 2
Guatemala 102.5 150.0 8 4] =26
Haiti 48.2 -40.1 96 -1 -7 -6
Honduras 71.9 66.6 -3 =2 -4
Mexico 766.9 1,12707 97 -31 —85
Nicaragua TeLail T71.9{ 87| 156 =10 3 =3
Panama 21.1 93.0 a7 123 991 1341 12 -5 lg
Paraguay 34.1 32.6 41 -3 -
Peru 291.5 553 | 92| 122] e |15 4| -2f -1
Uruguay 138.6 134.7 16 | -65 -16
Venezuela 2,319.6 | 1,432.3 414 | 495 -390
Latin
America 8,218 8,483 90| 120 | 100 | 130 | 580 | -11H -983
USA 17,874.5 | 12,846.3 | 106 | 106 | 100 | 119

e —
83ource: United Nations, Bconcaic Survey of Latin America, 1958.

Source: Herbert He.‘z'ring, A Histor é%ifa;% i 1921 Frem _;%
Beginnings to the Pregent (New York: Alfr - Knopf, 1961), p. A
Compiled from data supplied by the University of California, Los Angeles,

and United Rations and U. S. Buresu of Foreign Commerce publications.
See the source for qualifying notes.




‘without saying tha.  mamifacturing industry must be expanded if Latin

are being made to integrate the economies of several countrien (e.g.
Central American Common Market), but results have not yet beco{ne

gignificant.

Latin America is very dependent upon foreign capital"'. This is

%o be expocted; because like any region in the early stages of develop~ i

ment, the people are unable to save enough to ﬁeet investment reeds.
Also, the very wealthy often prefer to hold inefficiently managed real
estate or to export czpital to the United States or Burope. With the
political unrest and social turmoil that is taking plage in Latin
countries, there is a decided fear on the part of forei'.gn private in-
vestors to invest in Latin America. The recent events in Cuba certainly
have not been conducive to an inflow of private capital to the area.

A further We to the formation of domestic capital has
beer the excessive inflation which has occured. See Tevle VI. Uncer—
tainties about the future domestic and foreign exchange v&alue of the
currency, and a complex system of exohange controls to which inflation
gives rise are major obstacles to the investor.

Development of mny ofjthe resources of latin America will de-

pend upon public investment in transportation networks and other public

ki

capital. There are only 68 miles of road per thousand square miles of
area as compared with 1131 miles of road in the:United States. It goes

. 13
economic characteristics see Tables VII and VIII.

K
America is to achieve a balanced economy. For a tabulation of selected E
¢
£

12 A complete discussion of economic development needs is included
in Ellis (ed.), op. git.
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TABLE VI
LATIN AMERTICA: COST OF LIVING INDICES
1950-1960 (1953 = 100)

Country - 19%0 1952 1954 1956 1958 1960
Argentina 51 9% 104 132 217 590
Bolivia 30 50 224 1126 2498 3350
Brazil 62 82 118 173 237 433
Chile 53 80 172 471 752 1160
Colombia 88 93 109 116 153 169
Costa Rica 95 100 103 107 113 114
Cuba 92 102 97 97 - -
Dominican

Republic c 93 101 98 99 102 98
Ecuador ' - 100 103 100 102 104
El Salvador 82 94 104 107 107 107
Guatemala - 95 97 103 106 106 104
Haiti. - 108 104 110 112 -
Honduras 91 98 106 110 111 110 °
Mexico . 79 102 105 128 150 161 -
Nicaragua 74 -89 108 118 118 114
Panana - :

(Panama City) 97 102 100 - 100 9 99
Paraguay 19 59 120 180 222 265
Peru 78 92 105 116 135 ;gg
Uruguay 72 94 112 130 175
Venezuela 93 101 100 101 103 112

Source: Committee for Beonomic Development, Cooperation for
Progress in Latin Agerica, April 1961. Compiled from data supplied
by the Tnternational Lebor Office. ,
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./ CHAPTER III
THE PEOPLE

If any attempt %o solve the problems of Latin America is to be
successful, it is first necessary to understand the people. The cul-
ture, values and institutions of Iatin America are markedly different
in many respects from those that are common to the United States. The

problems that must be solved cen only bring long term gains if the

methods for their solution have the support of the people. his support
can best be obtained th::ough knowledge and consideration of the culture,

values and social forces of the society.

Jlliteracy
The ability of the latin American people to raise their standard

of living and improve conditions gemerally is severely lirited by the
level of education attained. Illiteracy is almost the order of the day
in most countries. In many cou;tries, t.e illiteraoy rate runs over N
fifty per cent and reeches a high of 89.5 per cent in Haiti. See Yable
IX.

Before any mibetantial gains can Le made in the living standards
and economic sctiyity of tke pecple, it will be nscessary to provide. the
pecple with st least emough edupesion %0 reed en¢ write. It is generally
accepted that there must be & high level of education if a democratic
form of govermmsat is to succeed. If Latin Amsricars are to progress

| DT A

through free institutioms, 117:iterasy cust bs c..minated. Thoe following

o
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TABLE IX

LATIN AMERTCA: EXTENT OF ILLITERACY AND NATIONAL BUDGET
EXPENDITURE ON EDUCATION COMPARED WITH
DEFENSE EXPENDITURE, 1958

Illiteracy Haticnal Budget Expenditures
(% of Pop.
Country 10 yrs. of National U.S. Education | Defense
age & over) | Currency | Dollars (% of (% of
(millions) | (millions) | Total) Total)
Argentina 13.3 40,702 813 14.3 21.1
Bolivia 68.9 b
Brazil 51.4 140,527 1,094 10.7 27.6
Chile 19.4 378,200 474 15.7 21.9
Colombia 38.5 1,336 216 10.7 5.7
Costa Rica 21.2 315 56 19.6 3.8
Cuba 23.6
Dominiean
Republic 56.3
Ecuador 43.7 1,338 8l 10.8 21.6
El Salvador 57.8 181 T2 15.4 10.2
Guatemala T0.3 107 107 11.7 8.8
Haiti 89.3 146 29 13.4 19.1
Honduras 66.3 76 38 1.1 1.7
Mexico 43.2 7,717 623 14.7 11.3
Nicaragua 62.6
Panema 28.2 9% 94 15.1 ]
Paraguw: 1.8 :
Perum 27.6 6,197 253 16.8 21.4
Uruguay 15-20
Venezuela 51.1 5,184 1,548 6.3 9.5
UsaA 2-3 - T.,9% 71,936 ¥ 61.4

M

aS:'.n‘ce U. §. education is largely in the hands of local and statg
goverrments, the figures are not comparable.

bIncludees expenditures for both health and education.

