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CHAPTER I
THE PROBLEY

The Importence of the Problem

In 1618 Renry Clay said to the Bouse of Representstives: .

~oIn the establishment. of the independence of Spane -
ieh Americe, the Dnited States have the deepest interest.
I have no hesitation in asserting my firm beliéf, that
there is no question in: the foreign poliey of this coun-
try, which has ever arisen, or which I .can conceive @8
ever ocecurring, in the decision of which we have had or
can have so much at stake. This interest concerns our
politics, our commerce, our navigation. el .

In 1941‘Sumnpr Wellgs-said tn a public address¢

. "In all humen probability these present years are
the formative years. Thoy will be the years which will
determine whether the policy of closer relations between
the Uhited States and the other nations of the New World
is to grow, to develop, and to culminate in a reeciprocal -
friendly. confidence which neither the assaults of force
nor of 1naidioua propeganda can undermine. or whather we
will once more draw apart, and, consequently perhapsg
because twe do not hang together?, hang separatoly.”

In the'lnter;m.between the making of those ﬁtatements
have passed nearly 130 years of American history. And during

most of thoséwyeére the United States hae-baen concerned with

Yg1ea in Calvin Coltén, The Life and Times of Henry Clay,

I (Wew Yorks A,S, Barnes and Company, 1848); pe 2 2E2,

eFrOm Department of State Press Release, XX, no. 508,
publicabion 1345 (June 24, 1941),.-pps 546~54?.
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its uister nationa to the SOutL, wibh the form of their gove

ernments, wich their relatiens with non—American nat&@na, and

'w;th their relations with the-ﬁnieed States« During most of

- those years that interest was centered mainly upon the nations

of Central America and the Caribdean areaj but in more recent

. years, paﬁticalayly those from 19?@ to the present, that inte

erest has Qome-mérelanﬂ more to be focused upon the nations
of the continent of Seuth American propers- Since the rise of ’
Adolf Hitler anﬁ the arowing fasclst menece to the United
Statea, northern Americans have become incraasingly aware thah
FNetal, on the Brazilian "bulge“, 13 nearer Dakar in Fronch
West Africa than it is to the united States; anﬁ they have
become: increasingly aware thst. there is 8 military poasibil&ty
that the vnited States can be atcacked from SOuth Anmerican
basea. | | |
~AW1th_tbis-growing ayprecigbién.ofithe:ﬁiiit&ry“importanée
of South America:to the United States hgslcdme_a groatly ine

creased popnlaiidemand for ¥nowledge about the South Amerdicen

"republics which hes given rise to @ considerable number of

booka and articles in pericdioals upon the history, preeent

characteristics, and politieal sympathies eof” the~southern

nationa. ‘The- United States has def&nitely become interssted _

1n ‘South America.
In kis mnaugural addreaa of 193 3, President Roosevelt

dedicated this nation to following the policy of the "Good

Neighbor" in its foreign relations, eapecially those with the




Béuth,Ametican.républice, The United States has committed .
itself-to cuitiﬁéting Scﬂthakmefican‘friendship; and at press
ent we are seeking. both ‘officlally and unofficially, ways of
improving our relations with the South American nations,

| One of the first stops in improving those relations mnat
certainly be that of- discovering ‘what elementa in our poliey
toward thoge;natione.have made-and are making_ror-illwfeeling
toward the United States so thet we may dovise ways of cors
recting-tbpaa th%ngs§>-5ame.writera have suggested that.theJ

- difforences betueen ourselves and South Americs in cultural -

backgrourid. and fundamental outlook end-tredition are important

elementafiﬁ b;ocking_closeereiétiens with the southern na~-
tiongﬁllwylle otﬁeré suggest that the paab.éqtivitiea of the
Un;ted.$£§teé;-eéﬁecially"iﬁ'the qa#ibbaan-érea, have been
the méat 1m§ortaﬁt.féctorsag |

' The purpose of thia"scudy is to coﬁéider a.thibd ploment
in our relations with Scuth America, namely our'p011oiq9 of .
économicanationélism towandfthoae'natiSns; end to attempt to
d&aeover what part they have playegd 1n foraming thé South Am~
erican abtitude teward the United Statee and in intlueneing
the course of our political and diplomatic relationsg with the

lFor this point of view seo. J» Pred Ripvy. Latin America
in World Politigﬁb{New York; 1929), and Graham Hs §§uar§,_ia€-
In AmerZoa and Onited States (New Yorik, 1938).,

£Por this point of view see Clarcnce He Harlng, South fme
erica Looka at the United States (Hew York, 1928), and Scotl
- Nearing end José E'?reeman, Do?fhr ggplomagz_(mew Yorl, 1625).




southern vepubliesy So far as tho author koows, no single

work,haa-yet been writton upon precisely this question.,.

Pelimitation of $he Problem °

In this gtuéy_we,will restrict aur;disongaion a8 much
a8 pﬁgélbié'te tne,ten.inﬁepea&ent.naplens of the 9ent1neht__
of South Amoricat Venezuelay Colombia, Eeuador, Peru, Bolivs
ia, Paraguay, Hrﬁguayp Argentine; BraziX:and(chile@ These:
. &re properly called the South American nations, a marrower )
term thén the more commonly heard "Latin® Americen, ”Hispanie“
American, or "Ibarp?.Amariaans : .

'We make ﬁhis:dalimitat;onfxor-the reasqn.that'fhe na9 
tions of Gantralgéﬁér%ca eand the Caribbean srea, becsuse of
their geographicél proximity to the United States if for no
other reason, have aasumad;a speciailplace in American foreign
polisy. They are a - gpecial subject in themselves and should
be congidered as such.l South’ Amur&ca ‘proper presonts probe
lems - which.are pecu&iar to its. Yocations anﬁ while there are .
many sinilarities botwsen the two sections of cha Americas,
there are alae surriciently important differences as te«make

them better-ocnsldereﬂ apar& from Central Ameriaa and thehCarw

Ronggoted sorks coveieg this szt oro .5, mALL o
gevelt an o Car an cago, 3 ReH, ggibbon,
Tuba and tho United States (Wenasha, Wis,, 3985)3. C,D. Kepe
ner and J.H, Soothill, Iho Banana Empire (New York, 1836).

Helvin xmght.__mer:cm“‘fn Sante Deminge {Now York, 1928} 3
W.nc 3&63&1!13- - UnEY :\_ _ “ ic

mﬂxico (Eew York, 1951).




ibbesn ereas Thore will be times in which uhe:term;_“ﬁatinﬂ
Amarioagkwillg.of.ﬁegesaity§ be uéed.in=giﬁing dertainsatatﬁ~'
latics snd-obser%atiqng; buﬁ these places will be noted and
ﬁiaﬁingdiske& frém:atétisﬁ&ésﬁeéveriﬁg'anly South: Americas
Whenever the term, Ypmericd® or "Ameriean” 1s- ugéed with
no acconpaenying qualifieation, it wall rerer, for purposes of
convenience and qommon gsagq, to the:ﬂniteﬂ Statess

Moée of'the-follawing diacﬁésion will center arounéd the

- policles and activities of the United Btates cOWard South Am~ .

orica from 1920 to the present, with previocus nmaterial brought.
in only when the author deems its introduction necessery to
explain or clgrify the faqtqﬁs'&nvalvad.th&aa-yeéﬁé from
1920 to 1942,

Kuch of our discusaien will be eoncerned with the so=» -
callea A" powers, Argentina, Brazii. and Chiles This will
be @0 mot only because these three nations are the woalthiest

and'ﬁhe'politically most imﬁortent nations of South America,

but slso because ‘one of them, namely Argentina, has traditions

&lly had the most unfriendly rolations with the United States.

' Orgenization of the Study

Chapter II will aonsider the nature of econbmic natian-
alism; its 1deological development both in Europe and in the
United States, and %1l) then discusa the growth and developo
ment of eeonom&c nationalism and protectionism as 8 part of

the general foreign policy of the United States, particularly




&

since 1020. Attention will be given to the principel internal
factors which 1nf1uenced its development.

~ Chapter III will give & brief review of the nmoxre import-
ant characteriatlcs of the economies of the South &marican
nations, with regaerd to their natursl resources, eccnomic
develqﬁment, distribution of foreign trade, and the present
nature of their economies so that we may better understand
how American’ econemic nationslism came to bave its particular
effects in South Americas “

Chapter IV 5111 conslder the internal economic and pol=
1tical cénaeqaenées-of Americen economic nationaliem in South
Amevaoa, with speeial emphasia upor its impact; resulting
retaliatory measures inetituted by the South American nations,
and 1its effeot_upon the South American attitude toward the
United States: '

chapter Vv will diacuss the externsl palitieal conseguences
of American économic nationalism as they welre and are demon=
strated in the Qelitical and' diplomatic felatiops between the
-South Americen nétions and the United States, éhiefly through-
the channéls of the inter-Americen conrerégces aince 19205

-Chapter VI will consider'the external'political cons
eequenéee of American economic natlenuliéﬁ a8 théj:werg and .
are.manifested‘in the efforts of the Unipeaqstates ;o.provide
remedial measures for various-asﬁecea of the situaticn. and
the resulting effecta of those remedial efforts upon the ate

titude of the several Seuth American nationa toward the United

N ——
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Statess xggw1ii:alao suggest some possible future channels
into which remedial offorts. might fall, - | |

Chepter VII -will present a briof summary of the: cone
-cluszons auggested by the studys

"one final word of introductien seema neceSgaby.zg@héugh
for purposes of diséussion _wa'fma' 1t convenient to lump the.
southern-naﬁ&ona{together-aal“South Amorica', we must always
keop in mind the fact:that in reality we are eonsidering ten
separate and individuél nations with many differences in
people, custems,,trgditian and eeonmm&ea.ambng thom, '$h6
nature of our aﬁudy will force ué to place much of our at=
tention upon the simileritles among those nations; but we
would be fﬁlling short of the truth if we &id not, wherever
possidle, recoghize tbe-many and $umportant differenees among

_%hose;natfbns@ Generalizming about the South American nations

i 11ttle-easier'than generaliging about the Buropean nations}.

.end any such\genéralizaﬁion which the author makes should be

considéered wiﬁh'ehis warning in mind.-




CHAPTER 11
Sk :
. EOONOHMIC NATIORALISM

 2§6 Heritage 2{ Mereentilism

fIn IGBQ'Tthga ﬁtn@.an‘exponent of Engiish-mercaatilism;
wrotos ; | I

“Although a Kingdem may be enriched by gifts reeeive&,
oF by purchase teken from some other Nations, yet: these
are things uncertain and of small consideration when they
happens The ordinary means therefore to encrease our
‘wealth and treasure is by Porraign Trade, wherein wee
must' ever observe this rule: to sell more to, strangere
‘yearly than wee congsume of thelra—tn value,l

“In 1888 Gilee Be Stebbina, a defender of American pro-

techionasm, wrotez' )

. Pa family pays specilal regard to the interests of
its own m@mbers, while not oppressing or abusing others?
a natien is 8 great family., A family earng its own

' @xpenses, or more, or decaysjy a nation sells as much as

it buys or decays. This is ‘the balence of trade.'
When anyone can show how a family can earn $900 and pay

~ out $1,000 yearly, and still prosper, wo may see how a
nation can export @90,000,080 and import @100,000,000
yearly, and not grow poor.®

_ There is an obvious aimilératy of-argumeht 1n these two
stétements which indicates that at least one basic 1dea-—~£hat

to prosper a.ndtlen-must yearly sell more than it buyse=~runs

1Themas mun, Englandts Treasure by Forraign Trade. nos 1
of Economic Classics, edited by W.J. Ashley (Hew York: Mace
milland end Company, 1895); Pe 7s. _

301198 Bs Stodbins, The Americaa Protectionists Manual -
(Chicagot Charles H. Kerr and Eompany,‘iﬁﬁﬁj, Ps 2




decp in thg;think;ng of economic nationalists for.ﬁoo yéaréé
And it gives added pungency to our observation tha€lthe'strain
of mercantilism is still present in the e¢onomic thinking of
the ‘world,- ' |

With the grédual emergence of bhe~new-nationws§ates £rom
the ruins of feudal Europe in the 18th ana 16th centuries,
there also came a significant eeonom&e and comnercial ex-
pansicn in the wcrld'started by che-openins_ﬁp of the New
World and’ continuing under its own momentum, Out of the l'
converging Of. these two basi¢ movements developad mercant-
{1ism, which came to be the basic economic policy followed
by the new. states,d ' o '

| The main elémentszof meréantilist thought as.it emergad .

in the 17th centary appear to be thesei

Pirsgt, there wes the ides that the eooncmio activitiea
of a nation must be unified’ and controlled by the state ror
the good of the. sﬁate, | ’

Second, 1t was held ‘that . the purpose of sueh . state conn"
trol 1s.tofgive the state pewer 1n 1t§ external dealings with
other nations. | | o |

sThird, in ofder hb-im;lemenu the f&rst-two-cenets} fhere

1ear1etcn J¢H¢ Bayes; The Hiﬂtorica' Evolution,or_moaern
Eacionaliam (Yew Yerk' Riohara 4 omll ;;Ine.; - R

,t&anslatea by Mendel Shapiro (Londont George Al en an . Unwin;,
,fbﬂ., 1@51)' Ip ppi 22“28‘ . . . . ' K
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- must be rigld economio protectionisn maintqinedvthggugh,tga_
QBQ,Of naetrictions:on 1mpdnta% Carollgry:§¢ thié.pr;ngiglé.
vwaélthe mercantilﬁat 1dea"that*a*hnﬁioh*s true wealth cdn~
sista of the amount of gold angd sllver bullion 1t heas on hanﬁ,
and thac only through a favorable balance of trade--oonly by
gselling more. to foreign nations than it buys from themwsecan
a-atate.acoumulsypfeuph bulliion, Furthermore, in qrdpr to
make sure that np?bﬁll@on shall escape unnecessarily, it was
deairgble-tQ;dﬁvglepLﬁ,merﬁhamtfmarine anaAe§Q.thgt all tﬁe
_nation’s.gégds wore shipped in its own vessels: _
. "he value of our expertations likewise may be

much advanced when we perform it curseélves in our own

ships, for then wé get not only the-price of our wares

ag they are worth here, but also the merchants gains,

the charges of gneurance, and fraight to carry them. bea'

yond the seas, ; _

| Of these three mercant'lieb principles, for our purposes

the laat 1s porhaps the most 1mportants But while center;ng.
our actention on the protectionast elements.of-mercantilist‘
thought, it. is desirable to remember that the apirib of -
strong nationalism 1tself playad an 1mportant part in the
aevelopmant of mercantilist policies. Schmoller, 1ndee@, _
rbelieves thet the' element of nationaliam-is by far the moaf |
imporfgpﬁ igvmafcéntiliam;9 e muh# romember thgt:muchlmafa

oéntiliﬁt poli¢y3§§;well as much later economie naﬁien&list:’

icalisiggificanca (New YorE:
Pe 51, N
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policles are most 1htelligible in the 11ght'of nationallsm.
1tself, | |

' mbrcanti;iam:was the dominent cconomie poliey in Buropo,
roughly spoaking, from 1500 uatil 1800 Ia Prance, Colbert
gulded his ﬁgﬁian'a oconcnric development under striet state
- eontrol, “ébé&n followed a éonsistén%ly.m@vcantiliatxbalicy
in her dealings with hor Latin Amoricen colonies from 1560
until the aﬁd of the lath<¢autury@1 Bngland Iikawﬁaa'pﬂvf;'_
sued a mercantilist poliey tewaéﬂ hor oﬁn'Amaraoah:ooleniesf'.
until 1776, And in tho case of both Spain's and England’s
Aneriean eolon&eé. raaénemanb.against-the mothor countr#'a
mercantilist policies was a major feetor in the colonial
independence movements 2 L

Thus ©ith netionalism in the politicel end cwltural

'worlda'came naeiqnaliam in tho eoonomic realnm, aﬁnaeionmliam
founded on the 1&93 that a nation's prinary concern 13 looke
ing cat for itoolf, and that the bost way %o do this 15 to
make gure that the fatherland's industries ehail be given
every advantage in cagﬁe%ibioa.wzeh the %ﬁﬁustries of any
other nation. Eﬁer 8inoe ehét time maticnalienm in one form

hes ususlly boen acoompanied by natlonaldsm in the other,

iea, aﬁé zg?giggp%gé6ﬂ§§§g¥1§§%§mﬁg%¥§éaghggb

mc IV-VI ¢

21aurence B. Packard, The Commercial Revelution, 1400
1776 (Wew Yorks Benry Eolt and Company, 1 » PPe BOwBS,

Hispahiig Amers




- Adam Smith end the Manahesterfﬁ@haéif

Whan, ia 1776, hdam Smith published his Wealth of Ha-"‘
tionsg one or his prime purpeses in writing the bcmk was that
of attacking the whole marcantiliat philoaaphya In‘hzswargﬁ
uments agaiﬁeﬁ tho mercantllists Smith iaid down,aféaé§'$¢r
free trade to which 1ittle of argumentative 1apartance'has
baeu-éddad since, His attack on the mercantiliate was cental
-ereﬁ around theae main avgumenba:

Firet, Smith held that o nation's true wealth consista
not of the ‘gold anﬂ 81lver bullion in its coffers, buc rath-
.er of che botal amount of conaumable goods’ availabla to its
citizens, 1n his own words | |

 ‘ '”It would be too ridiculous to go. abaut aerioualy
to prove that wealth does not consist in money; or in

'gold ‘and silver, but in what woney purchases; gnd it is

velugble only for purchasing. Honey, no doubt, mskes

~ always a part of the national capiteldj but 1t has ale
roady been shown that it generally maXes but a amali
.part, and always ‘the most unprofitable. pare of R PA

Secend, hs argued that - giving an av*ifiaial mcnOpaly
of the dameatio market to home praducers ia both coatly and
unjuet to the: censumers of any nations’ Said he§

- "To give the monopoly of the home markdt to the
. produce of domestie Industry, in any particular art:

or manufgcture, is in scme measure to direct privete . -

- peopls in what menner they!ought to. employ their capw
itals, end must, in 8l) cases; be elither a uselesy of-
a hurtful reégulation, . If the produce of & domeatie .
can be brought tnere 29 chedp as that of a foreign 1n-

' ”lnaam Smith, Ap: Inquiz
the Wealth of Nataons, edited" Ey Jamea
at tho EIarendon ?re 88, 1880);s p.. 10,

!
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dustry,; the regulation 18 evidencly uselesss If it
cannot, it must generally be hurtful, It 1s the maxim
of every prudent master of a family, never to attempt
to make at haTe what it will cost him more to make b
than to buy. '

*thrq, Smith:pointéd out thé.prineiple of cemparative
advantaée~as applied to nations.: Due to ihterﬁatioﬁal d1v~ﬁ
iBion-of.labor, hé'ahid; some ﬁaﬁianS'can produce ¢ertain
gooda"cheaper thaﬁ cén oﬁher-natibnas In view of this faet.
he maintained, the idea ot setting up barriers to imports
in order to maintain. a favorable balance'of trade 1s wasteful
and castiy; Free. ‘trade must elways, in the long run, be- ad~
vantageoua to ell’ nationsa

"Wothing, however, can be more absurd than ‘this
. vhole do¢trine of the balance of trade, upon which not
N only thése (protectionist) restraints, but almost all
. the other reguletions of commerce are foundeds When
two places trade with one enother; this doctrine supe
poses that, if the balance be even, neither of them
either loses or guinsj but if it leans in any degree
to one 8idc, that ome of them 1loses and the other gains
in proportion to its declension from the exact egqulle
ibrium, Both suppositione are falses A trade which is
forced by means of bounties and monopolies, may be and
commonly is disadvantageous to the country ia whose
favor it is meant to be established, as I shall endeave
. our to show hereafter, But that trade which, without
foree or constraint, is naturally and regularly cearried
on between any twp placas, is always aavantageous, though
not always equally 80, to both."

- Pinelly, not. only do negative restrainta against foreign
gécds mean.injury to the damest;c coneumer. but bounties and
subsidies ﬁa&d by the government té-balster:qqak'hoﬁa_induStfies_

so thét'théy mﬁy 5etter'qompeté ﬁiﬁh foreién entérpriees cone

Ibid.g pc 290
8xbm.,, Pe 63,
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stitute a double tax upon the- domeetic buyerz

"I answer, that whatever extension of the foreign
market can be .occasioned by the beunty, must, in every-
particular year, be altogether at the expense of the
home market; as every bushel eof corn which 18 exported
by means of the bounty, and which would not have beén
exported without the bounty,; would have remained in the
home market to increase the consumption and te lower
the price of that commodity. The corn dbounty, it is to
be observed, as well as every other bounty upon exporte
ation, imposes two different taxes upon the peoples
firat, the taxz which they are obliged to contribute;
"in order to pay the bounty; and secondly, the tax which
arises from the advanced price of the commodity in the
home merket, and which, as the whole body of the people
are purchesers of corn; must, in this particular conmods.
ity, be paid by the whole body of the people.™

| '.Eollowing 1n Adam Smitb's line of thought on these issues
. were sueh” later economista as Thomaa malthus, David Ricardo,
aend J, R. Mcculloch, knowa collectively as the HManchester
School of‘eoonomists.' For the noxt hundred years their ideas
on free trade became 1nerea81ngly_&ominaﬁt in England and to

8 lesser extent.throughcut-thé_reat.bfjthe world, The“sigu‘
nificance of thié school for our purpdses ig that they~moatl
clearly represent the ideologleal and actual epposition to.
the ideas of the mercantilists who preceded them and the neé-‘
mercantilists er;economic nationalists who were bq.follgw them

in the 19th and 20th centuriess

Qhé_ngeIODmentjpf'Eooncmic Nationalism in Am92§°$'

. It is not without significance bhas the same yoar in

which Wealth of Nationa was published also saw the publieatienﬁ-y;

Ibido, Pt 820
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of aixetii-ér* fdoeummit which was to ha{re g':-'eiat"' ix{riué{aaé on_ the
livaa or men and ﬁhe polieies of nations; the Declaratien
-of Independence ef England's American coloniesq Both of
‘tham were ‘out frem the same: idealcg&cal civth, that- of 1Bth
eentury rationalism and individuaiism. -And both of them found
much ofzthgirgpurpoge in_cgmbatbang }deaa_aflmetgéﬁtiiQQmal'”
It was raééﬁtment:againat.Qnglana*s-&eréantiliét pdlic}és R
towara her colonibs which-aia much ﬁowara'briﬁgihg'abéuc _
| actual revolt i 'Ana it was- -against these same mercantilist o
policies that the ‘young nation had to struggle for '1ts place
in the economic sun. . |
Alexander Kamilton, in his capacity as eur first Sec¢«
-retary cf the Treasury, followed a scomewhat. vaguely protects
1onis£ pelicy. Bla 1declogical and political Opponents, |
. Madison and Jerferson, believed in tariff-for»revenuewonlys
‘but the 1ssues were not clearly drawn, and other m@re me
mediately importsnt questions than‘proteecioniqm occupied
ments minds, | | “fi |
The rea1;beé1nnings-of Americah-ecbnamiqanatianalgsm
came around isls?whan'the'Tvéaty‘éf'Ghentihad'endﬁd_kmefica's
second war with England. It wéb ﬁrimarily inspireé by'Eng*'
land’s activities in dumping geods indiscrbninately upon Am;

erican markets in ao effort to tie up her trada.g This pure

. 1aenjam1n Wiliame; Beonol
StatesetveW‘Yerka Ec&rawa X1l

xbid’i po 354’4 ]
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pose was made clear in e-epeeoh.made in ?arliament by one
Henry Breugham in 1816%¢ | |

- "It is weld worth vhile to 1ncur a leaa upon the
first exportation, in order, by the glut, to stifle in
- the eradle those rising mesnufactures in the United States
e Batural course of things,ok ot NI
The only snswer to this British polioy of étifling America’s
infant 1ndustr1ee seemed to be pretectiqniam@.eThat was exe
acply.tﬁe!anawer!ahich Nenry Qlayuadvaneed in-hiseeeﬂcept
ofﬁﬂwhe-kmerieen:Systemﬂ) which Qes 80 eften to.belreferred
to by preteccionisﬁe following Clay. This syéteﬁzwaS'to em-
‘brace . the United ‘States and those areas 1mmed1ately dependent
‘ uponyher, an& throw up around them e tapdfrf barrier sufficient
to proteet the young 1ndustriee within 1ts limits from the .
dumping of eheap goods by foreign nations.' |
. This ﬁdea bacame more‘and mova popular in America :t:} _
the growth ef the 1nra1t cet’con9 pie 1ron, and wool 1ndus~'=
cries after 1815 made sueh e pelicy aevisable, By 1824 all
of the 1eading Presidential candidatee. 01ay, John Qnincy
Adams, an& Andrew Jackson were edvecates of Prbtectionism.e ‘

In 1828 ‘came. the famous.?_'Viff of Abominations” which eauseé

gome rumbl&ngs abowt rull 1rioaticn in the agricultural South.
It wés=modifie&.in.1852.and.1835¢,and for the next two decaﬁes

‘the 1dea.of'tariffuforavevenueaeniy became gradually accepted.

L

1Fred Shannon, Econenmic History of the Peeple of ' the
United States {New Yorks The ﬁacﬁii%an Company, . 337} p. 228,

Xbiﬁ 40305 .995 9384
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Treasury surpluses in 1846 and 1847 caused the tariff to be
further lowere’d,1 | | }

Protectionisﬁ propef,-hOWever, first got under way in
the Civil War. The Morrill Tariff of 1861 wes the highest
the United Stétes“had yet éeen, and while the reason for 1its
institution then given was the nécessity'of higher revenues
for the prosecution of the war, nevertheless by 1864 all |
pretensés of révepue-only'were dropped, end frank and avowed:
protectionism bécéme the American tariff policy.zv

Qoincident ﬁith thé'develcpméngrof protectiohism in Am~ -
erica snd with héf l1ast great struggle to form a unified '
;.nétion came & revival of nationalistic ideas and policles
in almost ali.thg hﬁtipns of the Wesﬁern'worla, .Such'writers
as Treitschke, Hégélfand Nietzsche in Germany,-dewaistre and
deBonaid in Fran@e, and Thomas H, Green_1n Eng1and-a11 ib one
way or another glorified the national staté and made of.it.
" the most siénificant institution in hu@an.life.
As a part of this general revivel of nationalism came

htbe criticiem by a number of economists directed at the qu-d_

| cheeten'Schoolis?principlee of rrée=tradé, curiously_enbugh,
the three outstanding representatives of this new néo~mercan§--
11ist school were all Ameficans. Thé first.of-theée was FPried-
erich Llat, who was ‘born in Germany and "became & naturalized ;

Amerioan citizen in 1826, In 1832 he returned to Germany as -

- 1114, p. 244,

2Samuel Flagg Bemis; A Diplomatiec History of the United
States (New Yorkt Henry Holt and 5ompany, i_ﬁ%), pPe 752,
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American consul a§ Leipzig; where he helped ereate sentiment
favorable to the Zollverein, or customs #nien. of the seve
‘oral German states, In 1841 he embodied his idess in his
femous book, Das Nationale System der Politischen Okonomie.,.

This book'was,widbiy read all over the world, and especially
in the United States, where 1% bécams the Bible of the grow=
ing group of protectionlatee |
In this book List roemphasized the neceesity of state
control over the nation's economic activitlies,!. This, it
will be recalled, was one of the first ﬁrinciplee of mercante
.,1lismq Having_dOne'tﬁi$, List laid speclal enmphasis upon
the desirability of high teriff and other import restrictions
for the'purpoée of Boiatéring weak domestic industries., As
his criterioh of just how wsak an industry must be before it
is no longer worth protesting, List laid down this rule: |
"1t mayiin general be assumed that where any teche
nical industry cannot be established by means of -an ore-
iginal protection of forty to sizty per cent, snd cennot
continue to maintain itself under & continued protection
of twenty to thirty per cent, the fundamental conditions
-of menufacturing power are lacking,"® |
This, of course, means a very high degree of protectionism,
but it was just the sert of thing that the rising American
industrialists of the 1860's and 1870's were ready to believé,

The aecon& great.Amefican7protectionist thinker was the

1Friederich ‘List, The National System of Politiecal Econe
omy, translated by Sampson S, Lioyd I%Snaon: Longmans, Green
and Company, 1916), Chs, XI-XXIV. .

albid., Pe 251.




j | 19

New England economist, Mathew Carey. He spoke much in terms
of Clay's "smericen System", end maintained thet adequate
pp@teqticn-was,"e#¢h;a governmental regulation, by dutles. or.
prohibitiops,,as_savealany'glasa-gt our ciltizens, whetheﬁ ;
farmers, ménusactﬁrqrs;'or.merchanue, from being undermined
by forelgn rivala;”i. Be enmphasized the 1mporténce of cal—f-
culating the relative cost of producing & given articie at
home with-the'oos£ of production of'ﬁhé same article abroéd}
and when this was figured, any advantage to the foreign prod-
ucer should be more then made up by a tariff levied on the .
foreign producer's products. This: ”equality of cost of prod-
uction” principle became very populer as a theoretical basis
of tariff loviess . Hathew Garey‘s-influence_was perhaps great=
est in that hé-td@k Glay’s-American~Sysﬁem; gave it a respect-
able backing of economic theory, and defended it untiringly,

But perhaps the most importent Ameﬁican protectionist,.
at leaat frém thé_Standﬁoint-of'actual_1nf1uep§e upon thel_
Ipoliciés followed by the United Sbateg,ffom the éivil War on;_
was the economiét,:ﬁenry Ce Careys- Moaé of his 1ifo was speﬁt
pub;iahing_a 1odé series of pamphlets and. books defending a
system'ofltariff'éub91dﬁeBJand levies on foreign goods to

protect domestiofmanpfaebureap2¢ He oven wenc 80 fa; as to g'

1Kennéth W. Rowe, Mathew Carey, A Study in American Ec- ;
7onom1c Development {BallImore: the Joﬁb ﬁ Ef_s Yress, 1533)
py ® 55957 'y

2Vernon Louis Parrington, ﬂain Currents in. Amerioan Thought

(New Yorks Harcourt, Brace and Eompany. 1930), III, p. 108,
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propose & system of national currenoy, which was to be non- "
exportable and based upen the oredit of ‘the government with
lthe people, and nob 11ab1e to 1ntarference from abroad.1 He
!was often quebed 1n congressional debates over tarzrf policy,"
'and became the recegnized American authority on the question.
Tberefore, his 1n£1uence-became the meat direet-if noet theée o
greateet-eﬁ_the-ﬁhree'mainiAmerican protectionist thinkerss
While we cb@lé not say theflthe writings of ﬁheae three
men, cpming«wheefthey didg gggggg.theadevelopmept of.protecté
ieﬁlem in Americe after'the civil War, .we cae say thaé theﬁrﬁl
influence in- attacking the. posltien of Adam Smith and in def—f-
_ ending the, growing American protectionist eystem was by no |
means 1nconsiderable. |
In the letter third of- the 19th century, United States
-manufactured,goode;_gnder the .shelter of the growing,pro;eex-
1§e wall, hed rather good contrel of the &9meatic markez@r“'
Ae yet,fhdeever;;theyﬁwere unable ﬁo ceﬁpefe:ﬁith.murebeanf
prodﬁcts 1n'Eurobean marketea Gonetanﬁ 1mpre§ement'1n man-
ufacturing techniques was beginnigg to produce annual sup«
pluses 1n more and mere goods, and American manufacturers |
began to cast. ebout for aew markete where theee eurpluaee
could be sol&. The most likely field for developing new _
-markets appeareé to. be Latin America; but here hhe Eurepeans,.

:especially the' Britlah, weve already firmly eﬁtrenched econ* :;

) 1_____!5;&;_.-,_._, pe. 108,

f




omi¢311?;wao‘tha:Amerieanminduscrialiata began to ask fqrt_ﬁg
speeial'tfédé~édvahtasea-to overcome the léad Burope had tékenél
~ 'In 188} James G. Blaine became Secretary of State wnder . -
President Garfiéid; end the “plumed knight" brought with_htmv%-
oertain definite 1deas as t@show tnoae,ﬁgsxn Awerican craaer;;
sdvantages. might be obtained. Helsent-out 1nvitat16na to gt¥”
the Latin American nations te come to Washington for an intera
__-American conferenoe en varioua problems, among them trade R
z boing chleopemasp. 1t aeams quito probadble . thet Blaine's
- mbtivee.ia iﬁiﬁﬁating this_p¥ﬁpoaeé gonference-were primg
arily ﬁ_g}ﬁé&*e of deiiring to secure tréde agreements with the B
Lavin.american_naﬁion&<whereby American goods might compete-
with Eﬁrbﬁe‘én{goodsl_iu the southérn republics,2. But Garfield . |
was aséassina%éa,ldna”pis“sﬁccéaser, Chester A Arthnr,nwaé '
‘not Sympathéﬁie té tho.generalvidaaa-,SOjsiaina*resigned, and.
for hine yéarq the intqf@ﬁméricén'cénfereﬂee was.éidetraekeé~
end thézinviﬁatibﬁsfwithdrawn?_ - |
The election;ofllesﬁ bebﬁéen Grover Gleveland end Bens -
jamin Barrison was fought mainly over the issue of proteotions.

ism, and Harrison; the champion of the protective tarirf,

1Ben3am1n Williams, op. cu,, PPe 256-257,

. 3Far a- fuller discussion of Blaine's motives and dasigns
for the. proposed conference, ses Samuel Plagi Bemis, Op. 61t.,
pes 736, and Thomas Aq Bailey, A Di 1omat1c.ﬂis ory of e
ericanli’eb‘ 1o mew Yorki FiS. Trof nd Gompany, 19417,
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was*ﬁhegvictofav #ith his 1naugura616n:in-1889,'Biaine agéié
became Secretary ef 8tate just in time to. be host at the .
internAmerican conferenoe to which his §redeceseor, Bayard, .
had 1ssued the invitationa the previous year,l |

_ ‘Blaine seized tha‘first opportune moment after the
,confarence convened, and presented nis pet plan for an Ams
erican zollverein, or cuatema union, to give all members ad—
| vaatages-in mutual trade. The Latin American nations; led
by the Argantine,éelegatég.&euator Roque Saenz Pens, fosred -
that the unien would become an instbnment of "Yanqui I@bérialé
1en%, and they aid not wish to da-anything-whiéh:might-harm
| their-néceeaary'trade with Europsj;ao they turned the prop- -
osition down flatly.-

- Witk this outlet. cloeed, Blaine then turnea to the thuss
far relatively neglected machineryzef.recipracal trade treatiee
 to attempt to gain advantages in Latin Americen trades In -
1890 and 1897”1aws~were'paase& giving the President'pcwer ta;
bargain-i# eariff!ratee W1£h foreign'nationss He was empowered
to ralse the vates of duties oh imports from given nations in
order to compel ehose natione to give'wnitaé ‘States goods bete
tey treatment, and to lower- duties in order to perauade given

- aations to permit relatively tree entry Of Ameriean pooéaa

'
i

1Fred Shannen, gg, cit., D 57*74_

2For a fuller discuaeion of why the aouthern nations roe.
Jected the proposed customs union, see Benjamin Williams, 92.
Cito’ P 2580 ’ ; ) .