Source: Hubert Herring, 1%@_’9_@' of iﬂ%ompf ri;%l - _t_}81_62_3
&. !:géng M§ﬂ Alf:ed ° ? L] 1 4
> to e . (qu e tions and international
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encounter of a writer with an indian in Ecuador is an example of the
problem:

I told him I was a foreigner. He said he had heard of France. Kot
France, the United States, I said. He said, was that Peru?

Jode Manuel's idea of the world was the valley in which he lived,
an outer world consisting of Cuenca, Ona, Quito, Toja, Saraguro,
and beyond them France on the one side and Peru on the other.

France was the country to which wealthy owners of large pieces
of lend sent their soms for an education. Peru was the country of
great wealth which lay to the south....His political ideas were
fully as vague. He had not heard of any of the last three Presi-
dents of Ecuador. lit was not clear...whether he thought himself
Ecuadorian or not.

The illiteracy situation will not be easily solved, because
there is a decided lack of teachers. Many of the people are scattered
throughout large areas with no ready access, and the lack of buildings
and facilities for education is marked. All of these factors, of
course, depend upon huge expenditures for their solution. Even where
some opportunity for education is available, akténdance is poor; be- *
cause parents often depend on the labor of children or are to poor to
. afford clothing for them.

Some progress is being made in the drive to combat illiteracy
through various travel grants and assistance programs conducted by the
United States and some other countries. Fellowships and training pro-
grams in the United EStates and other countries are helping to provide
needed educators, but the population explosion is increasing the need

for them much faster.

M vert B. Franklin, Portralt of a People (New Yavk:
Doubloday and Compeny, ‘Inc., 1943), pp. 200-201.
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Latin American Nations heve not made a real attempt to correct

the problem as the budget figures in Table IX, page 23, indicate. In

almost every case defense expenditures are higher than educstion, while
the United States has effectively guaranteed the security of the ILatin

American Nations through collective security agreements.

Zhe Population Zxplogion

Iatin America is experiencing s veritable explosion in population.
The population growth rate is the highest in the world. The population
of Latin America was estimated to be 205.8 million in 1960, 304.1 million

in 1975 and 592.8 million by the year 2000.%°

This is a gain of 188

percent in forty years, and it indicates that Latin America will have

a population double that of the United Stetes by the turn of the century.
Some of the results of this rapid growth can be rather serious.

Because the 1ife expectancy is still rather low, it indicates that Latin

America will have a young population. This will place additional heavy

burdens on the educational system. The population, according to Halperin's '

analysis, has risen faster than food production; and since World War II
the city population has grown three times faster than the rural popula-
tion, creating political and social tensionb among the uprooted peassnts
who have migrated to the cities.}® Considering the low per capita income

1gings ' ‘Population Trends in the New World:

ley Davis, *Recent Popula

o oree vie, g il o, 0 dngtos Aot oL SO L
sclence, 3 » & '

lation Branch, United Natioms.

16, urice Halperin, Mlatin America in Transition,” fclence snd
Society (Fall 1956), 290-319.
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wri the fac. thet the economic éowth rate is slowing down, it will take
z mejor increas? in the eccenomic growlh rate just to maintain a level

o subgistence, The inadequate levels of medical care and housing will
“v ozyverely straived Jjust to keep up with the increasing needs.

crease in total population is a rapid trend

Jopulation zovement fo ths urben aress. This is, of course, adding
and zconomic problem of the cities; but it is having a
cuoh omore significant impact, which is not so easily recogniged. As
roopls come into contact with the ®twentieth centwry®, there is a
monlizaticn that 1ife can be better and that the old order must be

olirminated.

Ihe Cippp Sipugters
Unier eolsnial mils, smd for some fifty to seventy-five years

“11lowing ‘ndependence, latin America was dominated by a fairly rigid
it olnse syutem——s lsndowning aristocracy and a lower class composed
5% ranpantc apd sarvants. There was also e small middle class of mer-
~tonta and artisans, ste. As vacial intermingling proceeded, large
Corharn of poptiges, milattoes and other mixed types sppeared, some of
smed =4adls claos ctatus, vhich was also open to “pure” indisns
2 en npd "eivilized® culture. In the latter half of

. x ¥
e P 3L w e, P 41 ELl
L S i LGRS AR O WA 0.

Linstesnt): cepluvy many countries alac received large mumbers of

cen Lmrigrasts, most of whom m their way into the middle class.

PRI

Teday ot leagt two lower claaass, two upper classes and a large
BEST AVAILABLE COPY
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and growing middle class can be identified.l7 One of the upper classes

consists of the old landed aristeccracy or its remmants. For it, descent
based on antiquity and class purity of hereditary lines is ¢f funda-
mental importance. The other upper class is composed mostly of self-
made men who either in business or politics have accumulated fortumes
enabling them to live on a luxurious scale. It is this second upper
class which owns moat of the larger business enterprises not controlled
by foreign corporations. This qsecand upper class is open to those who
can achieve success within the structure of power and influence. The
second upper c;lass usually has no close alliance with the church, which
 has been one of the bastions of the landed clsss. Further, it exerts
power and influence through business organigetions; and it is inclined
to be regarded as flexible rather than rigid. Since most of the self-
made gen have risen from the middle groups, they tend o share the same
valvas and confusions of the middle groups.

The lower classes comsist of: (1) the mass of agricultural
workers and (2) industrial workers, including factory workers and lsbor
employed in the extractive industries. The distinguishing features of
the lower class as a whole are that it earms its living by manuel labor

and is less than literate.

1 - latin 4pe: .:a Today
Richard N. Adsas, ¢t 8l., E.gjalwm
(New York: Harper and Brothers, 1960), pp. 22-24.
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Between the upper and lower clasges lies the large and growing |
middie class. This class is unconsolidated and somewhat unstable; but
its members, nevertheless, hold a traditional ethos and have access te
the press, 1.~adio, television, mails and other media of mass communi-
cation. They have sufficient education to be influenced by and to in-
fluence the larger outside world. "Above all, they aspire to a better
life and to pmgress...[z;nd they mg a prime target for ideological
ovropagandists of all shades from the outside world."18

The middle class may be termed the class in search of a future.