31bid. s pp. ase-aez.

foow




wunder reozpraaity provastons treacies had baen signed and
ratified.by the Senatea These Here treaties with Ganada
(18541, Havail - (1876), and Cuba (1902). In the Senate, hows ',
ever, there.bagan to develop eonaiderablerppqsition te any - .
breack in the protecﬁiﬁe wdli,-hqwevap smailé: A-large-nnmgef,
éf}reciproeity treaties weére. sizgned only to be rejeétea in
&pe-Senateg '?héqe ineludeas.Gregt_Britg&n{rqr-&ewfcunélan&;fAl
(1890); Great Britain for_Bérbaées,,Bﬁit;sﬁ-euiana, ?ﬁ:&a
and Caicos Islands, Jamalca and Bermuda {1899); Demmerk for .
tho Danish Vest Ihdias (1889), the Dominicen Republic (1899)4 -
Niﬂaragua l1899), Ecuadov (1899), érgentina (1899),-; d France.
(2899} .3 | R - L |

_ Aftar,zhé sﬁfn,Qf the. contury, €he reciprocity 1dea as - -
& means of adiuating tariff walls died out and. vas not rovived,
as we shall see, until the Rooseﬁalﬁvﬁulg agreoments: of 1984+ : .
and afters - _ I .

whe;next'sigaifiqénﬁ date in Amariqan-tariff hisfery waé‘

1919, Jjust after'ﬁhe~end of the @brld Wﬁr; It is commonplace
to assert that bhe United States hadj 1n rour short years,.
ehanged fvom-a aebtor nation ta a ereditar nation. And yet .
the magnitude of that change and 1ts fundamental aignificance
for Amarican tariff policy ia shcwn in these figures on the
balancas‘pf‘eoealtﬁniced States foreign debitg«and.creﬂits;

both @6#érnmsﬁﬁuana:privata;fwith the preoswer situation cone

Clbid., peo288,
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tragted to the postswar aituatinnii

Pable. 1
UﬂI?Eﬂ STATES POREIGY DEBITS QR CRﬁWITS

Date ' ' Debit e credit
014 {July 1} @3,000,000.000 ' :
1822 (Dew, 31) szs sasl.oeo-
1920 {Den, 31) o 18,877 0@@ @@@
1954 (»ﬂcq 31) ) . 18'429503

~ This s&tuaci&a quite obviously meant that fOreigh nations
owing money to the United States must 8611 thelr own goods &n{,
gveat quantities in ordey to obtain enough wealth to pay these
_-ﬂebtﬁm And thigpmeanﬁ, 80 meny Amoricans tneught; a floed-ot.
cheap Eurepéan goods on the American market, Then too, the
 productive facilities of the United States had been expanded. - -
by the war effbrt to a pe&k which they had‘nat.knowu«béfore.'
Markets for American geods, therefore. wore absolutely necs. g
essary; uwhether tho-e marketa woere domestiec or foreign. Bo=--
causge of these two.reasona,;congrasa decided; Whether-r;ghtly
or wrongly,. that it wculd:be muicidal.ea-péfmit.a.rload of
cheap Eﬁropean_goéaa #o-cqmé inte the Qeﬁner and take the:
-domeaticlmarka%:aéay fram.Ageﬂieaéépbeaaoaﬁe;,' '

Added to this sitnatien wae the virulaﬁ;-nationaiist_.'-

sentinent produced by”the w&r, and the-atrbng isolationist
foeling of wanting to return to "normalcy“ and: %o keep out

of fqraign entanglemonts, ecanomic or othevwiee. Upon thesau

: lTaken from & apecial report to the Presidenb, wade by
George N; Peék, August 30, 1934, cited in Samuel Flagg Bemisg,




bases were constructed a seriss of tariff acts raiaing a
higher and higher Qrotective wall around Ameriean 1nduatryo
It wes a program designod to auocor the hoie market, and fewf:
were the men during the opulent bwentiea who darad eriticize -
tbe rationale or the suecess of that programal
with bhe advent of the depreasian in 1929, the reaeons '

for prateating the homa market ‘became re&onhled in the mindej=
of Amﬁrican~legialaters, .and the long trend of protectionism
cane to its cximax with the passage of the. $mootaﬂaw1ey Tars
ire AQQfo‘l@SO@-which'raiaed tariff!rates«tc»a-nag.allﬁtimefr
higb in the-vﬁiéeé Statesy® This, esgein, vas & purely dome -
eatic appreach to what wag thaughh to be the purely aomeatie:
probvlem ef protecting the home narkets 1ts internat&onai
&mplicat&ons-w@re-diatinezly’a secandary cenaider&t&mngf

By the ond of the twentles, this . whale general trend .
toward a higb éegree of protecbianiam in,America was being -
shaped and bolstered by the developmend 1a Eurepe of polioiea
of neo~mercanbiliém and autavchy‘Whieh led many Amarieans=téi
believe th&t fereign tradé henceforth was strictly dog¢eat~ |
dog send that in that astruggle the United Stabes musty in order
to survive, follow as rigid a paliay of proﬁectionism as the

other nations of the world.

. 1For a fuller'éiscuasian af the ratlonale behind Amaric&*s
postewsy tariff policy ses. Frank W, Tausaig ?he.? piff Higtors
of the __vnited,_saatea;fath edition (Nw Yorke G ¥, Fubnam's
'. ' o Y. - " ] § . . ' )
?—xma,, PP 400fFy /
Biliiem 8. culbertSan._Intarnatio'aiﬁﬂ%&namie_?alie“es
-{Wew Yorky Dy Appleton and Qompany, 19% K
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', The, axtrame of this point of iview, and, indeed, ona of

the mbsb-extpéme‘protecticnis§ points of view‘ever exproased - -
by an’ American author ie fcund in 3amuel Crowther's amaging -

book, America aelf-CQAtaineﬂql Cited below are three more or-

less~typ&eal statemsnta'from'tha%-beok t show the 1engehs__
to which Amoricnn protectionist thought has gone in 8ame
quarters. in the post<war oras l
Crowther. opens his book with this remarkable etatement.
"o in the United States have today no friends

'among the nations of the earth; bub we have many bitter

enemies-+wthe more bitter because they 4re presently
without the power to harm uss & sFortunately we need
no friendsj fortunately we need fear no enemloes: ., « -
FPorty international economic conferences have convineed
us that we have a set of primary principles which: thg

- werlg at la*ge neither shares nor deaires to ahare.

Then he holds tha% émerica can be froe only if she 15 o

absclutely indepenﬁent éaenamieally of any other nataont

“Threugh bltter sufrering.the wurlﬁ has learnea.
‘It bes lesrned that politicel liberty may mmesn only the
privilege of starvinge~~that no nation is free if its
daily dbread can be given or withheld in: war or in peace-

according to the needs or pleasure of some other nation,

The world hds loarned that politieal 11berty without -
eeonomie libarty is only an ampty ehellc

And finally, thia is hia diccum en the fate af 1nterm'

national trade generally._

lsamnel crawther, Ama'ica_selfaﬁenﬁaxnﬁd fsaraen Citys
Hew Yorey Bouhleday, Doraa an -ampaﬁy, :

| albidu pe 1s
 BIbtav pe 84
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;1. ™he export trade of tho world is geing the way
of the ohaling trade; and there is just as much chance

of restoring it as there 19 of restoring the whaling

trade by cutting out eleohricity and dacreeing the

world<wide use of sperm ok} "

Obviously Crowtherts: attitude is not typleal, even of
those who today advocanerawhigh{pvo%ectivartariff for the
Unitedlgiéteé@ Nevertholess; ﬁha&.aetitadé isiindieativei'
of:th94fra1té.of eortain ideas of ecenomicjpraiactionism,anﬁ:
Singoistié nationhliam-which-aeem to have éngulfed ahe-%ariéi
since Versaillea, and which the United. Sbates apparently
has: beén.unabla te avolds '
| Undsr the Rooscvelt. aduinistration begiuning in 1058
there has been ‘no. p@neral lovering of the tariff, We have
returned to the reeiprecal‘tvade troaty pnogram:of Blaiﬁe;
with cart&in &1fferences which we shall note later along with
tha axtent and affects of the Roosevelt~mu11 trade agreemants.
A8 a Whele, the United Stntes tariff wall atands very much ae |

1t was eonstructeé by the Hawleyﬁﬁm@@t Aot of 1930@

ggg Methods of Eeonomie Netienslts
éy_now ib.sﬁ@n&&_besclear &hatgthe:engvgf e@@no@ié-hét#-
ionalism in ganagai &ﬁd.&merinan aegnémie-ﬁaﬁianélism‘1n-part¢f
iéuldrlis~that'§f saanriﬁg ﬁhe ddmestic ma§ket to-%hé buéinesa:
- of aemeatie preducars by barring importa and pramoting experts
by primsrily political meanss Thers may be the added purpoae

cf attampting te maka the nation indapeadent of tha goods of

i

ll‘bi& 9‘, 144
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any'Obher nation in time of war; but this is not a'necessary -
part of the. sort of eeonomic nationalism with which we will
be dealing in the course of thie study.

It would be of 1ittle value for the purposea of our atudy
to 9reaant a detailed disoussion af the metbods and workings
of eoconomic natzonalismg Buch e diacuasien een ‘bo’ found in -
various other wcrks.l It will be the author'a purpose mereiy
to 1list and expla;n briefly the najor methods by mhiph econs. -
omic nationalist policies ers iuplementedy: | o

| There appear to be five: magar categories of methoﬁa.- Y
The rivst of these is protectiqngﬁrfeeting commndities by
negstive meesures, In this category we find such measures as
cuatamé-éﬁties placed 56 high that, mhen-addéé té'hhe'pviee-' |
of an. 1mported good; they make ite cost hi@har than that of -
the coupetitive domestioe goody freight—rate protectaon by _' :
which domestie goods are given lewer priaes than comgetitive
forelgn goods; aaminiatrative protectian, ‘which we will aise .
cuss more thereughly belew; and proteotian by popular boycott,
neither widely used nor highly effective, but nevertheless
employed in sueh.movemants a8 the "Buy Britiah“ and "Buy Am,
eriemn" eampaigna of the eerly 1930ta,

- Phe secend wa jor category af methode 1g thac of protectzon

affeeting;e@mn@diﬁxea,by positive measurss, Ammng.ehese:methpds

P

1An exoellent disoussien of this subject, from which much

of this materisl is drawn, is found in Josef Grunzel, Econ'mic

?rotectionlam (Oxrorda ab the Glarenden Press, 1916), PPs 130+
2%, .
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hre bounties on exports, by~which ecé;omically waak domestic
industries aPe shored up and -encouraged to axport by governs. ;.“
mental aubsidyz freigbtnrate eoacessionsz and msasurea ror the
enccuragnmbnb -of" éhippingal

- The third ‘group of methods 1s that of proteetion.afrect-
ing capital. %y negative measures, 1ncluding such ﬁaapcns ag.
obseacles placed in the way of foreign enberprlse such as o
| apeczalrliceuseaa~a9@cial:taxea@,speeiax~gegu1ations,:epc;;rf
 the dﬁ_aceumgemenﬁ of capital m;a_qm.aumglbotﬁ ‘through |
iéffié&él marningswand gpociﬁl*ﬁaﬁasmi&id u?aﬁ'foreignreaﬁitéii
and the aiscour&gemant of .thé denatieonslization of capitel =
by allowing entrance into foreign capital combin&tiana. 8

- A fourtb cat@gory is that of protection affecting cap»

ital by positive measures, the main method being the on«
eeuragemenﬁ of tha emlgratian of'domestic capibal, while:
retaining. camestiQ conxrol.over that. capitala' P

And finql&y«gperg-is-thewgrateotaon:affqyded labor §y»the
'ﬂiecsuragamenta@f;immigrgtiqn;-aueﬁvaﬁ_wgﬁiégrﬁﬁed en_in;thefr‘-
United States agoinst orlental fmigratich in the lattor part
of the leth century at the behest of aemastic lsbor. graups,- x

Theso, then; are the najor methmﬁs ef eoenamic nationale« -
ism, AS we sh&llwaee@~cerﬁazn of;them.;averhpenﬁemplwye&~'-_’
ﬁideiy‘by'ﬁheJﬁhiﬁea &taces,'whaia{qtheve hﬁva'hurdly been - -

Iram By lnteresb&ng compariaon of tnis pvinciple with

those of m@rc&ntiliam, ‘560 Thomas Munts argument, ag quoted
above, H‘& 10@ : . ,
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ugseds Of Americqfé'recent trend toward ecqnomio\nationalism; 
thé moat7str1king fact seeﬁs to bve that of the 1n§reasing
significance of tﬁe-aaministrative controls mentioned in \
eonnection with the first,category. Asong the more importahﬁw
woeapons employed under the general power of admznistrative |

eontrol of imports are these:l laws requiring the identification

of foreign goods by "marks of origin®; antidumpiag legis-

lation and regulations; laws applying gountervailing=dutiee B

-to bountye~fod im@orts pfohibztion of importa of thé prod-

ucts of convicet labor anﬂ forced iabor; laws penalizing impe’

orta from ceuntriea that discriminate againat the Amarican
'eommeree in their merketsj prohibitions and penalties on un~

" ra1r competitiea 1n generaix and 8&31@8??'?@8“18t16§3§

The significance of administrative controls iies in the

fféét that,. ﬁhiie-1tris'aeceasary'to-have Géngfessional deba§63

over and apprévéi:éf ehangaé'in rate échedulea, the uéé of”““-

any- of these administrative controls requiras only ‘the ap~-~

-proval of the administratar. .And thisg, of oourse, ‘means that

the Uniteé States haa a much more flexible weapon with mhich
to engage in ecanomic war with ocher naﬁions. ‘

It 13 Percy Bidwall'a epinion that these a&ministrative
contrels, wh&eh he has aubbed “?he Invisibla Tariff“, have

beeame even mora 1mportant weapena of Amertuan eoonomio nate .

h ‘Z.;.;.u_. P . - \ s .,

1vemﬂa Bawell, ‘.I‘he Inviaible Tariffs A Study of the
¥
contrcl of Imports_into | ftatss (Rew Yorkt p'EiT-Eed
~ : {zn ﬁeI_EIans, I@Eﬁ), 9« Te
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ionalism ‘than tariff schedules end export subsidless} GCerts

ainly they will lqom large in our discussien; for jﬁat one

ttem, that of sanitary regulations, has_pléyed a large part .

in our vrelations with at least éﬁe;ﬂouth Asorican nation,
namely Argentina, where; under discret&oneéy sanitary rege
ulations, thé'ﬂnited_States has barred the. importation of
Argentine beef on the grounds that Avgentine cattle aro
subject to the "hoof and mouth? disease, end that ell Arg- -

éntine beef and beef products, therefore; are in danger of

spreading the disease to American cattle, This controversy .

will bs-diseu&&edaat‘length in Ch@pﬁer.lvﬁ
We have geen, thenm, how economie nati@nglism dewe;oped 

sldé by side.withfpoliticai end cultural aatipﬁaiiémgﬁfﬁo-

heve seen its development in the United States as a part of .

Iohr 1néustria1.&eVelapment-in.the~late 19th and,ﬁOth conte

uries; And we have seen the nature or'theimajor ﬁeépana it

_employs tOfadvaacg‘ﬁts=caﬁae@ We Mmow that, considered '

frow a purely domestic and national polnt. of view, there 1s

a definite body éfrreasoning-behind 1tsgpo;icieé whieh.oané-' 

‘not merely be laughed off as stupid,

It now beeomes the purpose of ‘this study to change that. -

ﬁeine of view frbm-ehe-puraly*damestié andfnacienalﬂin ordeyr

‘to dlscover what polltical consequences, end vhat effects on

our relations with the nations of South América American

1rviae, pe 2,
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- e¢ononde. nationaliam has had. St . SN

In doing 80, wo will be oensiaering purely the intorw

national implicatlona of a polioy which; a8 woe have seéns Was'

eonceived from an almnat whelly demestic and nat&cnal point
of views It 19 haped that~byAnew the rstienale béhiﬁd the
1nstitution of American: éecnomic nationaliam, eepscially
aince 1920. de surficlently clear and. fnlly expressed. that

the discussion to come:will not be wholly cnewsided.




 GHAPTER III
ECGNQMIQ”SGUTH AﬁEBIGAA

Befora we can properly study Ameriean aeenomic national-
1sm as 1t haa oparated 1n $outh~Amorica, wo must first provide
¢ourselves with a broad background of- 1nfcrmation ab;ut the
economy of the southern continent, Oertain questions ineve
itebly present ﬁhamselves whieh must be anawered before we
may arrive at any ‘true picture of the problems involved 1n
this atudy. Among the nore pertinent of these queationa are?
whab is the general nature of the South American ecoaamy? J
Is her economy eomplementary to or competetive with that of
the United states? What are the pcasibilities for achieving |
a truly 1nduatrial economy 1n South America? What is ‘the posge
ition of the United States 1n South Amerioan trade? How has-
the. pregent war affected that position? It will be the pur- i
pose of this chapter—to suggest anewers bo these questions.l'
It will not. be the purpose as it certainly will not ke the
reeult of this chapter to. preaent an exhauative study of the

South Americen economw.1 That discuseion can be found in

1Two excellent works on the general economic nature of .
South America are-R.H, Whitbeck and F,E, Williams, Economic
Geozraphy of South Ameriea, 3rd edition (New York, 1940), and
C.F, Jones, COmmerce 5 of §outh America (New York. 1928),

g§5 t)

|
|
|
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| oener,.betterfplacea,fvenly enough of the fadts necessary to
- provide a background for subsequent diacussion will be preg=

ented here.
lﬁbu%h-ﬁMericén'Enonﬂmie Dévelaggggb -

‘ The coloniel period in South American history stretched 
.roughly from 1500 to 1808. During that perioa the Spanish
government, both under the Hapsburgs and the Bourbons, purs=-
sued a surticiently consistent policy that it is possible to
make certain. generallzations about that polioy.1 Operablng
undar the. nrincioies of m@rcantilism. &ueh as we have die- :
cuesed *hem 1n Chapter 1I, the Spanish pcliey was based firet
oﬁiall on Pigid royal contrel over all the ‘economic activitiea

- of the colonies from New Spain in the north to the . reglons

of the Rio de la Plata in the squtn. mreotly under the con=.
¢rol of the Spanish monarch was the Board of Trade, This
body designated the port cities both in.Spéin and in the Néw.”
World through miioh colonial tra-aé might .pa'fs's; m ‘laid down
certain cenditions and specifications which had to be obe
served~1n all tradiug activities, L j' N

~ The second characterietic of Spanish oolonial accnomio
pbiioy was that of monopoly over the colonial trade.. Uhder
]the Eapeburge it was almoat impossible for fereign nations to
dip into the wealth flowing from the new worl&; and there was'

1The bulk.of this material 1s drawn from J.. Fred Rippy,-
Historical Evolution of Hispanic America, Chs. III-IVe

4
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«A;mqég.no pmmsgliﬁg;qz.othar“viplatiqna.Qt:ths regulations -
: iaid doﬁn by the'Baard of Trade,, Under'Ebﬁrbon rule in.the
leth ceneury smuggling incressed somewhat, but it never bhecame
“a major threat to the Spanieh mercantilist systems
A third char&eteristio was.that_qf th&wextrams ephasis

upoen ﬁhe}egtééetion‘af ray materials,-eapecia;ly pfeciouau
metals, frgmfthe colonies. for the enrichment ¢f:bhé.moﬁhar
cé.untry.. "I'h.lere appears to have been a minimum of ¢9n06m=:
for the longsrange development of tho colonies themselves
and a maximum empbasis upon garnering gold and,éilﬁe#-for'
Spain!S'treasury;fJugeﬂas“zhé dib&aﬁesfofya'merqéntiligt.
polioy required. There was'ne trading by thé.indépeédént
_merchant, as there was in the English colonies to the north,.
to break down aomewhat th;s-msrcanbil&sm, 5goasequently‘tha
Spanish South American colenies were more plundered and OXe -
ploited economically then they were developeds - -

A fourth characteristic .wes the development of thé'iande'
holding system; by which Spanishsborn gentlemen; ihe=geninsui~
'ggggl aﬁ&-ﬁheir Americansborn descendents, ihe-cbéqlee,'weré
given large tracts of land, or haciendas, for their own,

And to work these holdings there.dévelopedia:syatem*of‘pséuéo+'

slavery known first as the pepartimiento system and .later s

+

the encowmiengas system»

These. then, were the impertant eharacteriaties of Spane
1sh colonisl economic polggy 1n-$outhtgmer1¢aj That eheyzstill

can be found exercising & certaln influence over the evelution




of'the South American.economy today will be geen in-our aubél
aequent diseusaion of that economy. .By'and large thaée seme
charaeteristios may be aeserted of the Portugeae policy toward
1ts great Americen colony. Brazilq

- The, economic story of .the South Americen nations during
the 19th century efter the achievement of ﬁheir independence
13 largely one of the production of agrlcultural commcdities.
By the nature of their trade?poa&bion,with=the_Europeanwpoweva :
and=w1th the.United States, the SOu%heﬁn;rgpublmcs were kopt
producing rag'materiale and exehaﬁging the@.Far'the préceséeﬂ-
1ana manuractured éPt1c1es.of‘ihe fqreign n§tionsa—éthosa3artioiee
ranging from actual manufactured goods to processed foods -
stuffs., lThe,ﬁiddie of the ecentury saw the héginnlng;gfithbw'
deﬁelopment»af-railroéds Qnd other modern modes of;franspOrté
ation in South Amériea together with the stert of certain eme
bryonic 2nduﬁtr1ai“GQVGlépments.l- But for 6px-puf§oees the
signifieant.faottﬁc besncted,aboué the Spuﬁh.Amériéan nations
during the 18th century and the first decade of the 20th cente
ury 1s that they were engaged primarily innehe'prbduqtion of
cértain réw.matsrials required by the réat_of'thezwogld;f The
_1nflﬁene950f-E§r§§ean and Northern ﬂmericanzéra&e:policxes in.
keéping the South American n&tienﬁ pﬂoduniﬁg'these:naW'matﬁ- |

erials and-littke'elee‘w&ll be-discueaed'anbsequantlyg To

1Wallace Thomgaon, Greater America (Now York: B,P: Dute
ton and Genipany, 1932), PP - 3 An %those pages will also be
found a rather thorough diacussion of ‘how South America was |
kept producing raw materigls instead of being allowed to ade
vanoce eeenomically by the nations with whom ghe traded.
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note the fact is sufficlent for the presents
IWhen'thegworI&,war=qame in 1914, South Amerieg-exﬁariénced

the greatest trade boom in its his&ory.; The belligeraﬁt;na&f--
tiona;hegan-ﬁq purchase Chilean nitrates in great quantities,-
both for ekplaaives and. for fertilizers. Argentine beef and
wheat; and Braailian wheat were very much 1n denand for the -
feeding of British and French soldiersgs And perhgps fon~the{f-
first tims, the European nations began to-éénaider’%@utﬁ Ams
erican fradeﬂas oge-of.theirjmost im@artaht problems, °

_ ﬁrger the @ar; both Burope ahd;the-united»snates”were .
et ﬁ;thbéVeriexﬁanded productive facilitxes5wh1¢h*aemanded :
édme'saét 6f'0utiét» ”Therefere. for a périod—of several’
years after 1918, South America becaned the~depoaitang;place .
for what has been - described as a glorious dumping party"
and soon found herself with huge stocks of - ‘goods whieh she.
conld neither pay for nor f£ind customers for.1 This un=
'h@althy situation-waa.aggravatad by %hé.paseawar’taviff pol=-
iciee of both theiﬁniﬁed States and~mést:offthe;Ea#Qpean_
nations whichy as we shall see, eventually began to bring
about. certein changes in the South American ecénomy@ '

Hence, wo. may obgerve that South Ameriéa, for three

cénturias_, had been éept -producivng ray materials and exchange
1ng-thamvwith»foraigahnat&uns for nost of tﬁe goeds she needed

to maintein oven her own low standard of 1livings This 18 pers

)

’

Lividay ppe STedds
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haps the mogt. significant sihgié-faet_for:dur»purpoﬁesfwhieh.
g@n-be.d@?iveﬂ:frém_such~a brief‘akeﬁeh.bfnSauth American ecw: -
cnomic development, ~But it prqvi&gs:ugrwiﬁh the necessary -

background for & survey of the modern séuth Anepican economys.

~ The South American Economy Today

\ Frem.thégpraéedingfdiacussion;;wemwéuid qﬁite{natéraily?_
-expace;ehét-Soﬁtn5Amariea-ﬁaday-would be eﬁgagea 1n;m§inlyr4:
aggiculturaliproduct1VGfpurauits# Andvthaﬁ-is pregiaely'the _
cage, '@h@-emphgsgs-is-no longer so much on the puraiy-axtfactn
_1v6'1ﬁduatr158‘of*mihing ahdliumber'as it was froﬁ“thé'iﬁth‘ |
£0 the 19th c@nturies, bnt her nain produets are such itoms
as: coffee, beef, hides, wheat, cotton, and ether products -of
the fields.} This %s nowhere mere clearly shown tbaa in @
__éufvey of South Americats yrineiyle~expé;ﬁs; usually & good -
barometer of tke hature of %he-main’ppbductige &bfivit&ee of
any given grea¢' ;n-nhe na;tharanouﬁﬁfﬂmetie&h ééuﬂffies the
&inpértsnt exports are coffee and cacads Cotton is an importe
ant export commodity for Brazili petroleoum fer Yoneozuela - (ac-  d“
counting for more than 80 per ecent of hey total exports);
plahinumg gold and petroleum for célembia; and petrolaum ang
gold for Ecuaﬂor,e

la.a. Whitbeek and P,E, Williams, Ee
_sauth.Amarina_{Srd*ed.g Now York?t Holirate
50:2-;', ."trps B¢ B
The. bulk of thia material 13 drawn rrom Laein &m@rica 88
| SQuroa.ar Strategie nd gther Essential Matorials, Heport. no.
T&E, second sepics, pubiished by Lk tod States Tariff Come
mission, 194i, ' : :

I




s0

| Thé economies of ‘the Qeéticoaét"cdunfries,of South Ame
. erloa are 1nf1uen$ed greatly by the production of mineralsj
The chief ékport Tor Bolivia is unrefined ﬁinﬁ for Peru,
~pé€roleum and copper; and for Chile; copper and nitrates.
‘gbout 90 per céﬁt'bf Bolivian exports consist of minerals;
the rdatio is 75 per cent for Chile and 65 per cent for Peru.
Chlle also exports wool; meats; and regetables; and Peru’
*ShipS& 10ng-stapleleotton. sugar, wool and.other fine animal
'hair. ‘ l | |
: “'Phe countriea in the temperate zone on the eastern coast
OfiSouth Amérié% are dependent largely upon the production
of pastoral and‘&gﬁicultufal commodities} ﬁhéir pfincipa1 -‘
~exports are meoats; wool, ‘hides and skins, wheat, corn. and
flaxseed. ‘Argentina and Paraguay are .the world'a only 8up~;*
pliera of quebracho extract; an important tanning material;
and thoy BIT® becoming increasingly 1mportantnproducers Qf |
dotton; South America, then, is cleerly a basically agri-;-
cultural economys e ; o _ o
The second element of South America's economy which we .
must note 1s the fact that most of her nations have one-crOp

;economies; that 18, most or them have their economies based

'largely upon tne produetlon of a single important crop, and :

© ‘their prosperity is dependent upon ‘the price that crop come.

'mands in world-markets@ VeneZuela depends upon her exports of
0115 Brazil eats well only when the rest of the world drinks
coffee} Argéntihaland'Uruguey_dépend largoly on wheat and cattle;
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| Bolivia must. sell tin and wolfram; and Chileé, even today,
..baees her economy on nitrates and cOpper.l - _
‘ -The most. important 1mplieation from the fact of the on@w
‘érpp economies is that 3outh America 1is: very dependent upon .
fegg}gn'trade§ %ﬁe reason for this situntion may Se 11luste.
.rated»by bhié hypothotical example! Vengzugla éenters most of
hér-productive éfferbs in producing oil. - When the internations
8l price of 01l goes down, Venszuela neither produces many
.or'bbe thiggs.which sheé normally gets from the nations to
_ whom she sells her.oi; nor does 8he have hér-uauai-amoqnt of
. forelen é#ehange=f?ém.therhigher-price ef'éil.wiuh which to
bdysthose=oémmadztiea¢ Bence, she gets less of those ecoms |
*mqaitiée an& her standard of liwingﬁinevitébiy declines.
The same, situation ia'truey-in varying aegreas@ ef all the
cther South American nations which are largely dependent.
on the axporting ef a single basic commodity for obtaining
- her foreign exchange and:the4necaqaary geodauwnich;thgt.fonq

eign exchange buys: It 1s far from being & healthy economic

: situations And it is this characteristic of South America's

feconomw more than any other perhaps whiech helpa us understand
how anything whmch»might-hnrt.the gouthern republics? ability
%o garner foreign exchange, ineluding the econcmic nationalism

- of the natione with whom she tradesﬁ becemea of primary een-_

1Carleten Eealsi Ameriea South (Philadelphia: JsBo Lipw

pincott Ccmpany, 1937), P 30
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cern ﬁo.her;leaders;ahd her peoples . | _

. A third characteristic to be observed is South America's
lack of adequate trénaportahien_facilibiéﬁq In only four |
gections of South America are there rallways sufficlently
numerous to serve’the'naedg of the regionsfeven falrly welly
 Thesé regions arei-(l) tbezﬁrgen£iaa Pampas, (2) the coffess
-grbﬁing soctions éf Brazil, (8) Urugnaygand (Ai-tha eentral
'valley of Chile tﬁrcughnwﬁigh pesses most of the nitrate end-
coﬁpev ores ‘ﬁighways are even fewer, aﬁd.the three great
riﬁer tranﬁporbation systeme;-ﬁhe'ﬁmazon, 6he Rio de la
. PIéta, and the=Magdalena and Orinoco.system of ﬁérthera: N
Sogth America carry very 116t15-tpaﬁfic.}'dmhia laék or‘ﬂéce
essary cheap transportation 1ne§itab1y_¢rippleagany efforts
South America may :make toward béttering,herseif'economically;'
It 1s néﬁ.so:much;theifact that most of hefjrai@reada/are
aﬁnea-by'foreign capital as it 18 the sheer lack of adequate
transportatian.of~any kind which has cqﬁtributed mueh te ;'
South America's relative lack of economic advancemént.

L Fourth of the distmguasn§ng characteristics of South
American economie 1ife i8 & holdover from the colénial.era:
‘her relative domination by large lend<holdingss Cerleton
'-Saals-nateé that even in Argentina, as economivally advenced
',a netion as 'Soutﬁ'Americe ean-bea§€, s¢me-§¢600 eqnhra.ﬁilép

~of land ars being-hald;id}g'in\ﬁloqks-o: from 164 to 309.

1x.H, Ehitﬁeek and F;Ea ﬁilliams@ Qg} Q&&gf PpPs 42Bw424,
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QQﬁarérmilaa;aandflageﬁozaquare_milea in blocks larger than
351000-é¢r9$x_;And;38:a native Argentinisn, Luls B, Heysan;
has ebaerveds : . S

: "The large 1andhcldep~a-a aurvival from medileval

times through 120 years of the republic is with us more

-than a reality; he 18 a perdmnial menaceé for the econ=.:

omic futurse of the country, $he whole land regime, :

practically; is dependent upon his hegemonye We have -
public lands; but thelr sacrifice sale dees nothing

more than cogtrlbute o the strenghhening of the large .

landholder.

In Brazil, abaut 10 per cont of the people possess ?7
per cent of the land. In Chile fourufifths of tbe apable
land is ownad by 5,000 people. And approximately the same |
lanéhelding proportions are round in Peru; Bolivia, Ecuador,
Colombia, anﬂ Venezuela.z The &mplicacions of such & eib«
uaticn for any sort of unified nacional programa for econem~
ic advancament are as obvious ag chey are serxous to the
south- American nations, | |

o The fs.fth basie eharacteriatic of the South American
economy. and & mast important one from our polnt of view, is
the dominanoa of the eoubheaatern area. Roughly 70 per cent
of all South Ameriea's experts come frcm the sautheastern ;
'part of the eentinenﬁ ‘between 20 an& 54 degreea of 1abitude

eouzh.5 Thls areaincludes Argentina, Uruguay, the southern .

_"-1oatea in Carleton Beals, Ope cu,, pe 24684
-m, PPe, 2474258,

3CJarenca P Jones, Ccmmerce -of Seuth Ameriea (ﬁeW'York:
O1nn anﬁ COmpany, 1928), Pe - .




part of Bragzil and %wat of Paraguays . And this area px;aduce.a,
-ssfper cent of. thé worldts coffee expores,fal pér cent .of
thé‘werld’s wheat and wheat flour exporté, 72 per cent of its
export flaxseed, 66 per cent of its export corm; 54 per cent
of its export baef es-par cent of 1ts export mutton, 23
per gent of its expert wool, and 30 por eent of 1ts exported
hides and skins,l It is, therefore, by. far the moat glg=
niricant area of South Amierica from an economic point of view.
?here appear Yo be thres maln roasons why this ares haa':
come to dominato Sowth Amsrican sconomic 1ife, First, a
| large percentags. of South: America's fertile land is found
hera. Second, thia area has 70 per cent ef the total pop-
_ nlation of South Amarica, ana 80 per cent ot ‘the people in
wham EuPO?Gan‘rasial elements predominate,;-Whitbeck anddWile‘
l1iams maintain that ﬁbis.ia-signxﬁiéanu begauge fhe Eurgsegn_f
racial group has prdvéé itself, 1n.$outhJAmerica.'to be far
superlor to the—nétiée indian or-@gagxgg;gjenpg.a Pinally,
the.souéhéaatern.grea has by far*th@ best tvaaapgr%at&cn'
facilitles ofla&lféouth Americas It h&s-a.reé really good .
ports, such as Buenos Aires; southern Brazil, Upuguay and
Argentiha togother have 78 per sent of the'canbanent'g toﬁal
reiluay mileages snd no pert of the Argentine pampas lles. .

~more than 400-‘:3_1"41235. from cheap water transportatiocn,

1xbw Pe e; | | |
28,8, Waitbéck and p.z. il1sans, QE. i_—__i_.. PPy 4134424,




. Furthermore, thoee areag of South America which are. maine
_fly tropical, and this includes much of the Amazon region of
Brazil,: portions of Venezuela, Bolivia, Paraguay and colombia,
gapnot moggapghqp,gg Qhe,acutheaetern1&rea¢egqnqmi¢&11y for
theae reas0na§{gi)ganéga.nqa#effthe United States aupplyntﬁe;
trapiea&;oemquitieafnﬂeaeﬁ;ia this country; (2}:uéheéiﬁh$ulwn
eendiﬁlons_giavei;ain-muqh'qf tfap&qa1¢$cﬁfh Americas. (3) ins .
adoquate trensportation fecilities preveil in meh of this -,
reglon; anﬁ.(éiitgere‘ia'a laek of & largé demand for trops .
fcal articles in the ‘t'émpemt.e z-enes.-ﬁi - _ -

The southeastern portion of South Amerieas, plus Ohile,
ﬁainly beeéusa Qf;her;aitra&e-andgcbppar~éépasits¢fis the .. |
oconomically dominant part, We may therafdre axﬁec%.thatA
this samo ares will be politically dominent as welle 04 we
| may algo expect ‘thet ﬂnch of our attention and discussion.
willy of neeessity, bo eenterea in this areas It is hoere that
‘the go=called QABG“apaaars.of.ArgentinageBrnzilmand-@hiiew,u.
are founds. And 4% 18 hore ‘that Aﬁeri&ahVéeenémiejnatidnéliem'9
impact ‘has been felt the mosty Therefbie, vo éhail discuss -
this area much more than any other, not enly fop eonvenience,
but alse because the facﬁs of the aihuation-make it inevitables

The ganeral south American sconomic pleture 1s by no
‘ means &as gloomy'as nany of: tha above observations might 1n~

dicate. ?Gtentially thare appeara to bo much premiee for

5 0px Cltsy po 384
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economic development. in the southern continent, .And some: of .

the reagons. for that promiae may be round 1n the situation

T

South mér-zm Elazfsﬁ;;él ’aés_m@a__ |

cepep !

+Fhe, first categary of natural resources to be . cenaiderad
48 that of, the funﬁamental wower regourcess It has long,been =
axiomatic among economists that no.nation ean become atrong .
without sufficient ecal and 1ran)deposita ﬁo_provide the: necw:
08362y power basis for an 1ndustria1 eeonomy. To iron and .
coal has been added, ia reeenh years, petroleum depostts aad
Watorpower SeuUrced.. In thoae basie ppgg;.reaenrcea, the .
'Sauth American position is.thist |

. South America produces around 3 000‘990 tons of cosl par
year. Compared to the Bnited sta*es coal pro&uction of 503,5
297,000 tons in 1040, - this is a very inslgnificant amount ;1

We find mueh the Same picture in iron end. ftosl: produetian¢
In 1840 Argentina found it nacessary to ﬁmport 9£gwiren 81
.mlppzlv her needss Brazil; tn 1939, produced 16.,0_,;016- t.om.-swf
plgiron; and Chile dverages around. éégsoa“mebrié-tanaléf pige
iron per year;g Iu 1940 the Bnited States produce& 41,89@,000
toné of pig~1ran and ss,esa,eao tons: of ateela Again, by thia

' _g 1840 (v Yorks

%EE&Q@#,?@~3§$&
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atandard -of the worldts largest producer éﬁ.pigairan an&_ste§1g

-SouﬁﬁﬁAménica?E pr0auction'aeama almost:negllgibvley for Eapth =
AmEriéaﬁcdnt&ihswiitﬁla iren ore-of any practicable potents: .
ialities, _ ,

With.petroleum the pioture brightons cﬂnsiderably* Frum'
1838 to 1040 the world production poture was. this:1 |

: Tnble 2

_ ﬁeﬁLD PETHOLESM ?RﬁﬁHcTIBW _ .
fioom -{In millions of tonsy - : R
World - '

- Position ~Hab1an 1038 + 1039 . 1040
lq 0.8 - R 751 Y73 .8 . 188.1
8¢ c - WeBsSaRs 29 - 30,9 32,0
B». Venozuela  87.7 29.2 87,0
B "Golonbia .0 843 - 348
- 10 Pery _ 843 1;9 9

A-

Heﬁce; in petroleun production, Soﬁth'ﬁms#i&a containg theé .
thirderenking and ninth and tenthéeranking matfons in the -
woria!s'petroieumipéadueers; Venéznﬁia@éféhﬁef"prbﬁuctivé*
effort ‘18 centered on petroleum, a8, to & lesser extent; 8-
the case with calombia and Peru, Therefore*.Seath Amariean o
appears 6 have sufficient. petroleum.» : :
~In . waterpewer, eapecially in poﬁential waterpewer, SOuth".