This group includes a wide social span from the country school teacher,

to the storekeeper, to professional military officers, managers of
business concerns, university professors, and members of cabinets. Its
emergence hes been stimulated by a spread in education and by expending
opportunities in trade and industry coupled with the increasing need
for literate and technically qualified people in both government and
enterprise. "oday, practically all prominent politicians, whether
military or civilian, are of middle backgromd."19
It is the middle class which must be understood, for it is
through the middle class that social progress will be made. It is this
class tﬁat will determine the path to be followed in the future. One

author in a penetrating analysis of gocial conditions in Iatin America

-:”ﬁ

18 i
Tbid., p. 24. 3
19,4 &
Ibid. %

a
)

L.#
Feu




hes stated:

«++the middle groups constitute beyond doubt the segment of society
most ir touch with the modern world, most succeptible o influences
for change, and most potent in the internal and intermational affairs
ot their own nation. Not only are most professional politicians and
arny officers from the middle strata; so are practically all intel-
lectuals—writers, painters, jovrnalists, actors...professors, ~
schoolteachers, doctors, lawyers...[ scientists. These articu~
late people speak to the outside world for Latin America and the
outside world must speak to lLatin America through them. They suprly
nost of the wordage that passes through the med.}e of commmication...

» not least, the formal educational systems.

The values which are held in common by most members of the middle
class determine how they will decide among alternatives offered by com-
reting ctltural and political systems of the outside world. Some of
these controllirg values may be grouped as follows: personalism, kin-
ship, hierarclv or stratification, materialism of special kind, tran=-
scendentalism or interest in spiritual values, the high worth of inner
states and emotional expression, fatalism, decency in mode of life and
disdain for manual labor.zl

Por the middle class Latin American, dignity and individuality
are central, Biuphasis is placed on the uniqueness of each person and
his soul. For the middle class individual, only those with whom he feels
an intimate personal relationship are trustworthy. Personal friendship,
plus a kinship relationship of some kind, is essential feor gelting some-
thing accomplished. Any program, such as Point Four, requires the

"personal touch®™ if it is to succeed.

Omid., p. %.

' & this paper limits a full &ia-
' . . 28-47. The scope of e :
cussion of the;epzalues; however, the reader is urged to study the source

for a full discussion of the subject.
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The culture is strongly influenced by hierarchy. For the Latin
Aperican, the universe, including society has been arranged in a series
of strata. This emphasis on kierarchy seems to contradict the value
attached to individualism or inver uriqueness, but the distinctive
worth of the individual has nothing to do with his social position—
advancement may come as the result of fulfilling ones inner umiqueness.
Latin Americans do not believe that all men are created equal. One
carnot be equal if he is umique. The value of hierarchy is reflected
"...in the strong sense of social positior, in the pattern cf 'decency!’
of living standard, valued as much or more for symbolic than utilitar-
ian values".22  Tnis value brings the expectation that somecns higher
up* owes one obligations amd explains why the state has moved to pro-
vide welfare programs of many kinds. Some of these ™welfare state"
provisions may be looined upon by some in the United States as dangerously
socialistic; however, they should probably be considered as responses
to deep seated values and as defenses against commmism.

.The Latin American variant of materialism could be termed “ian-
gible m-terialism®—i.e., trust only that which you can put your hands
on. Securities are mere pieces of peper; they are mot tanglble like
land and buildings. It has been difficult, as a result, to finance
large s@e undertakings even when pecple do have money.

Latin Americans have a deep vespect for ideas and philosophy.

There is a cultural ideslism which pervades every phase of life. Their

= oy Do 3.
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consuming interest in ideas and sentiments:
+..makes Latin Americans responsive to outside ideologies and emo-
tional appeals. It is no accident that the Tour Freedoms, set
forth in the Atlentic Charter, were eagerly accepted...or that
Marxist ideology has received careful study....Because of their
admiration for a certain elegance in argmentation, latin Americans
are not slow to identify and ridicule inﬁgnsistencies and confusions
which they perceive in U, 8. propaganda.
These are only some of the basic values, briefly sketched, which
shape the outlook of the middle groups. They suggest some of the out-
looks which these groups might take in the growing turbulence of change

which is present in latin America today.

Ihe Dominance of Chauge

The dominant ch&acteﬁstic of the whole of latin America is
that of change. Accompanying the population explosion is a social
revolution which will pale thé usual political and military revolutions
into insignificaﬁce. Dramatic changes are taking place in the areas of
social structure, ecomomic life, religion, political life and inter-
national relations.

The emergence of the middle class and the develomment of & money-
ed upper class have already beem moted. The growth of the urban WOrk-
ing class has been accompanied by the development of trade unions.

These in turn are spreading to the rural laborers and to workers employed
in the extractive industries. Tais new laborer class, in contrast with
the old peon, m bsgun to display indeprdent political power, usually
organized and led by middle growp politioians who have recognized its

posential,

ey .

21pd., p. 43.
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Although all of the national economies rely mainly on exporting
of raw materials, livestock and foodstuffs to earn the bulk of their N
foreign exchange, the economic patterns are becoming less "semicolonial"..
Many new contracts with large foreign owned corporations have been
designed to make the host countries partners in these basic enterprises.
In these large enterprises both the labor force and most administrative.
and supervisory personnel are native. This is providing a new corps of
specialists and executives, and it reflects the growing power and com-
petence of the middle groups.
The system of large landed estates held by the old aristocracy
is under attack throughout Latin America. Some methed of land redis-
tribution is inevitable when one considers the present situation.
The influsmce of the Catholic Church is receding and has been
on the decline for decades. In the minds of many middle status people,
it has been stated that:
...the church, if not regarded as an antiquated and expensive relic
of no modern significance, is actively resented for its alleged
"reactionary® position and its traditional sypport for the hered-
itary aristocracy, with its landed monopoly.
The church has failed to take account of the present upheaval, and the
result has been religlous ferment. The notion that commmisu camnot
neke headway in latin imerica because the people arve safely Catholic
can no longer be oomplacently acospted.
Practiocally everywhere the o0ld division betwee= conservative and
liberal parties is bresiking down. The mmerous parties that have filled

d.» pe 54.
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the resulving void have been notoriously unstable and irresponsivle with
one exception—the Commwrist Party. This party offers a plausible plat~
form or program frum which it rarely deviates in prinmciple. It nas
shown itself to be adept at making the surface compromises and exped-
ient alliances for which it is well noted. The Communist party disnlays
cohesion and discipline smong its members and has gained tke support of
many middle class intellectuals, yet its total membership is estimated '

st only 200,000.2”

Iecause the Commmiats are dedicated and disci-
plined, its influenco is much greater than its mumbers would indicate,

hewever,

Rising Aspirations
A by-product of the population trend toward the cities, of grow-
ing contacts of the rural laborers with the more affluent areas through
nilitary service or travel, and the modest increase in communicaticns
has been another type of explosion—an explosion in asp‘irations. There
is a growing awareness of the disparity of income distributicn both ‘
within each country and between Latin America and the industrial nationms.
Two authors have cogently expressed these aspirations:
ed in
B et o 21 the decpivisot i 1 st o 1 0 Lt
for even imagining a better life. Today, however, that situation
has radically changed, for by now evsn the most remote villages in

Latin America have felt the impact of modern scientific an;lle tecz
n0logical advances. Many millions have thus awakened to the real-

st. V. Pieraon and Federico Gil, Wg{hﬂam
(Few York: MoGraw HA1l, 1957), p. 3.
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ization thz_st poverty is rot ineviteble,  Indeed, they sow avidly
expect 5&911' living standards to impiove in the not to distant
future.”

Villegers who only ten or iwenty years agc seemed slespily conteat
vo live along dusty or muddy tracks, without electric lights or
running water, without schools, with m0 hogpitals or doctors, have
discovered that these things mak~ life more pleasant—and have been
assured that they have a right t¢ them. City workers have leara-
el that bricklayers, porters, chauffers, washerwomen slsewhere en-
joy what to them seem incredible iuxuries—-cars, refrigerators,
travel, education, and opportunity for their children. There ie a
world in & hurry at our door. It is no lorger possible to plead,
as the older ruling classes have done, that our progress of 200
years cannot be duplicated elsewhere in a shorter time,., Bither
evidence is forthcoming that it will be goon, or slse.

These aspiratiins for a better life will not be easily controlled.
Since the people are eager to enter the "twentieth century", they can
easily fall prey to various forms of totglitarian control in their quest
fc;r an increased standard oy living. Those who would promise a better
life the "easy way" are likely to win many adherants. The rags tc
riches propaganda of the Commwmist Party is effective because the Rus-
sian development has taken i)hce 80 rec;ently. Does not the promise of
imediate freedom from llnmgsr‘e.nd disease appear more desireable than
a nebulous concept of politicai freedom, which really has no meaning
to the hungry? ‘

If this hemisphere is to remain free from Commmist domination, |

the United States must act io produce the necessary changes in latin

263&&1 Prebisch, "Latin America: The Challenge and the Task
Anead," United Nations Beview, VIII (November 1961), 59. |

n ncations Of the Act Of Bogotay
LeBteI D. m101‘7, SOCial Imp
' §. w mm m (mcmbe ’ %o)’
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America in short order. In taking this action, 1 consideration must

be given to the changing values and social turmoil that characterize
Latin America. The task is %o promote social change in such a way as
to permit Latin Americans to reach their aspired goals and still pro-
mote free institutions in the process. '
Many of the problems that must be solved have been mentigned
earlier. In the. solution of these probiems (iand reform, education,
increased per capita income, increased public facilities, etc.) many
of the upper or ruling groups will be hurt. It is these groups who now
control the resources and who hold a great amount of power. It must
be remembered that latin Americans have shared, in varying degrees, a
time honored class structure with mutual respect between classes and
definite social disc;iplihee. This whole traditional structure is now
collapsing fast, to the consternation of those who have beeﬁ accustomed
to rule. Latin Americans have d;L;cwemd that the old prejudices and
interesis were not right and that their eristocracies were not preor-
dained or sacred. We must sympathize with the sociel groups whose hab-
ito and traditions sve threatensd. Much tact mist be used if ‘hey are
to be persuaded that they must take a hand in speeding up social evolu-
tion in order to salvage the best of their traditions from the havoc
of revolution.
The problems have been outlined, and it is toward their solution
that the Allisnce for Proersu is @irected. President Kennedy has

stated it this way:
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...our greatest challenge comes from within——the task of creating
an American civilizetien where spiritual and cultural vaiues are
strengthened by su aver broaiening base of material advence, where,
within the rich divorsity of its o traditigge, each nation is
free to follow its own ratk toward progress.

Bormedy, gp. git-» pe 4T4:




CHAPTER IV

THE ALLIAM"E FOR PROGHESS

Pest Afd $o Latin America

The economic conditions of Latin America have been indicated.
There is a tremendous need for capital which must come largely rrem
external sources. Iatin Americans must invest in such a way as to con-
vert their one-sided economies into balanced economies and at the same
time bring an increased standa.:ﬂ of living to 'tI‘ze people.. In the past, :
great sums of money have been invested in Latin America goth from pri-
vate sources and various aid programs. Tables X and XI show a summary
of private U. S. direct investment and U. S. economic aid to Latin
America. In addition to these sources .of capital f’roxﬁ'the United States,
other sources of capital are made available throu?;h various international
organizations such as: The World Bank, International Monetary Fund,
International Finance Corporation and the International Development
Association.

Undoubtedly, the inflow of capitel through private and public
2id programs has improved the lot of the Latin American countries. Aid
has generally been characterized, however, as a purely e_conamic or money
approach to the problems of Lebin Anerica. As such, the aid programs
have been largely uncoordinated and have often benzfited those who need
it the least. In the past it has been ihe assumption of technical aid

tself
programs that the ‘introduction of techmological change will by itse
It has be-

bring the broader outlook on the part of the people aided.
jntroduction of new techmology does

come increasingly apparent that the




TABLE X

NET LONG TERM CAPITAL FIOW TO LATIN AMERICA
FROM U.S.A. PRIVATE SOURCES
AND THE WORLD BANK, 1950-1959
(MILIONS OF DOLLARS)

U.S.A. Private World Bank
(net)
Divect {Undistributed

Years | Total | Invest- | Subsidiary |Other | Total |Disburs-|Repay- | Net

(net) | ment Barnings ment | ments
1950 161 40 109 =27 122 39 - 39
1951 41 166 249 | =0 385 51 1] 56
1952 | 610 2m 303 |34 | 546] 66 2 1 64
1853 287 117 152 -28 241 50 4 | 46
1954 3T 23] 123 103 316 69 8 61
1955 664 193 192 215 600 T 13 64
1956 959 612 212 55 879 9% 15 80
1957 | 1627| 1163 239 164 | 1566 82 21 | 61
1958 521 299 143 37 47 T2 30 | 42
1959 T24 338 202 153 693 68 37 31
Total | 6371 3293 1926 608 | 5821) 675 131 | 544

— —. L ==

Source: Committee for nconggic Develog::gt, %’cj}’gg)ﬁﬁ;
Erogress in Letin America, April 1%1. From L
Office of Business Bconomics, U.S. Department of Commerce and from the
World Bank.