.5mevica'a picture 'is évon brighters’ Argentina hag. 35 000 v

hgrge poﬂeru&eve;epgdmcut of a potsntial_gf wraund 55000,0003

stein (London: ma millisn and ampany,

n'a Year Ba@kn eaiteﬁ by m, Epa
*;‘c;_leél), Pe gviil.

lTakan.from 10, Statesm

ahiguree non available._;
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Brag}l has. 891,465 horsepower developad out. of at ieast .an av».
-aﬂLgb .0 :50,000,000% Bolivia, 13,500 out of. 2,509,@@03 Paraguay

.sao-ouc of fiearly 1050000003 colombia,nQQ,QOanutucf 4;000,000%

ana Venozuela, 153000 cut of s.ooa,}ooe. In. a-n, South America
has & potential horsepower ef abont 54,000,000 in waterpower;
of -which: only around 1,@@@,600 15 at presentd being utilized.
The World Powar Conference of 1929 estimated that ‘this watarn
power potential way greater than that af-all.Europe-combined;.
:and-at‘leaat.the-aame'a9=§haz of North America;l The teche -
nical aifficulties involved may wmake. the. .qomﬁrgién of .'somé_ .
ef“thiaipétential‘ﬁétérﬁewer in%é-u%iiiéééIWQteépeéerftod‘ |
coacly, but 3t seems quite 1ikely that muoh mora of that
potential ean be used than 18 being uaed at. preaenﬁ. '

" South America;-then, has negligible potentialities in
coal .and 1ran preﬁuction._ She'hae conaideéable.ameunté-of<VQ
petroleun available w&thin her own territorys 4&nd She poésesses
¢ gonsiderable. undevalop@d potenﬁia& in ﬁatarpower; Thia, in
brlef, is. her preaenﬁ sbatus in.the firét aategory ‘of natural
resources, the basic power zator&als‘ )

on January 30; 1940, the Unitod States srmy ang Navy
Munitiens ."Bbfaf;x'*d.ll{iéted._aﬁ numéme of .raw materials wim;,-w
claa@if&eé ﬁsuéiﬁbeégﬁbﬁzﬁtéaic“ matér&als-ora“qritigaiﬁﬁmat~ -
é@iéié@”i?hb-fﬁ:ﬁsrware those:wh&ehuaré in&iﬁpénééble to the |

cerrying on ‘-ef a-'maaém war ;. &nd ‘of which.the _‘tin'it;.é& ,Stétes} .

1George Wyﬁhe, ‘#THe. Now Induetrialiam 1n Latin America®y
The Jeurnal of,Political Bconomy, XLV (april, 1987), Pe 217.
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does not at prqséﬁt poasess a sufficient Bupply to make h@r~ -
self absmlutely self«euffioient. Taking this 3tandard as L
our guide, we find the f@llowing situasien iu Seuth America

as- to the ghare of the southern republlcs in the world prod=

uotion of these materialaal

Table &
. STRATEGIC MATERIALS |
dateris = Shave of the South Ams
S erican nations in world
production in 1938;.

Atimeny | |, . 88.8%

Chyomium. | . 347
Copper . 8845
Manganese. oro, : T -
-tﬁereury . : 6pi
- Miea . .o S QQ - . o oy
Qnarts crystal 96.0 (Fréﬁgﬂrazil)
Tungsten S &2 9
... @lnchona bark 2
'Hénequen and sisal riber -34.6“
Crude rubber . 82,0
.. . . GRYTIGAL gawsaxﬁzse
Eauzita L : ho-
Graphite - 8.3 (1937)
Iodine = S 9748 (PFrom Chile) .
Flatinum - o 5 O (1936)
Vanadium. | 38,1 -
cattle hides and ealfskias 7549
- Rapol. : 340
, ‘Quebracho extvaet g7 (Frﬁm.nrganﬁi?a
- P L N and . Paraguay.
Wboi ' ' 16¢4
1Taken from *f%inxﬁmerica Bg a gaurce ef $trateg§gfamdv

Other Eseential‘ﬁaferjaist DPe 14

aﬁatarials whigh are- ultimately neeossary to the carrying
on of a modern peace<time economy; and in which the- Uniteé seates
48 not self-aufficient, XBiddg Pe Se
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: i ‘From these: figuree it 16 clear that South Americs. is
né@thﬂrwthexr£¢h6$€;QOF“thawpaorestgarea.ef'thé world from :

eke=atﬁndﬁéintwaﬁfnaﬁaral'raaoureeSaf “héfiaeka'é‘suffidiénﬁ-

suppiy of many important. materials; and yet she ig° the worldts

main aource for certain athar baai@ m&terials. S "y
- One obaervation, however, muat be-mnde befora:ﬁe.céh-have

a clear picture. of South America‘'s resourcess And- that obs

- servation is that a aimple pieture of South America'a annual -

production of these strateglc and.esaential.matarials &ees~.-

not necessarily give & falr pertrayal of her . resoupggg in

in those matepialsgl.carlaten Beala.maxgs-thﬂ-peant‘thatASouth
Amariea-héﬁltremendbﬁé_potentialities-éhiéﬁhas;yetfhave hardly
beenﬁtdppé&@ﬂ ﬁé.gséértsﬁth&t-ﬁraéil, f9rwexample@.hag noarly
one«fourth of the world's supply of 1?5@5,11;Q90,6064t9n8-ofp
manganese-ore;-ané 1s rich. in such.minéfals as'ﬁiekel;tahromf
fusm,. tin, ril 08 4 tungsten, titentum end. bauxite. -€hile; he
claims, hag iron deposits of about & billien tons, .of wbich .
only -gbout: a million per Jesr areé minea,l And while Mr. -
Beals hardly errsvan tha o9 nservative side, 1t nevertheless
seems rair to obasrve that South: America's producetion plcture-
is far below that of her actual resources.r There are, it is
trus; the difficulties of extracting these mineral richea;

~for many of‘them lia either in jungle or ‘mounteinous ereas:

-‘g’?é‘ermetanj-_._ Be‘if.q'—l-.aa,'-gg_. 6ite, Do 419-»433.
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K

whéré_the-cost ofwmining=and;ttaﬁSQOQting§Qhe@ maktes: theip ..
_developmant as yet too expensiva.Az ; e i |

. The fairest summary of this, sectzon seema to be that K
from the sbandpoiat of basic raw materiala, Seueh America in
- production stands_gboutAinabheAmiddle of tha-world's~aneag;

but in potentialities she atands considerably higher.

" Industrial Poseibilitics in South Amérfes

;In our discnsaiongﬁr_south Amaricafé ecqna@ic dévelopo

ment;fwe.noted that a .signal fact of th§t~qequopﬁent_haa
been her failure %o.idddstrialize. Iﬂrourffevlew 6r the genw
eral nature of the South American ecOnamy, we. observed that
thab economy, today was still mainly agricultural, with many
IZSouth ﬁmericangnationa gﬁaned toe the pno@not;qn_gf-but one-
of two basle commodities.: ) I .

~ There appear,to be two main schooia-orithughtvwhich OX~
plain thia siﬁuatign;-,One Séhocl»¢laims;that.fipst;thé colonm
181 policies of Sﬁain;ané later the trade policies of Purope
and the United States gz@‘reepqq&ible;fbgﬁthis 3ituat1on,,thaﬁ
South,Amer&c@'haé;baen foreed to cnntiﬁhe_producing!raw mate .
orldls for the reot of the world with ﬁg-peél oppqrtug;ty to
d@vers&fy.hep eqqﬁqﬁic activities or to'é&valaguany“rga; $n¢_
dustr&éliséticng, The othsr school. hol&é'that the very'natuée
of South Americafs natural resaurcea and pepulation.make it | |
-1mpoasible evar for her te abtain a degrea of 1nduatrialization

eemparabie to that achiaved by Eurape and the ﬂnitad Statess




e At ey

An eutstanﬁinm expenent af this laﬁter achad} has been: B?e
‘Wrank Tannenbaum. 6f: columbia Univeralty¢ . :

. Without eny attempt to arrive at a final’mpzwar to this :
problem, 1t nevartheless seems ‘desirable a@ fhf%:pvint to
make a few observationa ag, ‘to. what scems to be v@iid in both

_schools-o&-thou&hti JIn the first place, it aeens hnly fair .

1. Americals

e as

yot. only po%entialiﬁies, And whilo 1t is eaay to a?%eﬁf that

to observe, s, we‘have already done above, that uou}

potantialitias in raw meterials énd power reaources

she has tremendous waberpower reaources and 1argﬁ u?t

mineral reservss, tba bald faeﬁ remaina that she haF a%\yay

‘not. developed those. resources and.reserves. . Brooksmﬁmeny

to do 8@51 k L 1( : ; ;’_IJ . r L

thé-e-ffect that South America has already begun 8. si;-‘gn

trend toward diversifiaati&n 6F . har aconOmy and the-&e élops. i
_ mont of industrializatlona He points out thau arounaU&seg
breadstuf?s, food, 1umbar. and petroleum constitutéd th@ great
bulk of the TUnited Btates' exports to South Amﬁr1¢84 bmt that
'by 1638 cnly 10 per cent of the total value of thase e&ports __'

to tha southern nations wera foodstuffs: 41 per cent, %e.ppinta

1Brocks Emany, The_Strate of Raw Materials (NeJ‘Yerk:
The Macmillan CGmyany, y» 1883), Ch. 11T,

7
i
i
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out; were made up of machinery, and another 13 per cent or
other metal manuracturea, many of them in the nature of cap»
‘1tal goods.l Hence, he concludes, South. America 1s moving
_further,and rurthgr-away from one-erop econcmies end toward
an ers of industrialization, - |
IHé goes on to point out that Argentina; in 1933, had
value added.by manﬁfacturinngf 2,062‘m111ion ?esbg'out of
a total value of Argentine_productien 1n%that yesr of 4,383

million pesoa;-or-4? per cént of her_nat;onal productivé of«

f“’c;srt.‘2 And e cites ﬁhis evidence of thegsort_of ihing Late
in Amarican natlons are coming to prodnces

R Az the Laein American countries are still in the
'early stages of industrialization, the principal manue

. factures are of e type involving relatively simple
processes. Typical examples are:. the preparation of
foodstuffges«meats; dairy produots,‘sugar, flour, paste.
foods«==annd beverages} animal by«products; articles have
ing a wide. popular market, including cotton cloth, lmit.
goods, shoes, hatsg, furniture, paper, printing, pottery,
phatmaceuticala, seap end iron ware.“

For Wythe, then; there 19 no question of whether or not Southf

American gan;industr;alize. He malntains they: are industriale .

izing before our very eyes.

?roressorsnudley Maynard Phelps pfeéents us with one

final interesting. item of evidence that South America 1s begs

inning a movement toward 1ndustria1i23t1$n,. Thaﬁ'mqvement he

leeorge Wythe, "The New Industrialiqm in Latin America"
The Journsl of Political annomy. ALY (April, 1837), p. 287.

91bid., p. 212,
xbia,, PP 214+218.




finds repreaented'in tha-increaaing-eéﬁabliéhment of branch

| factories in South America by North American firms. These
branch factories, he. points cut, are engaged 1n 8ix basic
kinds of industrial activipy; {1) complete p:eduction'of,a-
3§ommod1ty in thé branChvpléntg (2) production of gome assembly
units, importationwof others, and sssembly in the branéh |
p;anﬁt (3) minor production, assembly, and service operations
in subsidiaries of pﬁbli# atility companies; (4) assembly of |
parts imporbe&ffroﬁ abgoaag (3) minor asaemblj and éervice o
operations in subsidiarios primérily devotédﬁto méréhandising
operations} and (6) packaging of eemmodities imported in bulk.1
' At the time Professor Phelps published nis book there )
were 66 such operations concentrated in four South Amerieén
nations, They’éepreaentedza total capieal investment of ‘
$234,567, 006 and eﬁployed.approximately 38f600 ﬁarsons; They
were divided amang the nations thus: Argentina, 31 branch Opw=
erations totaling @164,721,000 in investmentj Brazil, 19
branch-pzents-tctalingr$47,1653000; Urugusy, 5 plants totalé
ing $14,534,000; and Chils, ‘11 branch plants totaling $a,147ef
000, .Tﬁéﬁ“was infi935. .&inéeﬁﬁhﬁiﬁﬁiﬁé'the-nnmber'of ﬁhesé :
plants has 1nerea§ed considerably, with'gadh weilaknown'firma"
a8 Ford, General Motére;'Otis Elevator;, International Harve

estor, Singer 8ew1ng Hachine and cglgate-PaImoliveﬁPeet 2

_to SQutb Amer- '

inualey He ?helps, Eiggation of Industr
‘ s Do &&

'iea (Neow Yorks MeGraw-Hi 00 Gompang, X
2Ibid.; pp. 18+23.
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-+ Ghile thie:ﬁ&igration of 1nduétry~éauth““is by no ‘means
¢oq§1usiVe'ev1deaéé that:South America is inaustriqlizing..f
it ‘nevertheless seems to indicate that a number of ‘foreign
firms have deeided that it-ia.morélprofifable astually to
 menufacture and assemble their industriel goods in'South Ame-
erica than it is msréi; to export finished goods to South
* fAmerfean markets, And this indicatés that some have evidently
decided thet South American industriel prospects aré sufficiently
'inviting for: the investment of bheip capital,

Therafore, 1t seems feir to ‘eonclude that South America
does. have potentialities for industrislization, that she is . -
_developing-her-oﬁn 1ndu§tr£es in éerta;n erees, and that‘fqr#

eign capital 4s baiiding industry in cértain'ptber areas. -

* South fuerisan Forelgn Trade
In the'yearézimmediately preeéﬁlng tﬁé outbrbéﬁ of the :
present world wer in 1939, much publlcity waa given in America
to Germany's efforta to. attain-a dominating position in South
American trade, There was a time in which aékiémarkg, barteé.
trade, end indnstriai subgidies were alnost a8 videly dise
cussed as Joe Dillaggio's batting average. Numerous tables
were publishéd”by var1ous'periodxeéls showing that Gérmany'
was replaoing the United 8tates as South America's biggest
eustomsr and seller; and carleten Bealfs diacuasion of “Tha
coming struggle for Latin America® and 1ts successor. Pan Amu

_er1¢a, becéﬁe nénaficeion best-aellara.
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- ?haﬁsigAAficant fact that.seemed to escape the popular
attentl@n was.phat Germany's Incroasing; importance.ln South
Americen]tradpsﬁaa-being gained;atmthé expenae,'not of the
TUnited States, but of .Great Britain. ‘Evidence of this fact
and also of the general distribution of 3outh American foreign
trade is the following chart presented by the Pan American Uniontl

Table 4
' stwnxavrxon OF LATIN AMERICAH TRADE

L3

| " 1MPORTS: | _
Year From England 'Prom Germany From Japan From ‘the B.B A.

1010 ee.o% 18.6% 0.8 | :23.5%
1011 88,7 o 18,7 o Qs3I 088
.1913 ' _,2609 ' 16;? 0ul a ‘25 B
2013 R4s8 - 16,8 - 0,1 . . . 88,0 .
1932 18.5. 9.4 1.1 L 383
. 1983 18,1 - 3148 - 1.8 -, . 29,2

1034 173 . 99 246 30,1 :
088 1447 CA30 L BJT . L Bl.,7 .
1638 14.3 . 188 . 0 2.8 34,0
1937 = 13,2 . 1848 2.8 .. 34,0

1938 1.8 16,8 . 27 34.6

EXPORT8

"i:'_“ToQGermany ’ Tdfiahén'r 'éa'ihe"ﬁ;s.d;'-_

11 »1 S 001
. 19'9 "- N - h 0‘1 o : M 3;}; . '
‘ e ea 30.8 "
R V-39 SR 3 SUN-+-9- SRR
' - T8 . O« - S 38,1
-5 TUR - SR+ SR
_ 7.9 - 0.4 89.4 r -
8w 1.9 3208
8476 1.6. ° . 31.0° -
10,3 - S e - ae -

- {can Ferei Trage, Foreign PTrade aeries, N0,
he Pan ﬁger can Unian, 1940, .

1nat1n
178, pu
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. -These figure§ make it clear that, in tha*yearé:from..'
1934-1938, while the United States' share of .South:Americen
trade,rgma;ned;peigc1§ely the same, Germany's 1ncveased-and'
England‘s'decreaseda Hencey’ 1t seems reasonably sure that
whila there appears to have been Jjust suoh a trade war in .. ..
South Amerdca as Beals describes, that trade war saw England{'
agq_npt the-United'8§ateq,thé“loser tg{&enmany;A

. - There remaina; hpwever;.théiimpertaﬁtfquestion'of'what
has happened to the &istributionﬂof South American trade .
gince the outbreak-of the map., We xnow that before the war
about $5 per cent of all $outh Amerioan exports went to |
Europe, 20 pqr cent to England, end 35 pep .cent to all of
continenfél émbepé., At preaent Latin American trade with
continental Europe has praotically ceaaeﬁ, and so for the
duration of. the,present war about oneothird of South America's
expors market will be cut foa While this affeots most of
her export commodities, those which have been hit the hardest
are cereals, eoffen;, cacao, bananas, sugar and petroleum;1

Much of the reéulting slack in South American trade has
been taken up, as we mightaexpect, by the United States. _
Complete rigures on this. question are at present not availe
able, dbut tha Department oﬁ Commeres giues us a picture of
the recent 1nerease 1n the menetary quantity of Unitad States-

South.American trade whiqh would indicatefthat'the-United__;

1 - . F

1Latin Amerioa aa a Source of Strategic and Gthar Essential
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. States has taken uﬁ-mnch-df the -slack in Sduth America}g lost

export marketssl

Tadble & |
QV&NTITf éF'v@quyesaewE AMERICA ?ﬁabg
o “ﬁ18€'ﬁx?°ﬁf$-?0.sﬁﬂwa AMERICA .,
N ;ﬁnéaff' _ ;i989 ' 1940 - 'J 2941“

hﬁéubh Americe . I S o
as e whole 829,385,808 (887,537,964 - $330,692,917

Argentina 71,113,608 91,068,066 . 65,890,558
| aragil | eo;géb?sos | 82,558,888 - fff--7§4;429¢387
Chile 26,768,886 82,698,760 $6,782,906
U.8.. IHPORTS FRGH SOUTH Awanxca B

South Amerdca . . | B e
as .a whole $517,264,963, %280 286,916. ; @469;6433320

Argeﬁt;nd*n5i. 615920,2zv§-;- 59,776,716 f’ﬁj 124,178,373
Brazil . 107,243,279 73,219,417 .1f1i55604~649 N
Chile. -+ 28,235, elzf}m:,.47 419, 657-,' - 77,195,897
" That the United States has done mmch to take up’ the

slack left. by the loss of %outh Amariea'e European markets and
soureee-gf supply eannpt-ba doubped in~gigw of bhesewfigurgs,
Note, ror-examplagbeerrom-lééof£§ theléirst'nihé m6n€hs of"l
_ IQ@lg'héw-United statea'importa frém-ﬁouth &mériéa as a whole
Jumped frem %280,286,916 to @469,643,320, how 1m@erts from -

C : tmen! o ¢ 'n v~
' " Foroig -éiuer 31. 1938-9ctober
31. 1941° : .

¥pigures ‘are for the nine months from January to Sept- |
ember,. 1941, the lateet figures availeble on this question.
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: Afgeﬁtina meré more. than doubled, how importSJfrém Brazil .

were . nearly doubled, and how 1mports from Chile jumped from

$47,419,657 to $77 195,89?. 1r trade, as Secretary Hull

believes, makes for 1nternationa1 friendship, then here indaea
18 an excellent opportunity for the ﬁnited States to 1ay a

8011d economic basis for its Good Neighbor policy. -

) We know, then, that sinee 1911 tho United . States has

been. South America's graatest aingle custamer and soureo ,of -

supply; w8 know that Germany‘a trads advance .in the pre~1939
years was at the expense of Great Britain's trade with South
.America and not-atatherexpense.of United States trades and

'We“know-tﬁat'sinca the war.began in 1935 South Ameﬁiéa has

" of necessity turned to the United Statea to . take up the slack.
left by the 1033 of one-third of 1ts total export market3¢

. -How the United States haa cooperated 1n such a situationrwe

" 'shall see in Chapter VI. S ' !

| The cenolusion 6 be drawn frém—tﬂe final secﬁién of this

’ ehapter, then, 13 ‘that the United Statee, because of her. trade

Pposition, has been an’ 1mpertant factor 1n. the economic 1ife

of South America, and ﬁhat she i1s an aven more 1mportant raev
tor today. Therefore, any trade policies which the United .

'fStates might pursus today or has pursued in the paat, whetherv-
they are eeonamic nationaliem or other policies, are bound to 

have an important effect upon the economie and financial life-'

of the eouthern rapublics.




~ CHAPTER. IV
 INTERWAL CONSEQUENCES

In attempﬁ&ng't@ discuss what political'conaéquences Ame
é?ican eeohomic-nat&onaliem has had in SOuth'Aﬁarica, the
author deems it ad%lsabié to distibguiéh between'inpernal
., consequences, or consequences whose effects have been feit
largely within the bérders ef?thefvarious:South Amérioanl
natiens; and-externa1 §pnsequanoes, or the offect of American
econoric nationalis& wpon South America's recent political
and-diplomatic-re;ations with the Gnited States. The farﬁeé
categoef wili be diascussed in this chapter, and the_lattef
in the next two chapters. ' -

Thg Imgaee

As we have already seen, the Hawloy-Smoot Tariff Act of
1930 wasuthe-culminatien of Amorica's developing ?ost—wan
protectionist policies: It not only reducédlthe number of
eemmoditiés from South America which could enter the United
States dutyafreej'gﬁt it raised the exzisting rates on all. but
a very rew'duciébla goodss The effect of the act_eh the most
impertaﬂb producbs'whichuSouth,America hormally exports to

the United States is shown by the following chart dravn from
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Department of Commerce reperts cited by the Foroign Poliey

53809i3t10n11 '

~ Table 6
1980 TARIFF ACT'S EFFECTS ON
' BOUTH ANERICAN EXPORTS TO THE U.S.
Country " Product  Unit  0ld Rate Bew Rate

chile Potassium - S
| nitrate 1b, =1 sdy

Argentina -?pultry 1be 1 - 10¢
Argentina Corn bus 15¢ 26¢
Brazil Bragil nuts Ib; 1¢: 64
Argentina Plazseed bus . 404 63¢
Chile oniéne T 1be -_ iﬂt'- ¢
A?gentiﬁa 'Hldésl piece Freo '_; 10%

It 48 to be.notgd that more than twoethirds of South Ame
erican exports to the Bnited étatea 8t1l) entered dutj—frée,
but ehe=réma151ng oneathird included a number of produets
which made wp the bulk of the exports of certain individual
South Amefican nations, notably Argentina, as the above table
testifias, and Urugnqy? with Chile-being hit to a somewhat |

lpéaer-extentgz- This, then, was phe:impaot of American tarltff/

lcompilied from Department of Commerce roports by Lewis W,
Jones, "The Tariff and American Poreign Trade", Foreizn Polie]
Reports, VII, no. 7 (Jume'12, 1929); pudblished by the Foreign
?ogicy Association, Information Service, New York, Theso reports
will hereinafter be referred to simply as the Foreign Policy
Reports, . - L _ R ' o

2Charles A, Thorison,. "foward a New Pan-Americanism";
Foreign Policy Reports, XII, no. 16 (Nove 1, 1936), p. 21l.

» /\
| | ~




.pbiiaiga upon the nations of Saubhzémévioa,_ﬂ-

Iﬁ 1833 thaiﬁnﬁﬁéa 8tates devalued her dollaer to 59 per
sont of its former velues This move was conceived of inm tho
_@nit@Q Btates as & pursly domestic poliey designed to ralse
the gensral price levelj but es in the case of so many othep
'“"pnrﬂly damsatic“ poii&ieagifhta &et.was'to-hava eértatn ime.

;portant internﬂtioaal consequenses, . Ap long es the South

: Am@ricgn naticns ratainﬂa tholy monetary units at a tixed
valua,.the &mgviqan dollars %hey obtalined in exchange for
their g@a&e-ware~baun& to:buy-la@ﬁ &mpartaé»sa@aag Congee=
quently; such a cnrreqc depvee&ation 1n the United States |
waa in affeuz-&nnaaazt&onal,aevywupan.thamruezparﬁa@a Andy
excopt whore th@i&veﬁﬁ‘eurveaciaa.&epvac&aba&, ae most of them
ul%&matoly'didg thits aéﬁien-ef ﬁhe.ﬂn&taahaﬁabes h#& the
offoct of imyas&ag an additional terirt of 4l per oent upon
their gaoﬁﬁol _ '

A third, aaa.p&rhgpa-ﬁcre direct method of American
ogonscate nationalism employed againét_seuﬁh-éﬁeriean-aaoaa
wes theb of the nae of cortsin aAQAhiatrative controls,

- quarantinea, aﬁniﬁa:y:maaaures,-anﬁ:embangeesa--@hg-mast ime
portant of these was the 1930 ruling of the Dopartment of Ags

riculture that henceforth no beef or fresh, chilled, or fro-

zon moat oould %3 importod from amy‘natian where eontagioua cattle

IMaxwaml Se 8€awarh, fPapdrs Barga&uing.unéev the New
ﬁeai“, Foreign Poliey Reports, x, nes 6 (Way 23, 1&54),

Pw
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6;§qasag,qre prgsént,i'This.protection Poerecy Bidwelld torms
"blologieal protection®, and he points out how European gove
ernments taught the United. States thig trick 40 years prevs
1ously when they maintained embargoea on ﬁnited States pork
products long after. the danger of trichinosis had been elima .
inated,l Argentins and Uruguay felt the impact of this ruling
si?ge both nations had large areas which were infocted with
hoof and~moueh &15@&&9;; The fact that this was not a purely
biologlecal end sanitery measure is shown by the barring of
meat products from all areas of Argentina and Uruguay, end .
not just from the jufected sreas.2 The significant cone
sequences of this particular item.of economic nationalism we
shall diacugé-aﬁ length below, _ | A; o
_In the early ‘1020's the United States Government decided

that it should exeéeiﬂe a degree of control over private Am-

erican loans to South Ameries., This, again, was conceived as.

a domestic meaaure of safetys; and again, as it wopked out, it

became. to a—degraa a method of sconomic nationelism; even

thongh_it wasgnot.6381gned as such. In 1922 tho State Departe

ment made clear its intention of having private American banike .

ers consult them on g1l prospective loansi the decision was

announced 1n-theae.worda§-

lPercy Bidwell, The Invisible Tariff. —g. Cit., Pe 17.|

ﬁxbzd.g Pe 18,

S
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SR "Responsible American bankers will be: competent*
to determine what information they should furnish and
- - when it should .be supplied (concerning prospective . -
loans to foreign governments and eorporations). s +The
Department of State cannot, :of courss, require Americaen
‘bankers to consult iti . The Department believes that
-4n view of the ‘possivle. national interests.involved; 1t
should have the opportunity of saying to the underwsriters
concerned, should:it appear advisable:to do so; that
there is or is act objectien to any particular 1esue."1
A'In linﬁ with this official policy, almost all loans maée
by American bankers bo foveign governmanta or oitizens, es-
pecially ‘those to "unstable" governmants. such as many of the
Soutb Amerlcan governments were considered to be, were paesed
upon by the State Bepartment before they were consummated.
Some of these loena, with tao&t government approval, were ace
'companied by euch atringent eonditione as to give certain
'private inﬂividuals in the United atates virbual control
over the dogestic affairs of certain South Aﬁerican nationa.
An example of such- 2 loan is afforded us bv tbe loan of
@33,000,@@0 made-to the Government. of Bolivia»on May 31,
1922, by the 8t1ffel and Wiealaus Investment company, Spene
ceP Traek and Company, and bhe Equitable Trust Campany, all
private United States banking finms. The security roguired
"and g;yen-fer ‘this loan consisted of these conditionsze

i, A comtrolling share of the stock of the Banco do 1a
Nacion Bolivieng, - .
| 2o  Aif revenues represenbiug aividenda on ‘these shares

1State Departmenﬁ Release of marcn, 1922, eited in For~ '
; : rtoy ~II, no. 8 (April 15, 1927), ‘Po 38

5 2cited in Scott Nearing and Joseph Freeman, Donar m -
lomaog (Eew York: The Viking Pressy. 1925), pps 30238




of stook. P - .
3¢, The; tax upon mining claims or aonoessionso
~44 + Rovenues from the alcohol monopoly,
5. 90 per cent of the revenue received by the: Republie
from the tobaceo monopoly.
6. The tax on corporations other than wining and bankingo
7. The tax upon the net income of the banks
8s. Tho mortgege tex. -
Qe The tex upon the net prefits of mining companies. N
10.. All import and export dutles,
11, Al) funds, revenues and taxes alloeated by epecial
laws to the construction of the Potosi«Sucre and Villazone
Atocha reilrosds ,

The adminiéfratibﬁ-ot the‘ioan was plaoed'ln the hands. .
of a special beard; the majority cr votes being held by rep+=
rosentatives of the American bankers, . This board was, in
effaéﬁ, the real govermnent of Bolivia for the fiVnyeag-Qerm
of the losn, | IR |

;Gf'céurée the mere fact that -the State Department wag N

consulted about this loan before it was- made 1Sino'§rbof_ﬁhat:'
the United s{iates dovernment vas cfficiai'1§ behind such &

loan. policy. ﬂeverthelees, in the minds or ‘most South Amer-‘
1cans, especially Bolivigns, the activities of the Americau
bankers in Bolivla ware assooiated inevitably with the Amero
ican governmenty and resantment against one wes #lmost..gure

to be directed against the othergl ‘That bhis-feeligg'spread:7

southwapd;andléasiward'frOmlBoiivia is shown by the faa& that

?”La Aréén%inﬁ”xcanmléa, in reporting the meetings Of”1925,“

_-expressed “the fear that Argentlna is slowly permitting her~

self to be caught aa a dabter nation with- every dangev ta her -

L i
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‘ag‘svémifgpty becaugs of North American policles:toward such
natlons,"d . . - o T
T‘nis 'meth_‘ed of eeconomie na.tionagl.‘,isml’ ﬁa’é : permph tho leaste
used- and 1eaét important ﬁethpﬁl ép._pu_ed_ a,@ainéc;-_.-SOuth, Am:ericia-;;f
It \va; almé;-st; perhaps the inas-t indireet__s,; Snéh loans as ‘t‘hé_
one ~dé\_s.or1bed_ ébdye' were fev, and.,-. aﬁ:-"ﬁhe- 1920'8 drew to a
close, théy virtually ¢caged to be .negatiateﬁﬁoj '
‘I’his, the'!'z-_,..t?a'-s' the impact of. four_principle methods .
of American econemic nationalism in Souﬁh- Aﬂi.ex_-.i;gaa. While
many =¢.f them were not -ip;t_.ciate_d in the. United, 8%&%9&_,&9_
measures of ;e.eo'twm;éf naftienaliem:but. rather aé'_ma‘éégp-ea. of o
domestic security, they were novertheless deeply felt in
South America, especislly in Argentina and Uruguay; and, ‘to
a lesser extent, in Chile, Bolivia, Peru and -the: other gouths .
ern ropublics, South America's growing dependence: upon the
U’nit,éd% S—‘c,a!;’e:s to. -‘caké 'a. goéd ~p.oz?t;i_-.'on of her ':exgdrtvs;f at a
goo&..-ﬁ&ce wes bound to make, as 1t 414 make, any policy

burting b_hé profitableness of that trade deeply foits
‘South American Reactiocn
As. we have pomted out; the Tariff Act of. 1930 affected
:-Ax‘-g_-éﬁt-iiz«;-aﬁ. and Uruguay much more strongly than any of the

~ other South Amerisen nations. ~The rate incresses affocted

87 ;";'ez-'- cent of -th:{a totel value .of Argentinats exports to the

- lcitad _i-.h' Glarence K, Ha:e,in_é.: South Am arﬁa Looks 8t the
- United States (Wew Yorlts The MHacmillen Company, 1928 ; De DX
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"ﬁhﬁ§e818tateg;4and-aé pa§~éentaofivrﬁguay*s'exports to uss
"lsfﬁéracent-of Peru’s_exportsﬁﬁﬁga-gffected,'and?the:pé#*
"centége varied arbund-éwper-eeﬁt-for tha-other SOStﬁeén
5republioe.1 Therefore: we might expect that the. strongeat
popuiar and govarnmental reactlen in South Anertea ageinst
‘the anley-Smoat Act would be found 1n Argentina and Uru~
guay. | | |
Thatwisfexactly-what héppened¢ InAArgentina the ﬁnian:

of Agva?ﬂ&n‘?rQQucersnaent President Irogoyen & long:notey -

polnting out that the dutles on flexseéd and corn were neare

1y half the Argentine price. Theyiurged'thatwa new intéra- '

pretation be given to the mostufavoreaanatidn clauéé:in
Argentinats c&mmercialrtfeatiesvsa that tariff.coﬁéeaaions
would be'e#tehdea'eniy'to-nationé-whichfgrantéd similar ad-L
' vantages té Apgéﬁtina;' Various grauba,_iike'the Argenginé
Rural Soclety and the ﬁéseciatieu Of”Haberdaehere;'senﬁ aps .
_bﬁna circularsnuiging:ali:goad Argentinians not tefbuy-vn-
"Eits& States goods, 2 | |

This strong feellng agsinst the american poling in Arge
entina way’ apparently'due as much to bhe manner ir which
that policy wes 1net1tuted as in its offects upon the Arg-'

| anine eeenomyz.

. lnawrenee Be~Mann, ”Poreign Raaetaons to the American
marifr Act", Foreif; Poliow Reoorts; VI; nos. 15 (ect. l¢ .

?I’O’id@ 9y PPa 974‘275{
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SR “SQme time efter the enactment of the present Ams
srican customs tariff, & prominent ‘Argentine statesmen '
gave & public lecture on the econcmie situation of big

~ country, laying perticular stresa on the unfavoradle
' ceffects of thet measure on Argentins affalrs; later; im .
. discussing this lecture with some Argentine friends, I
- heard less recrimination ageinst the tariff iteelf, -
since, after all, it wes a measure dictated by American
necesaity, than against the lack of any manifestation

of sympathy or considerstion toward the eounbries aho
-were to suffer from its effectay™l o

Apparently there .was the feeling in Argentina that the United
States would rlde rough«shod over Argentine 1nterests any
time- 1t would: he at allzexpeaiann-fon her:to;dc-so@ And 50
the popular bitterness against-ﬁheiﬂnited Staxesféontinue&

to mount in the Argentine, | | '

ﬁruguayanfpopularfreaction wes mueh the sames ‘e of

'the leading newspapera, Lo Han anagna, conducted an acﬁive cams
paign urging the.&outh-American repuplics.to.Join in 3 boys ..
cott of United States goods; The Federation of Uruguayan
Rural Societiesnurged the government tO»placé regtrictive
taxes on automobiles and, if nocesszary,; to ban:them 88 a
qparﬁ'of a program of reprisal against the United States,
_automobiles then being the United States' biggest export

to ﬂruguﬁyizV

In Peru, third hardestahit of the southern republies,

thsre was also a conaiderable reactian, The Speaker of the

';Peruvian Ghamber submitted a- bill euthorizing the calling ‘of

a 1Eugene Stein, "Lntin America Dislikes Us” Aétlantic Men-
b Z! OXLIX (February, 1932), ) 246. ] _

g”. 61t‘. Ps 275,

2Lawrance ;P Mann,

e i LT
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‘a éongress of all South Amoricsans thet would be affected by
lﬁhefpfoposed.increase in American duties on copper;, petrole
éum and mineral products, at which the South Americsn couns
tries would organize a united front aaéﬂhst American econe
omic natienalism.1 Peruvian Foreign Minister Alberto Freunat
Roasell summarized tne Peruvian reaction thusa
' o "Passagé of the propesed duty én cepper would mean
abgolute ruin to Peru and Chile, so we have no alter- =
native but to take concerted action., It would cause the
immediste closing of the Ceno de Pesco Company, throwing
- ‘betwesn 10,000 and 12,000 men out of work;, followed by
paralyzation of the Cemtral Railroad of Peru; 1solating
“the interier from the capital, and decreasing by 30 per
cont Peru's customs revenue, whieh is the main sourece
of our government's income. "2
The biil was paesed in a moéified form; and while the
unitea front against United States goods never materialized;
thé-pasaagg ofthe'bill 8hows, neverthelesa; the sudden grovth
of much resentment ageinst American tariff poliey.
The most atriking, and perhaps the most 1mportant aingle
item of South American reseniment against &merican econom~

“‘natienalism, however, was tha feeling 1n Argenlina againat

g

the sanitary regnlationsjof 1630 which exeluded thpir.maat
ana'meat products from the United States. on the graun&s diss -

cusaed above.s The farcreachiag offects of this act on Arg-

IWilliam J’ Bruce, SQme Evidenee_of Foreign R'taiiation

*ef Ofégon, July, 1935a‘

. 204ited in "Latin America Threatens. to Hit Back at the
Tariff"; Business Week (May 28, 1932), P+ 24e

S5ee p. 61 abova,
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_éntina's;reiaeicgénwiﬁh thé ﬂhited States we shall see 15
' the next ehapter, ' |

; ?$ere éppears_tﬁ be some eviéence»for_the canténtian that
thé'ﬁ§w1ey¢8m0961Act ves indirectly responsible in part for
the-1950 révo1utiQn_1n Argentina, One of the basie conflicts
in Argentine politics since the days of the fevqlution récm-
Spain haS'beea:thaé.between the Gutlyinglqr-vuréi'prQVIncas
and the proviaée'offﬁueﬁos Aires,. During the?lSQOlslthgﬁe
was a growing teélinggin the rursal prévincea thaeuéuenéa
Adres was not furnishing sufficlent. tariff proteétien.for-
the préaucts 5f?thé p?ovinceav4{ﬁpon'the news of tne passage
of the Hawley=Smoot Act;. President Irogoyea was beaieged

vy various business groups, eSpecially those 1n the rural

provinees, to raise the Argentine tariff_ﬁgginat American

"gaoés; .The.UpianIIndust?iel_Afgegtina carried'on:ah;extenﬁ
sive program ofiyropaganda for just such a.move@"oh_August.
22, 1930, the cotton grawera-preﬁentad 8 1ong_memorigl de=
manding a higher tariff, But Irogoyen delayed and deleyed
in raising the tariff, and shortly afterward therefcame.a..
bloodless revolution which culminated in the depositien of -
Irogayen,and;fhe:acceﬁsion of'the.prévisidnal government of-
.'Generallvriburu. ‘One of the new government*s first acts was
to pass an act 1ncreasing a1l tariffs by the flat rate of
10 per cent¢ Therefone it seems reasonable to conelude that
Iregoyen's delay in 1nit1ating a reprisal againsb the Havleye

’ Smoot Act was at 1eaat one of the majer causes for the Arg»‘.
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enéinefreVQXutian-of;iQﬁQ;lt
Thareﬂﬁre;'by fer the strongest reaction against the

Hawley<Smoot Acv.and American economic nationalism generally
was,ﬁéund;in\Argentina, waicﬁ.hadsbegg hit @he;hardeat by -
that economic nagianaiiamg‘ %hafe-waa not only mueh popular -
prﬁtast.and-111&féelins-uncOVered against'the'ﬁnited States,
but*ﬁmegioan-tariff poliey actuaily'ﬁiaye& afﬁérb in ehangﬁ
ing the Argentine governnent, Proteet was also strong in
Upuguay and Peru; the other two nations affected.most etrongn
'ly by the Aet of 1930, but its repercussions were felt in
varying degrees in all the southern republics. The conw
génsus améng then seered to de that the United States had
hit them the hardest Just whan'tﬁey were weakest from the
depressien, and there was. ccnsiderable talk_ of the new kind
of "Yanqui Imperialismi"® The South Americen raaction, in.
short, was neither mild nor frienély,in most ef“the-sauthern

rebublies; .