TABLE XI

U. S. ECONOMIC ATD TO LATIN AMFRTCA
FISCAL YEAR 1946 THROUGH 1960°—
OBLIGATTONS AND OTHER COMMITMENTS

39

Mutual Security Program
(Millions of Dollars)

Non-Hfutual Security Program
(Millions of Dollars;?

ernatio veLop- [Ouher clExport o’y =
Country Cooperation ment Lew |Import 01(5251' Total
-Administr%tion Loan 480 | Bank
Total Furd

Argentina 1.5 24.8 34.8 ] 390.8] 0.1} 452.0
Bolivia 127.8 4,0 23.6 24,31 10.6] 190.3
Brazil 37.6 0.2 164.4 | 986.8] 45.4[1,234.4
Chile 24.5 10.8 J10.5 | 66.2 209.0] 5.1} 326.1
Colombia 11.0 60.8 135.41 2.6| 209.8
Costz Rica 10.7 0.3 1.0 21.0} 29.6 62.6
Cuba 2.8 (c) 37.51 0.5] 40.9
Dominican

Republie 2.0 0.6 2.7
Ecuador 18.9 10.0 8.7 23.2| 3.7 64.5
El Salvadoxr 7.2 1.0 1.8 10.0
Guatemala 63.9 bed 4.6 6.2] 35.1}1 115.2
Haiti 31.6 7.6 7.5 27.0}) 3.0} T6.7
Honduras 13.9 7.8 2.4 3.5] 6.8] 34.4
Mexico 7.0 14.8 | 343.5] 99.6] 464.9
licaragua 6.4 3.1 12.1} 19.3] 40.9
Panama 13.0 5.2 16.8§ 23.2| 58.2
Paraguay 15.0 7.1 3.2 10.1] 2.9] 38.3
Peru 23.7 4.5 40.3 19;.2 1;).2 zgé.g
Uruguay 1.8 8.8 21. . . .
Venezuela 1.2 13.91 1.5 16.6
Overseas

Territories 8.2 6.2 ;g‘g
Regional 15.1 14.1 i
Total 444.8 o4.4 p4.6 ﬁ67.0 2,455.6 {305.1 B, T91.5

“These dsta include preliminary figures for fiscal year 1960,
bEmludes worldwide malaria eradication program.

“Less than $50,000.

dl"’iscal year 1960 date not availabls; expenditures for Latin
knerican Highway estimated at about $4,000,000.

' . 1.
Source: Congressional Digesty XLIT (February 1961), p. 4
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not foretell its later use; it does not necessarily promote the broad-

er development of the commmity or lead to beneficisal change. If in-
creased economic benefits are channeled through traditional value and
social systems, it will only serve to intensify the o0ld imbalances.
Increased income, for instance, may be spent in gaining prestige through
steging more elaborate fiestas rather than be put to productive uses.
"The offering of technical aid alone has, in fact, often resulted in
arousing the expectation of. more technical help to c.ome and in develop-

ing highly opportunistic attitudes on the part of the recipients."29

Promoting Jocial Change
If any economic and technical aid program is to succeed, neces-
sary changes in the so;:ial systems must precede or accompany it.
Assistant Secretary of State Mallory has stated that:
««sany purely economic, any strictly money approach to Latin Amer-
ica's very real and very urgent problems would prcvide no solid

lefense against Communist attack from within md.witho?t....The
kemispheres social pro'blemsjgemand al least as high priority con- ’|

sideration as its eoconomic.

If the policies of the United States are to be understandable

changes in their social order, the problem is how to identify those
policies with their own best interests. The best interests of the

7 ruling classes are not identical with those of the rural laborers. From

2)dams, ot al.s op- Gite, P+ %

3%1’10“, no ﬁo’ pl 855'

and attractive in the Latin American nations which are undergoing basic l
—F
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a practical standpoint, the solution is to identify policy not with
the conflicting desires of various groups, but with those changes that
are likely to shape the new stage of the evolving social order. This
policy must focus on the emergent middle class and on those changes
which are strengthening its role.
4 basic change in U. 8. attitudes is;necessal'y if any program
of aid is to succeed. In the past our propaganda programs have held
up our democracy as the model system and has indicated that progress can
be achieved, if certain puritan ideals are followed. Although many
2tin Americans admire the U. S. for its achievements, few feel tha. its
zodel of democracy will work with precision in their own count’ries. The
centuries of heritage are treasured as much by them as our"ie;'itage is
by us. From the Latin viewpoint:
...whatever policy the United States may have in the field of social
change appears essentially one of making gyer his country in an
image close to that of the United States.
The policy chauges indicated here are quite simple. The U. S. must
cease its boasting of achievements by lectures, movies and other propa-
ganda. Instead the U. S. should emphasize the ways in which it is help-
ing Latin Americans to achieve their national goals through the tools
the U. 8. is offering. Only a dynamic policy concerned with the move-
ment of social change, & policy that provides nodel ideas and a focus

of aspirations, can compete ef‘fectively wit:. the promises held cut by

Communist propagenda. N

31Adam3, et al., op- git., p. 276.
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The Act of Bogotd
That a change in U. 8. policy was needed, was realized by many
prior to 1960; but it was on September 3, 1960, that this new approach
was finally culminated in the Act of Bogotd. The Act of Bogotd is a
primary element in the more famous Alliance for Progress and, in fact,
is the basis upon which the Alliance was formed. The Act of Bogota is
a completely new look in U. S. foreign policy; it is the first real
effort to attempt to know and understand what must be accomplished if
progress is to be achieved in Latin America. Assistant Secretary of
State Mallory has embodied the goals and the spirit of the Act of Bogotd
in the following words:
The task ahead...is to prove to the Everyman of this hemisphere
that democracy is a vital force; that it can satisfy his material
aspirations without sacrificing his spiritual yearnings; that he
can have under a democratic system progressively tut quickly and
without giving up his personality, his individua]%ﬁy or his righf.
to grasp opportunities or to exercise initiative. o
The Act of Bogotd is the first msjor step in the direction of
promoting social change—this is its sole object. Adopted by the Ors
ization of American States this act recognizes:

«..that the preservation and strengthening ?f free deomocr
institutions in the American Republics requires the acch |

of social and economic progress in Letin meg:; adeqyia

the legitimate aspirations of the peoples... tha;y; -
velopment programs...may have a delayed effect on soct. ” .
and accor%ngly early measures are needed to cope with - 0.

needs eeee .