 South Amoriesn Reprisals

liaadiscuseihngouth_American répmi8a1s to-Ameriean.ec; :

onomic nationalism, it 1s well to note that-these reprisals

1This 18 the conclusien reached bg Ernest Galarza, "Arge
entinats Revolutdion and its Aftermath®™, Foroign Policy Reports,
V1I, nos 17 (0stober 88, 1931), Ppe 313~3< s from vhich muoch
of this metorial has been taken,. . ) '

: 2Wallaca Thompson, "Papriff Problems in Latin America" .
_Annala of the Americen Adademy of Pciitical_and Soeial Science_
January, 1929), DPe S00=206.




-@eré ﬁ6t*ju8% hnhoyed, "I+11 get back at you', methods of
rovengs,. though that element doubtless entered into thoir -
initiation: rather théy were measures which the Scuth Amers
lean’ ggvernm&ntsmdeemeﬁ abao&utely'naoessary for thair-eew
'-onomie?ﬁhfvivai.= We haVG»seen.hOW“the éxporting'of certain
basie commoditiea 1s the mode by which South America up to .
the present time hes survived; and if those oxports are reducea
1n value and profitableness by foreign meaaures of" economie'
: natienaliﬂm, South Anerica haes no choioe but do regly in
kind, net only to attempt thereby“to»gain-tariff-concessiona;
bt also to attempt to preserve the home maiket;-~tnfmak1ng
Qeétain*thatnthégrwauldcnot.bug«ﬁare‘than!they éould‘sellp
the southerh republics employed these four main methods of -
retallation, which ceme to constitute their own brand of
cconomie natiomalisms f ' _

2 '?griffgi_izn_irgentina thaJﬁriburn.ﬁmﬁviﬂibndt gave
;atﬁment in 1931 instituted a 10 per cont blanket increase
in aii tariff ‘rates, aw@-addea a snreharée-ar 20 per cent

on all imports not covered by prior exchange permits, or,
in other words, 20 perféenh-extra on-goods from those coun+
'tries who 8014 more to Argentina then they bought from her.l
'The other South American nations raised their tarifre in.
-varying dogreoss: Calombla and Brazil retainod their import
duties apprcximately level whils Uruguay and chile raiged

1nbward J. Trﬁabiood, “Trade Rivelries in Latin America®,
~ Poreign P011c¢ Re orts. XIII, nos 13 (Eept. 185, 1937). p¢ 156@




tpe&m;napea-gqmeﬁhatgp The highest tgriff_in:all South Amer-
1ca; however, was instituted in Venezuelas Today the Venew
zne}ap;targﬁf averggaslﬁﬁ-peb cent ad valorem, which 1s an .
exxrgﬁply hlgh,hqeraggﬂraﬁegl- And thﬁa high tariff, together
'.'with.V@n@anél&*éjeaacéntraéien on 01l as-s commodity for
prpdgcﬁion, has'ﬁrgduaeé a scale of prices in Venezuele which
Inevitebly keeps the étgnaara of liviﬁg veryf}gm-fb§~moat'of
its people, For example, vacon 18 1.2 o pound,' milk 24
o.éneg- por quart, butter §1,22 a pound, tea (2.24¢ por -pound-;-
an Arrow shirt which costs §1,30 in the Unlted States 4s
87425 in Caracas, end a packaege of American cigerettes costs ’
48 cents,® Venesuola is the extreme éesé;-buﬁ-térlff varriers
in South Amerioa, generally Spaaking, 8re, high.

2e
found that juggling of teriff rates was a slow, clumsy and

Exehange Controls MOst of the eouthern republics

1nneffgctua&_met§od.for éﬁsuring/agmerkind of a morket for .
thair @xpprts; 1 was alse far.too;andiréet.a:me;hoa:£a-auit-'
‘their purposess The only thing to do wéa‘ﬁo.ﬁiné another,
quicker; more dirécﬁ mﬁtheéa' The instrument ﬁﬁich-mostVG£'

~ them ultimately cheose was that of exchange conbrol, which has

. bocome- by’ far‘the most widely used and-cerﬁainly the mogt

s

/""

effeative 1nstrument of South American economic nationalism.éwl

f"

_,.-ﬂ"

3Jehn Gunxher._rnside Latin Amsrica (Eew York: Harper and
Brothers, 1941} 5 3 j_ l .

!?’Ibidw PP+ 176~1'7'7.

sﬁerbert WMo Brabtner, "Foreign Exchange Control in Latin .
Amagiga » Foveinf Po11~~ Reports, %IV, non‘_ (Pob. 15, 1989),
Po: 288, ’ ) .‘ .
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r'*@iﬁ’mbthoﬁs emuleyad»in*éxchangeaeontrol,‘very‘brieflyg-
may ‘be 111ustrated thuss. an. Argentine importer has. nogotiated
| to buy, 100 Pord.cars from a United Btates exporters Before_
ho can:glaim*bitma,to-those@gars,-he‘mmgt,pay the American.
éR?QrtQﬁ'in;a91;??3§ 'In order to obtain these dollars, or , .
crédiﬁﬁg'érffareign:QXGhenge,,he must- go to the~&rgéntine
govérumenﬁlwith h9we$ep=many Angehtiaa-ggggg are equivalent
#o-the-ppic@ af'the'carsiin Americanﬁd¢118r95':H0wever;_them
érg@ntine g@y@?nmant.daés'nbt.haVQ‘ta+gran$gth§wimp§rbér
| _tna@,gzbhanse,,even though his cars may be in the harbor
.wa:it-i-ng to be unloaded, They may 9ay to him, "Look here,
my friend;j the 6n1£ed States has already €o0ld us as much ag
wa=have.said1to them this years We;caﬁnpt_afférd to:dip'
into*aur.naﬁ;onalﬁwealfhi eithér gevernﬁeﬁtgi or private, .
- to buy more exchange from the Americans. -Tharefenéyfwe:.
canabtggrant.xoﬁg*requaéc for exchange:” Aand th@~di§a9§oinbed
zmpbr;er3g§é§ hbm¢;§ursing~h1s government, the United Stateé_'
govérﬁmens;.and-bhe‘HauleyQSmoat'@arifr Aety. '
-Just how widespreéad this practice of exchange control 1s

as & method of keeping imports balanced with oxports, can
‘be seenzinfthe-fdliawing-summary of conditions eas thqy’exissg
- today in South Ameriea:l o I | -

: :Argggtin@, Exahanga eontrel weg flrat 1naugurated in.

- ;gg, PPs 28@-887; sieuaﬁion as of February, 1939,
qcm:e Eiscusszan will be presented subsequently as to what has
bay onth American systems of éxchange eontrol since
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1951, dnd’ the present basic aystem in 1933. ?heiae;célléd -
"eroo mariket” fbr commoéiﬁy exports is controlled by the’ gov-

grnmeat, and thére is no "black market”’existing where ime

\ povters may buy a 1ittle cheap and fllegal foreign exchangés -

Ab@u@,gﬁwbeé:ééﬁtgéfvthé procecds of Argentine exports are
aaaa'té"théﬁgovernment‘at>an‘orficiailyﬁéet rates Ceortain
eammaditieﬁvnatvdaamad essential sre exeluded in favor of

othors bx-ﬁean3r9£'dénying.éxehange for theiz purchases-

Argentina favors trade with selected countriss (who buy from

her), has an import licensing system, and usually grants or
denys appl&cations for exchange with no' delay. Vnited st ates
exporte are at a d&sadvantage conpared’ with those of other
nations, SRR . :

Bolivia. F:rst inetitute& exchange contrel in 1931, and
preeeuﬁ baeic system was inaugurated 1n 1838, The. "free
market” is eantrolled vy the government, but there exists a |
”black narket" for the 411fcit sale of’ exehange. The amcunt .
of eéxchangd’ proceeda~com1mgvfrom.Bolixian axports géing to
the government varios arduna’ao'pép cénty Bolivia eéxecludes

nonesssential commodities, and often grents exchange ap-

Plicatibnéaafﬁer a considerable delay, United States éxports

: hgvé*tbg éé&é gﬁhera1_statua as”ékpéfteffram other nationss
3?335;, _Finﬂ@,inaﬁignted.gggh&g39 b¢ntrp1 in]igsl, éndi-

started present basic gystem in 1037. There 18 no free::
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. market vhatsoover, and tpef@'iéTaa §x@c§'mgrkat for importors,
| -iﬁe‘gav:qanz»éf'%hc emchang@ proocgeds fyron her sxperts go to
th¢ govgrnmanﬁ.aﬁ‘an.gff?ei&i_raaaw Hhe raée?a trade with
1ﬁala¢taﬁ~nabiaﬁ§ﬁthrﬂﬂgh al@ﬁrimg'Qru@d@péﬁﬁﬁ%&én'agreamaﬁ&@,
and usually gparns-applicatiéﬂs fop axchaagé aéter-sameldelayg
Buited statoa axpor%ara are in a proferred aoaiﬁien demparaﬁ
S0 those of othor netiongs | | |
_ahi'aw.

_ Inaugurateﬂ her baaia axatem af exohnnga centrel
“in 1931 an& has not changed 4t ainoaa The frec market 18 cone

trblled“by_th@_gqvernaeat, and# there is'ma biaeawparkaﬁyAl?ha
pepsentage at*ax@@&ﬁ@ﬁ ﬁr@w&é&éﬁtvam;exporza delivored to
Qbelauﬁheiiz;eaudﬁ an oftieial rate varieﬁﬁar@und 99 per conb, .
she,éxe}adaa vﬁpicua nbﬂ#aaaambial ecmaeﬂitiea'in favor of

: others doemed BOTY aeaeaaary, anﬁ she favorﬂ trade with BOw -
lectea eoun&riea trwaugh clearing and componsation agreemeata.~
. $he hsa an ;mpa?t licﬁnﬁin@-gyﬂ%emr&né gronts axehange applle~

: céeaana uauazly‘mitn'eéme delays- United Statos exparsars are
at o éiaa&vantaaa eampareé with those 0f chev mntiansg
coloublas First ootablished ag&hugge'qaﬁtrwl,inalﬁaky
and inavgurated hév ﬁve&&hﬁ«ﬁa&ie-svﬁ@é& &n-l@%?; . Thorg &a N

no £ree m@rkat for iﬁp@rtara, but there is.a dlack markat |
mhegq,they aan;aez chsap¢r-exchaﬁg§ i&l@gally, 160 per aeab _
@ficdlambigﬁ equtt\aﬁghgngejpreaeéﬂéfga té,ﬁh@=599apmmont &t_

‘ 6ff£ei&i rates She ezeludes certain nonessgentlal gome -
‘modities in favor of. ethers, favora hrade with aelectea gouns

trics throush alearxng or eampenaat&en agraementa, has an
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import. 1icensing system, end grents exchange applicstiens.
promptiy@: EnxtedqstateSJngorterg éﬁg-neipher'ap.an adven~

-cagekcr a &isadvaﬁbﬁgeagcmpaved to . those of other-nhticgs@ :

;g:duﬁdqggz
19335 . o
‘Paraguays Pirst inssituted ezchange control in 1932,

‘Eeuador started a syst@m,_bnt-abanﬁgned_1e'£n‘ :

‘and ‘installed her pregent system in 1938, There is meither.
& froe market nor a black market vhere: éhe.-ap -_éz,zchanga- t;as'- -
beo thaiﬁ&d@‘1100=por-¢9§t'ef Paraguayan_exporp'exchange |
proceeds go to tﬁe*gévarnmant‘atﬂan foicial #éfe;.'Parggnay :
éxéiudéawscn@eaaéntial,commodizigs in favor of others, and
,.gpaﬁtg'exghangé'ﬁeyﬁita‘with\ﬁé &elayg-lﬁnitéd staﬁes experté;
ers are troated the seme es these of all other natiens,
'j§§g§§j H&a“ﬁé#ﬁr hadianyukind of ﬁxchgage_ébﬁtrolg

Urugneys First insugurated exchange control in. 1932,

_ana institutea'hebipresant'sygtem in 1934, Here & rrae mars
ket existe only for those few purposes as the gOVarnment aps:
'preves. and. thére 1s no black market for exchanges - Percent~
age- of export exchange proceeds golng to the gnvsrnmé#t°vgrieé
eround $0 per cent, She excludes variqpﬁ;nonaéagenﬁig&.c§m~-
-m@dities~inJ£gvar-cf others, and favors trade.ﬁith selected

'countries‘ .f:y has an 1mgort licensing system, and granta

or denies exchange permita immadiately. Hniﬁed States.qxo
'porters:ara at-a-ﬁisadvancage eem&arga with'vaéioue.ether

nahidnﬁl-q |
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Yenozuslas, First 1natituteé exchﬂnge control in 1986y

and put in her presont system in 3937, Here the free mers
'het ie pernitied to fancﬁion withaut governaent intorfarenca,
and consequently thers i3 no bleck market, AL oxport ex«
‘change proeseds go to the go#ernmbah at & veﬁy.gtcraetive
- officlal rates Venosuols exoluﬁgs;éﬁbtmiu non-essontial coms
moﬁi%iaa in ﬂaver of othe”a, She @aa-anvimpoﬁb iiceﬁszag
r-BYﬁ%ew¢<&au granta agemangﬁ-appliaatianalp?oﬁbtlyt United .
Btates sxporters are treated the s&mg;ge_tmoaa of all other
netionsgs | | | .
Hﬁnca, of tha ten Sonth american‘nmciona, anly too,
Ecuador and Fsru, have no emchan,o consrol system, and only
ons, Poru, hes never: had such a aya»um.' This apread of
econonic naticnalism in South America appears to bo prinele
Pally a eﬁ&lﬂ cf‘tha-dapnéaaian,.an&fwé may beliove that uhen,
prospority returns to-South Americe and other apias rolsx
their matho&a'@f*a&gﬁamﬁg-aatiﬁnaliam, the&a-axcbﬁnaé control
oystoms wild ﬁe-iﬁlax@d~cr abolishea~ana trade will té&lcu
a8 mors normal aourae,1 And hhat the Geed ﬂb&ghbar pclioy
'Jof Frsmléant Roeaevélt an@ sooretary Bull nas alreaav-had
‘some offact in cauaing the rolazing of %he@g syatems welshali
. goo iu Ohaptesr Vis |

ﬁurranea p$ r@e1at1an. 'Welhave‘ﬁlweaay aeen‘tbatltha

B
Quickea% and beat amawar to currency éepraoimt&cn in fareigu

A

g 9 PDs 2®7~2$8;

[T -2 P TP pep——
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nations is domestic currency depr&ciétidn, And with elmost
every nation in the world reducing the value of their basic
monetary nnita, the SOuﬁh Amarican nat1ons had but'little;
.chdice to rsduce their:cwﬂvmonéys. An& 80, by June, 1938,

the following waé the aituation'ih wostern hemisphere cure

rencies:l
Pable 7
HESIISPHERB CURRENGY DEPRECIATION
Country Percentage Discount
- from Gold Parity

Venezuela ' 19
United States 41

Peru . . _ 80
Uruguay 54
Bolivia 58
Argentina : 63
Colonbia 67
Ecuador - 72
Brazil N £

Chile : ' . 80

b Ebn@Paggeﬁt of Debts. During the years from 1930

to 1934, almost all of the southern republics defaulted on
their debts to the United Stetes. In assessing the causes
foé this default, Haxwell Stowart 1ists the following as the.
mOSb-impdrbaﬁt:Qf

| 1. Increased United States tariffs,

2, United States Government ald to its merchant marines
3s The piling up of gold in the United States.

. 1League of ﬁations,
1935), clted 1n John €., :
World Recovery"”, Horeign Poliqz,aeports, X1, no‘ 13 (Augusb

28, 19038), Pps 158, :

2ﬁaxwell S. Stewart,'“Am@rican Commereial Policy and the
- World Crisis®, Foreigg Polioz Ragorts, vxxx, no, 6 (Mey 85,
1935),. PP 7s~v?

mOnthlf Bulletin of Statisties_(July,\
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So it seemo elear that; while 9ther faétors'entered»into

- the South Americans' reluctance to part with what little mons .

ey. they had 1e£c;iAme}iéan economic nationalism played en
important part. ‘I't‘.-i:s doubtful if the southern nations would
-haﬁé\mgda any.anj'V§énganaidetable-péyméntsAdpring the dep=
raséian;yeaéé;'bu#_American ecanomie-nabibnalismldestrayeﬂ
even that.small,ééasibilicy by'restiie&ing the'eﬁtrance of
Soaﬁh American pnoauaﬁs into the Ghiféd States; end this |
was about the énly'ﬁéans the'seuthé;n=n§tiansihad for paying
their debts to the United States: |

These, then, wore the South American repr;&alahagainst
the éconbmic nabiénaliam of the ﬂnited Statess They grew.
out of thefdemandihg necessity of economic survival of the
South Amerio&n éaﬁioné; and they were to have a significent .