3ZMJallor:,,f, op. git.

Bulletin, XLITI
Pwme Aot of Bogote," Tue Duparinent of Siate Bl stia, xg L
(October 3, 1960), 537-538. For a complete bext of the Act see pp.

540.

g
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In pursuit of social development, the Act specifically provides

for:

1. Measures for the improvement of conditions of rural living
and land use through revising and accelerating programs for land tenure
legisiation and faciiities o eusure wider and more equitable distribu~
tion of ownership, agricultural credit institutions to provide adequate
financing to individual farmers, tax systems and procedures and fiscal
policies to assure equitable tgmtion and encourage improved use of the
land, land reclamation and settlement to promote more widespread owner-
siip and efficient use of the land and in;:_reaae its accessibility.

2. Measures for the impmment of housing and commmity facil-
ities through the revision and strengthening of existing policies on
housing and commmity facilities to improve private initiative and
participation. Special consideration shall be given to the encourage-
ment of financial institutions to invest in low cost housing on a long
term basis and to building and construction industries. Programs for
vater supplies, sanitation and public works, training of craftemen,
reseexch, introduction of new techniques and develoment of production
standurds are included.

3. Moasures for the improvement ef educational systems and train-

ing facilities through examining and broadening programs of modern
methods of mass education for the eradication of illiteracy. Included

are programs for tmining_,in the industr:}al grts‘ and sciences with due

emphasis on laboratory and work experience on the practical application

- . FPrograms
of knowledge to the solution of econc:ic and secial problems T
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for instruction in rural schools not only in basic subjects, but also

in agriculture, health, sanitation, mutrition and community improvement
are included. "'Ixi\b‘dd.iﬁon, the program emcompasses courses of study in
secondary schools to provide training for clerical and executive rerson-
nel in industry and public administration as well as specialized and
advanced education of key professicnal persomnel (economists, engineers,
etc. ).

4, Measures for the improvement of public health through devel-
opment and strengthening plans and programs of national and local health
services, health insurance systems, hospital and bealth services in
fu.ral areas, control or elimination of commmicable diseases with special
attention on the eradication of malaria and training of public health
officials and technicians,

5. Measures for the mobilization of domestic resources iirough
programs for maximum creation of domestic savings and improvement in
financial and fiseal practices; examination of the equity and effective-
ness of existing tax schedules, essessment pract.ces and collection pro-
cedures to provide additional revenue for the purposes of this program;
and revision of the allocation of revenues to provide adequate revenues
for the areas of socit;l development mentioued above.

This Act contains some lofty ideals which will be difficult to
achieve, The program is not a typical straight aid program, however.

It is instead a program to help the Latin Anericans help themselves,

and it 15 explicit in its self help provisions. To qualify for help,

ity v
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the Latin Nations must show that Progress is being made and that they
ere putting forth a maximm effort to promote the necessary changes.

It is clear that the Bogotd program cornot have eny significant impact
if its funds are used merely for the temporary relief of conditions of
distress. Its effectiveness depends on the willingness of each recipient
nation o improve its own institutions, make necessary modifications in
its tax structure, la.nd omership patterns, and social patterns, and
mobiliz;a its own domastic resources for a progran of development. Con~
gress has appropriated 500 m:hlllion dollars to initially establish the
program, and when President Kemnedy requested these initial funds he
stated thats

«+s8uch measures will be a condition of assistance from the social

fund. Priorities will depend not merely on need, but on the demon-

strated readiness of each govermment to make the}&stitutional im-

provements which promise 1aat1ng social progress.

The funds which are td be used in the execution of the Act of

Bogo:A are rot a substitute for economic development finds. These funds
are aimed at social change and are to be administered by the Inter-Amer-
ican Development Bank. "Thesé funds are to contribute capital resources
and technical assistance on flexible terms and conditions, including
repayment in local currency and the relending of repaid funds,

...in accordance with apprupriate and selsctive criteria in the .

light of resourcss available, to support the efforts of -the Latin

Amerinan countries that ave prepared to initiate or expand effective
institational improvements and to adopt measures to employ effi-

" 3o ¥, Kennedy, Message to Congress," I Depertnent of Jtate
Bulletin, XLIV (4pril 3, 1961), 476.
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ciently thei.;swm resources with a view to achleving greater social
pI’OgreSS XXX ’

To provide insiruments and mechanisms for the implementation of
the program, provisions have been made for the Inter-American Economic
and Social Council to periodically review the progress msde and recommend
future actions. This council is made up of some of the best experts
available from Latin American countries, and their knowledge of the needs
and necessary changes should put the program in proper perspective. Plac-
ing the program in the hands of those who are familiar with the culture—

D T o PP v —d

s

T g

in local management, so to speak—-will enable a comprehensive and co-

ordinated program to be formed.

The Alliance—The Promige of the Future
With the program of social improvement embodied in the Act of

Bogotd in operation, a program of economic and technological advancement

can be undertaken with good prospects of succeeding. The Alllance for
Progress is a present day "Marshall Plan® contemplating some twenty
billion dollars in a ten year program designed to raise Latin America
from the realm of the underdevelcped nations of the world. This ten
year plan is designed tc increase living standards, basic education,

freedom from hunger and create self sustaining economic grawth.

program like the Act of Bogotd places reliance upon self help. Presi-

dent Kennedy has stressed that:

35%9 dct of Bogot&',‘ op. MOy Pe 553

This"-
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...only the most determined efforts of the American nations them-
selves can bring success to this effort. They, and they alone,
can mobilize their resources, enlist the energies of their people,
and modify their social patterns so that a%&, and not just a priv-
ileged few, shsre in the fruits of growth,

The Allisnce Afor Progress was signed by the wembers of the Organ-~
ization of American States (less Cuba) on August 17, 1961, at Punia Del

Este, U’ru,gua\y.37

The objectives of the Alliance are:

1. To achieve in the latin Ausrican countries a substantisl and
gustained grcwth of per capita income capable of assuring self sustain-
ing development and sufficient to make income levels constantly larger
in relation to the levels of the more industrialized nations. In order
to recognize these goals within a reasonsble time, the rate of economic |
growth to be maintained has been established at a minimum of 2.5 per {
cent per capite per year in each country. . |

2, To make the benifits of economic progress availsble to 21l
through more equitable distribution of national income, raising more ‘
rapidly the income of the needier sectors of the population, and at ,
the same time devote a higher proportion of the vnai:iona.l product to
investment.

3. To achieve a balanced diversification in the economic struc- ‘

tures, both regional and functional, mpking them less dependent on the |

36xennedy., op: git., p. 472 ]
31 #imericen Republics Establish an
For a complete text see "Americ - e ba
Alliance for Pmmss:,"'mmt.ﬂmm XV (Ser-
tember 11, 1961), 459469, R |

. | _ i
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export of primary goods and import of capital gouds waile seeking to
stabilize the prices of exports and the income derived from them.

4. To accelerate the process of ratiornal irdustrialization, in-
crease the utilization of natural resources and establish and develop
a capital goods industry.

5. To raise greatly the level of agricultural productivity and
improve marketing, sturage and transportation services.

6. To encourage programs of comprehensive agrarian refcrm which
will elimirate the unjust structures and systems of land temure and use.

T. To eliminate adult illiteracy and by 1970 assure, as a mini-
mum, six years of primary education fur each school age child.

8. To increase life expectancy at birth by at least five years
and increase the abiiity to learn and produce by improving individual
and public health. To attain this goal it will be necessary, among
other measures, to provide adequate potable water supplies and drainage
to not less than seventy per cent of the urban end fifiy per cent of the
rural population. Control of disease and research is also contemplated.

9, To increase production of low cost housing to replac;e inade-
quate and deficient housing end to reduce housing gshortages.

10. ‘To maintain stable price levels, avoiding deflation and in-
flation, bearing in mind the necessity of maintaining an adequate rate
of economic growth. |

11. To strengthen existing agreements on econcmio integration,

with a view to the wltimate fulfillment of aspirations for a Latin Amex-

ican common market.




49
12. To develop cooperative programs designed to prevent the harm-

ful effects of excessive fluctuaticns in the foreign exchange earnings
derived from exports of primary products and to facilitate the sccess of
Latin American exports to international markets.

In addition to the specific goals outlined above the United States
reaffirmed its i)ledge to come to the defense of any American nation whose
independence is endangered. As confidence in the collective security of

the Organization of American States spreads, it will be possible to devte

to constructive uses a major share of those resources now spent on the in-’

gtruments of war. The United States also agreed to step up its food-for-
peace emergency program, help to establish food reserves 'in areas of re-
current draught, help provide school lunches for children, and offer
feed grains for use in rural develomment. Also the United States agreed
to cooperate in serious case by case examinations of commodity market
problems to determine methods of stabilizing prices.

Comprehensive plans covering the economic integration of La.j;in
America inelude methods of finance, the introdaction of multi-national
tra.nsportation' and commmnication systems, methods for coordinating the
national plans of the various economies, agreements for complementary pro-
duction and provisions‘for taling into account the special problems of the
relatively less e,dVa,n_c‘ed cot_n_itr:len. Plans soncerning basic export commod-

ities include enlarging markets, elimisating restrictive tariffs, studies

v i g it
for new uses of commodities, gtrengthening of interzatiomal commodity

agreements, disposal of surpluses, etc.
Po implement these goals the Ailiance emhodies provisions for

swoeping changes in almost every phase of the Latin American economies

- ¥

b e e -
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including wholesale revision of irade restrictions, taxes, financial
systems, etc. It furtker reiterates the need for compliance with the
requirements of the Act of Bogotd. The program will be implemented and
administered through the Organization of American States, the Economic
Commission for Latin America and the Inter-American Developmer. | Bank.

The program has high prospects of producing the necessary changes
by virtue of the administrative controls and plamning required. The
Inter-American Ecoromic and Social Council has overall responsibility
for planning and review of the program. Bach nation must formulate iis
own detailed plans which establish targets and priorities, insure mone-
tary stability, establish machinery for vital social change, stimulate
private activity and initiative and provide for maximum national effort.
These plans must reveal the policles and machinery to be used in accom-
plishing the aforementioned goals of the Alliance. The plans must be
submitted to a special panel of nine experts attached to the Inter-
Anerican Economic and Secial Council for review. This committee will
study the program, recommend changes and report its conclusions to the
Inter<American Development Ba.nk and other govermments and institwtions
that may be prepared to ertend financial and technical aseistences The
plans will be considered in the light of their consistency with the Act
of Bogotd and the Alliance fo {gress. The recommendations of the
committee will be the rfaé:the allocation of resources. The Inter-
American Economic/vz( /Social Council will review ammually the progress

made in the iniﬁflzementation of the plans and will submit such recommen-

dations as it desires to the Organization of American States. The

T
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overall planning and administration should be of a very high order in-

asmuch as the Inter-American Economic and Social Council, working with
the Inter—American Development Bank and the Economic Commission for
Latin America, can assemble the leading economists and experts of the
hemisphere to help each country develop its own development plan and
provide a continuing raview of the progress made.

If the Latin American nations are willing to make the necessary
changes in their economic systems and if they are willing to commit the
necessary internal resources to effect this program, then it appears
that the goals of the Alliance will be achieved. Secretary of the Trea-
sury Dillon has remarked that if this is done:

The problem...will no longer lie in shortages of external capital

but in organizing effectivs development programs so that both

domestic ggd foreign capital can be put to work repidly, wisely

and well.
If the necessary steps ave taken, the flow of foreign investment capital
will increasé as confidence in the future of Latin America increases.
These funds, as well as others that are or will be evailable through the
United Nations or other interested individual nations, will be a vital
supplement to those that will come through the Alliance. The plamning
machinery is available to provide for the first time an integrated and

comprehensive program to utilize these resources in an effective manner.

381'”118153 Dillon, "™he Freedom and Dignity of Man,"* Vital ﬂgMg4 Eches,
XXVII (September 22, 1961), 675. To Sscretary Dillon g:es ;ﬁi nr;;.-.i
of negotiating both the Aot of Bogotd and the Alliance for Frogress.




CHAPTER V

CORCLUSIONS

The problems to be solved have been outlired, and the programs
for their solution have been summariged. The Alliance for Progress
embodies the provisions andlresources neceasary for the solution of the
economic and zocial ills of latin America. It is 2 definite commitment
on a long road which requires the Latin Americans to help themselves.
The program as it is established is resporsive to local uveds through
local planning and expert supervision.. The problem that remains is to
insure that the program gains the support of the Latiﬁ American people.
To accomplish this, the program must operate to take ad@tage of the
values and cultures that exist in each locality and at the same time

promote the changes in attitudes that are required.

Some Aspects of Iurjementation

Any aid program of the nature of the Alliance for Progress must
take first things first. To gain the support of the people, the most
pressing problems should be attacked first—those which will Qemonstrate
some immediate gains to the recipients. The priority system of the
Alliance is designed to accomplish this. -

In executing technical assistance prograns the possibilities of

direct contact with the people must not be ignored; stress should be

placed on the needs of specifis commwities by making each project a
focus of local activity. The main function of those adminigterine the
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aid should bes

««.to provide materials and direction that are not available in the
. lccal community, and to utilige fully the local resources of lead-
ership, materials, and labor, not only for the obvious economic

reasons, but even more importantly for the intangible of strength-

ening local ide%ification with the project and encouraging local
responsibility.

The advantages of this approach are numerous. While it may not be the
most efficient n’xethod to build a school, a road or a sugar mill, it
may have a bene}‘icial effect on other communities. The spectacle of
work going on mey spur others to try their hand at a similar project.
Another advantage of this type of project is that it may reduce the
tradition of dependence—the lethargy of awaiting for the govermnment to
give the town a road or a school.

The tendency to overbuild, initially, must be avoided. In the
beginning e community may not absoluteiy need a modern building for a
school, “for instance. In some areas a clearing under a tree will suf-
fice for a school if the teacher can be provided. The tendency to over-
build has occured in the past. Testimony in a recent senate report
points a finger at the Muyurina vocational school which was’ condemned
as "an overbuilt, overequipp)d plant, years ahead of the need...and

40
00 expensive, too elaborate for Bolivia to operate™.

39;;1@5, et al., op. ght.» p. 172

4oSenate Permwnent Subcommittee on Investigations oi the Co:f:mit-
tee on Goverrment Operations, Adginistration of United Sta gg s{p_g_%ﬁg
id Programs ig Boliyia, Report no. 1030, 86th Gorgress, 2nd Sess
Washington: Govermment Printing Office, 1960), 10-11.
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A program such as *his will undoubtedly bring many undesireable
overtures concerning the United States from the Latin American countries.
It is inevitable that many will feel injured in the process of change.
This program is designed to cause a revolution—-a complete upheaval in
the values and ways of life of the people. Judgenents must not be made
too early if the people appear to have mized feelings about the United
States. A conflict in the voices of the Latin Americans may be nothing
more than the rustlings of the first gtages of freedom. Lyman Bryson
hes stated it this way:

A country under a dictator always speaks with one voice and has the
look of either friendship or hostility, simple and evident. When

a country is in a tumult of political change, it may give forth con-
fused noises of almost every emotional suggestion. But when a coun-
try is really free, or has made substantial steps toward ?reedom“
it will always show a somewhat mixed attitude toward a neighbor.

The next ten years, "the years of maximum effort and progress,"
will 0t be easy. The resistance to change will be great. Change
begr.ts change and cften it will be difficult to determine the e”fects
of one innovation. The construction of a new factory can caviw repur-
cussions throughout the whole economy of a locality which may be hard to
predict. It is for this reason that effort must be placed on the devel-
opment of local leadership which will have an interest and a stake in
what is taking place.

There are some in our government who will become disillusioned

when everything does not proceed gmoothly as planned, but there are

41Adams, et al., op. git:) p. 4.
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others who realize that some setbecks are not fatal. Our problem centers
on convincing all the classes of the Latin American people that these
peinful changes will be to their long run benefit. To quote Assistant
Secretary of State Mallory:

It should not be denied that there are sectors of Latin hmerican
society in which the change process is opposed and feared. Tra-
ditional elites may feel that economic growth threatens them with
displacement from their ruling positions. Indigenous societies,
struggling against detribalization and other manifestations of the
passing order, may see-~-and see correctly—in economic development
the destruction of an honored way of life. And some may feel cheat-

ed of the promised benefits of grothz fruits of which in some cuses
come to be misinterpreted or denied.

Probability of Success
+ should be clear that the United States is embarking on a new

and untried path of remarkable magnitude. The Alliance for Projress is
not just another aid program. It is a planned revolution requiring that
the bulk of the effort be provided from within the recipient nations
themselves. Self help, a new concept in aid, is the basis for the pro-
gram.

The program, as agreed to by the Latin American nations, is
starting ou. on the basis of a common understanding of what must be ac-
complished. The established machinery requires that progress toeward the
goals of the agreement must be made in order to qualify for aid. Flan-

ning on the basis of the needs of each locality is required, and these

plans must be approved by a realistically constituted body which will

42Ma,110ry, 91. ﬂtn, P. 180
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ensure that the plans ere executed before releasing funds. This pro-
gram is far removed from what is commonly referred to as a "give away"
program. It has a high probability of success; because it is designed
to produce independence of the Latin American nations, mostly through
their own efforts, The program will give the people themselves a feel-
ing of accomplishment and a stake in their future rather than promote
continued dependence on others for economic aid.

If this program succeeds, as it must if we azl'e to approach the
day when mankind will live in freedom and dignity, the people of the
United States and the Latin American nations can feel jugtly proud of
their accomplishmenta. The people of the United States have already
seen what wiil result, if this program is not carried forth to its ulti-
mate conclusion, in the recent events in Cuba. The whole of Latin Amer-
ica is, in varying degrees, susceptible to the same fate; and many have
started down the path which will eventually result in other Cubas. If
this path is no.t reversed, the United States, which can afford more
than all others to help mankind to achieve freedom from hunger, pesti-
lenée and despotism, will someday exist as an island in a world composed
of nations dedicated to its destruction.

The United States has historically found it in its own self inter-
est to promote democracy and friendship within this hemisphere. Now moie
than ever before it is in the interests of the United States to make cer-
tain that these goals are achieved. The alliance for Progress has finally
provided the framework through which the people of this hemisphere can
be bonded together in friendship, achieve social equity and economic

progress, and promote and maintain democratic freedom.
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