_éffeét upon South Americen trade with the United Status,

Gonsequonces to Trade pith the Unitéd Statos.
oL o) S ' -

- From 1989 to 1932, South American imports from the Une
ited States decreased by the following‘égrbentégeégl

. ~ able 8 |
DECREASE OF SOUTH AMERIGAN TMPORTS, 1029+1932
| | Country _ Amount of Decrease

‘World Average . 60%
Chile .. 87

lﬁndleyim‘_Phaipa;f“InduétrialuExpansioﬁ_ingrempé;qta
Somt% Ameorica™, Americen Economie Reviews; XXV (June, 1938),
Pe 270 . ., . - -

¥




f(Country) ' (Amount of Decreass)
pord' - 78
Bragil 7B

Argentiné SR /-

In t@tal value, United States expcrts te South Ameviea ;
aropped from @911,7494000 in 1099 to @215¢944,coc in 1933; |
United States imports from Soutb smerica dropped from @1,-'
01@,197,090-13 1989 to @316,040,0@@ in 1933, Nor ean wo -
allege that the aepression ‘was. the sele eause (as it was
adm&ctedly the major cauge) far this arop inaﬂmnch as the
ralative ahare ar bhis erada going to Great Britaln, Italy,

' Japan and Germnny‘mater&ally 1ncreaaed¢1 The' cause may be
rauna in part 1n.the moesaures ¢f repriaal 1nat1tuted by the
Soubh Ame»ican nabions a8 discussed,above. o - '

By tha»majer South Am@rican powere, the BOecallea ”ABC”'
powers tha aecry of the. 6ecreaee of South Ameriean trade with
the United States ‘between 1999 and. 1932 is ensazs |

fable ® ~
- EXPORTS TO THE UNITED STATES
COuntry 1820 ieso: - '1981 1932
Argentin& es,oos& . 49,689 95,853 11,866
.a%)““ B 6y té 4)‘

1Graham B. stuart, Latin America and the Unitea States: -
3rd odition (New York: D, Eppfeton—?%nﬁub?"@ompany, 19387, pe 14,

: Bcompiled from United 8tates Department of CGmmerce, Come
. mereE .Yéarbéakf 1932 tbrough 1937, Government Printing office,

”In thousands of dollars. o : R
: aaPerceatage of trade with Gnitea seataa to total tnade.
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(Country) . . . (1089) }..(1936)" qes1) 1;'_,§19321

Brazil 1&2,486 o 126:318 104,583 o 627
. ’ - (49a o 46 . (4308, : 36;3)'

Chile 170,248 = 40,804 38,068 7,773
| C(28,8) - (2B.4) 30,4) (28.1)

IM?QRTs FROM THE HNITEﬁ STATES

Argentina - . 216,118 136,204 54,420 eg,esa,
. (ee.&)_ . (22.1) : (15¢3} (15.3)

Brazid . . 188,568 . 60,630 33,212 532
o i ' (3001) . “(24»2) (9511’ ' 601)

Chile 8BTS 56,857 ‘20,888 3,999
132.2) . !3394) : (3418) - {23,1)
Aslde .t?.z!bm Iﬁ!i-e fact of tfh'e( sharp drop i._n:-the mbﬁet-ary ‘}alue"
of United States trade with the ABC paéérs between 1929 and
1932, the moat inteieating thing to note is this: while Brazil
| and Chile r_et'aingd_' a z'él-éti.vgly stable p-e'ire.ent-ég@ of ﬁ;zeir
trade with the United Stetes, Avgentina’s percentage of trade
with Azﬁér'icén dropped off considerably. ‘That drop was. from
9.8 per cont éf_hex_ékparts ia.i929 to 344 por cent 1n'1932;
and from 2644 per cent of her imports in 1929 to 13,5 per cent
in 1952¢ Agaln 1t ia difficult to aagsert that American ece
-'e.n'o:nic aatianal_is'm was the sole or even the dominating cause
for that drépa But we do .know that American e'co'nomie ﬁatb
,ionalism hit Argentine the naraest ef ‘a1l the SOuth American
_natiens and that the reaetion, both papular and goveramental,
was strongest against the United States in the Argentine.
| T@eﬁeforgi‘thgsq figures, in the light of vhat we have.alraaaj

aiac0varadjqfltié-eonaequences of Amqfiaan economiec nétionalism
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in“ﬁrgentina; Wbuldfaeem to-indiea%e that that: scoénomie, nata,

~ ionalism vory well may have played an impertant part in redaﬁ

ucing beth Argentina's total traae with: the United States,

and the percentage of all her foreign trade. in which the Bn~i;

, 1ted States wag a partioipant.

:'QQnsoguenceq;gg_SQnth Amé¥£cga‘ércéneiiqg_

'wé.ﬁave seen how important United States trade ond the .

American market are to Bouth Amerzcan nationm. Iﬁ‘thereforéf--

seems likely that anything which 8o materially reduced SOubh
American trade witg that narket as-Amer;oan-eeonomic naﬁionv
élism hadla hand 1h ébing.must-inevitaéiy be iﬁjurious_td _

South Amériéan prosperity. Sows interosting figures on what
happened to South Ameriean purchasing power and general proa~

perity are theseal

wable 10
_ INDEK OF SOUTE AﬂERICAN PRGSPERI?Y )
Yoar Index ot Sauth Am~ Value or 8outh*° 'antiﬁated
L Power* | R _ Index
1929 . 152 e 367 C 10040
1930 - 6.8 2,248 . L 98,2
1981 . 88T S 1,704 T 9848
1952 _ _;'_ 69 - 1,177 81;8 a

lﬁewarﬁ J. Trueblood, “Trade Rivalries in Letin America"
,mg Cit!, Dc 158, - o o _

“Baaed on 1926 as 100«
In millione of gold doilars.




"ﬁzaar)*; . (Index of South {Value of South ;: - ({Estimated

American Fure Ameriean Exporta) Quantum

chasing Power) . Imdex) - i
1038 - : 62.8. S : 1 oe1a S - Bls6
193¢ 59,7 1,088 87,7
1888 S 89,8 ' B S 5 £ 91,0: -
1886 . 64,7 1,253 | . 91,9

It vwould be less than the trubh to assert that the sharp
.,drop 1n South American prosperity shown by the ‘abave rigures
from ;929 to 1934 is due entipelywto Ameriean. ecenomic nat«
ienaliéma CGrtain auch factors: as the general worldnwide
depvession. general lack of indusbrialization and diversifo
dcation of industry and censequenﬁ lack of adaptability to
new conditions deubﬁless piayed-mere significant roles than
the foreign trade polieies of any one nations However, what
we have discovered before econcerning the 1mpoitance of the

" United States market to South American prosperity gives us
sone bésis'faé-chcluding thathmericén_eeohomic'nationalism
pléjed'a part;, if not a deminatiné pa}t,:ip aggéavating'the
meré’bﬁéiﬁ factors éf-deprgssibn and the 1nflax1bie ONe~-Crop

econcmies to create misery and_pQVeﬁﬁy-iﬁ.sauth Americas

Erfeot on South Amerioa's Attitude | .

coward the United statea

in-éiaeuasing 20 alualva & suhject &8 the ettituﬂb of one
naticn.or granp of nationa toward anether, generalizationa are
always to bei acanned oarerully. Eevextheless, it seems cleas’

that there are dertain threads whichihavé more or less con= |
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aigteatlyfrﬁp ﬁhgough,ﬁgpth;@merican-think;ng,éboutﬁthe-vnw
' ited~Statés:vand thess threads ecan be anaiyzedtandwmaae'
cleav £ ecrutinizgd closely ancugh, It ie theee threads ‘
whiah ‘this. finel s@ctien will wnaider.
Despite a1l of the United- Statest efforts to woo South
Americats friendship from the days of James G. Blaine to |
the progeént administrabion, there haa remained a residue of
rear,.&&atrust\aaa diﬂl&ke.of the United Statea,- Clarence .
Ha?ing 69115-u5'that;cften‘SOuth'kmeéicanrﬁoiitical‘canaiaates
Eavé r&ddaa'into-offléefcn 21 plaﬁrprmvof-inveigﬁxng;agaiﬁat
”Yaﬁﬁni Iﬁperiaiiém“ and viéwing'With-alatm3"El‘Peiigro Yene
qui®, juaﬁ as ﬁmerican demagogues have capitaliged on such
slogans aa "Keep King George out of Ghicago", 4nd "Rod Rade
icals shall nevar befoul this fair oity;" Baring concludes -
that the auccess of such Yankeeabaiting ia due in large part
to thig resiﬁue of ant1¢Ameriean feeling mh1¢h seems, like
| death and taxes, always to be with ua,l B |
HMuch of this anti«Yamkeelsm has been produeed by gome of

South America's greztest writera end ‘poets, many of-wh@m

ften have gone out of their way to take a crack at the north--__

erners. In his exeellent aurvey . of South ﬁmerican liceraturem'
Br¢ Isaee Goldberg sums up the general attitude of Sauth

Amariean writers toward the United sbatas thus

lciarenee zz. Haz'ing. ps as” PDs arf.




o Pat best (always. speaking generalmy) we are in their
eyes as yet too engrossed in materisl @mbitions to give
attention.to |spiritusl considerations;. at. . worst, we are .
en: intriguing nation that despoiled beica of Texas and

.., California, despolled Spain of. Gubsay ‘déspoiled Colombia |
of Panama, and.who now, under the shield ¢f the ionros
Doectrine andian-alleged PansAmericanism; eherish e,

:perialiatie designs upon the entire southern continen@. nl

Gne excellent exaw»le ef this school of South American ‘
writera is Mannel Bgarte, an Argentine writer and 1ecturer¢

-whoee outstanaing work, Tha ﬁestinz of & Continent, is filled

'with warninga aaainst "The Yenkee Peril” and the rear that
the Uhitad States wishes %o make the whole hemiephere 1ts
plaything.ﬁ A Perneai of this book 13 recommended for. el
tbose who believe that the South Awericans have been induced
by aur ‘movies and our aaleaman to love us like brothers. For
example, hereo. iy one more or less typieal paaeage warning
South Americans of the Xankee threate
| "But when our republics, fettered by 1mper1alism

fron the political; diplomatic, or economic point of

view, find themselves obliged, in a few decades! time,

to baw in-gome form or another to a continental Platt

Amendment,; somebody will recall the fact. that there -

was 'a writer who,- amild mockery, silence, and insults,

- preached from the begianning a joint resistgnce of the ,

-South, the only policy which can save use®

Another disbinguished 8S8outh American writer who was

greatly worried abcut the Yankee peril waa F. Garcia Calderon.

1Isaae Geldberg.
(NeW'Ybrk: Brentenots; .

Bﬂannel Ugarhe, The Destiny of a Conti‘enta translated by

Gatherine Ay Phillips (New Yor. ;‘Ilfre I B 12 opf, 1925),

Smid. ; pp. 280-281.
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'the?historian.andlpublicist, whoae'boék, Latin Amerieas Its

RisaJénngrogreae; 43 one of the outstanding histories of

. Latin Ameriea written by a Latin American,. He talks much
of thé-basic conflict between Latin Aﬁarica and the United
States, with the fear that in such & conflict the United
States must win unless the South Anericans présept'a united
front agaiﬁst'the.norbherners11 Nor is his_féar of the Une
ited States restricted to vague intimations of 'some future
;nv381on'éf'the:ébuthern c¢ontinent, He sﬁends considerable

time pointing out the menace of the economic natibnalism-of

the_ﬁniteé States, espeeially her loan yoliéy, for South Ame

erican inéepenaence aa& prosperity. The passage in which he
makes this poinb 18 qQuite typical of his whole outlooks
"The New York Americaen announces that Mr. Pierpont
Morgan proposed to encompass the finances of Latin Am=.

" erica by a vast network of Yankee banks, Chicago mer=
chants and Wall Street finenciers created the Heat Trust
in the Argentine. The United States offer millions for

. the purpose of converting into Yankée loans the moneys
raised in London during the 1ast century by the Latin Ame
.erican states.. They wish to ebtain a monopoly of credit,

Now much of this backlog of antieAmerican feeling in

South Americe has been produced b?-fa&tors which are none
economie in nature. The aetivitipa-of the United States in
the Moxican War, in its somewhat qﬁeatiqn&bié magner'offqbﬁ

taining-tha Panaﬁa-ean31”20neg an keéping;or&er 1n'cuba, in

a2

1F. Garcia calderon, Latin America. Its Rise and Progg s.

ke dﬂ?ﬁf"?&fTSher 8

translated by Bernard MiaIT
Sons,. 1915), po 3910

Qrbid.. p. 304,

Yr§




pacifying ﬁa&.ﬁ., Niceragus and Santo §m1§@a:~~ain thase 'ap*ci_ef
vities, imiie éaa-bv&cteﬁ to the cavi#beaxz aros, nevertheless
contributed much to the gonerel Soutk American fear of the
United Btatess - The mwl_é febling growing out of the apparent
Biaiwa 8tates policy of exeroising its asuperior power to keoop
- tho ﬁou;h Aneriocan c;fmmw!mé‘ in line I'm,&y i'éen bo sumed up
in the axﬁéemélaye&'phﬁaaeg_”ﬁba Coldssus of tho Yorthed
Aﬁa&h&;r important factor fgmﬁucmg -b_?}%..a ant-_i-émig.@&' Statos

fooling hes boen brosd 'éifi"'amnma An mectural backgrounds

and traditions of the tuo seotions of the hemispheres It
" has beon nasorted that the eultural capitals. of South America

are ?arls; : .imndgih,. and ﬁa&rﬁiﬂ, and mot New York and Ohicegos?

Suoch mqvmgnw‘ z_a's-rfi Pan I;a-tmwm and ?@_Hi_ﬁpéms& wore basically

, cx@lt‘iaral mévememg_-, ‘both founded 'on tho fdea that South Amr*&ea
| cuicﬁmmsr- was close to Franee and Speln, and not the United
Btates, #any moéaﬁn observors '-ha.ve #cée.d that tha South Amor=
icans tend Vo .:aeé merﬁeam as & group. of &ezmrwemgaer?a _who
are unintersstod in tho finer things of life, unther notes

a coertain aount of this quaune;_ in slmost every &cuth

4 fi?h!;a pmao b‘z&éﬁ@ﬁ to -zaﬁzdb@h&ka?margw nn;aghf‘mm %.
1tus Cnossr which might so well be applied by & Scuth American
To Uncie Jamy ,. _

 Thy, man,; he doth bostride the narrow werld

' Likeo o eolossus) and wo potty men peep ahout
Heath his hugs legs, to seck cureclves
Dishonorable graves.

* 2g1urense Hy- Bardng, Op. €it., Che 11Ts
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_Amaéiqén~ndtioﬁ*hé-viéitéd;and obgerved, - This cultural facs
tor in péoduéing3thé~ant1gﬁﬁeiiéah-feeling 1n South American
cannot. becauae of the: nature of our study, be dieoussed at
length here; euffice it to say that 1t exiats, it is impcrtant,
and we must never losé - sight of it in° assessing the cauaes
for 111~w111~§pmard the-Uhlted States in South America,
Aﬁericén ecenomiéSnationallsm, ﬁoﬁevery has played“a a1g.
nificant paft in_theraceumuiation of“this:residuum'of”disw
trust and dislike of the United States, uwith 1ts political
implications and 'consequUences.. PrbbablyVPrésideht Taft begen
it all with his "dollar diplomacy”, when he said in 1910: o

"Whilo our forseign policy should not be turned a -
hair's breadth from the straight path of justice, it
-may be well made to inelude active intervention to secure
' for our merchandise and 6ur capitalists opportunity
for profitable investment which shall inure to the bene~
fit of both countrias involved. 2 5 .

Then came our: high tariff policy of th@ 1920'5, which
produced mnch 111-£eeling toward tho United States in South
America, éospecially in Argeéntina, Haring obaervas:'

A criticism of the economilec policy of the United
States freguently heard has to do with the American proe.
tectionist regimos. It appears oftenest in Argentina
where the grievance is most felt. North American tare
iff barriors undoubtédly stand in the way of trade between

" the Argentine and thé United States in so far as they shut.
- _the American market to the former's typical exports such
a§ meat, butter, engd other agricultural products, It
thusg draws Argentina Anto clozer relations with Eurdpean
markots,; whose .competition with American menufactures is
becoming a factor of everminereasing importince in the
- seconomic recovery of the 01d World,"2 . -

. 161téé‘in Néé?ing'and Fiéemah,;ﬂg;.cit;; P« 266,
2glarence H, Hering, Op. Cit., P+ 96,
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. 'But. why, one might quite proparlf-ask, ahOuld'American-.
economi¢ nationalism be more regented in Seuth America . than :
'Bribish or German or French" policies of the same nature?
?he answer seems . to be,: first, that the “halo effoct” from _j,
our caribbean activities seems to carry over to everything . |
felgg.ge_do. in short, the Presumption.alwayswaeeqs,to.bg age
atnst usjl second, we have always emphasizeélggiiing.SauchLJ1
Ambficé our gcodsg'andlbur=at£ention-hae been~cen£ered on .
ihighaprese‘ure methods of getting them. to buy ae mpnch of our
commodities as we can, and never on ways of adjnsting our
trade to ocur mutual benefit;g-third, the European nations
have no movamsnt comparable to Pan Americaniam, -under the
name. of which fumbling, often awkwarﬂ attempte at ”eultivating
friendship” ean be~contrasted by cynical South American authe
ors te our practices of high tariffs and. sanitary regulatiens:
and - fgurth,:the-abovepment oned. cvltural differences and dife
fépences‘&n cultural boints of view make-understandiag-&iffau-
icult, Whatever the reason, it aeems olear chat Ameriean ,
econcmic natinnalism is more resented by South Americans than.
stmilar polioiee of the Buropean natienso5

speeiric resentmene againsb American economic nationaliam_-,

ICIarence H, Har1n3,=q:¢tgitﬁ

eFrenk Hanius, Latin American Trade (ﬂew YOrk: Harper and_

Brothers, ?ubiishers, l941)4 99. 1011

pg‘ 930 :

301arence Hy Earing,ahocx Git.
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is by ﬁar;thé atﬁgngast.inaArgentinag a8 we have already |
m;nted,; out. And while our tariffe, which, es we have seon,
hithArgentina;ﬁery hard,.have-aausedjconsiderable 111=feeling,
the bagfcqntréversy'is;that.which has arisen ¢§e£ our banning
of Argentine meat and meat products on sanitaﬁy grounds. _
@hisgcgntrﬁverayvnght-quite aptly be named "The Béef Beef,"
| it 18 very significant to note in ﬁhis:ceahacﬁich that every
present observer which the-authqf_has read goes.out of his .
way to comment that Argentine resentment of the {mplication
that'ﬁrgentine:beef_1a.&iseaseébearing»is'é very major faétOr
| 15.antiéAmeriean'fegling'in_ehe Argentine, bcgh offioigl‘and ‘
pdpulanafAIn.diseussing'why some Argentinians dislike the.
United States, Gunther lists. ”first and foremoet, the crueial
queaticn of beef just mentioned, as vwell a3 commerelal rivals
ry:"l Hubert Herring, addressing himself to ‘the 8ame probe
lém, 1ists. as his third csuse in 1mportance‘the Argentine
feeling 'o. & othe United States deals unfairly in trade, that
.'e shut cut Argentine beef by 2 ‘subterfuge."?
Jemes He Ryan.observee:
"And. why is Argentina almost unfriendly, not. to Ame
| ericans as individuals, of course, but to our Government?
. . The resson is almost exclusively oconcmic, The failurs
" :.;0f the United Stetes Government to ratify the Ssnitary

i Convention and our refusal to admit Argentine frozen beef
‘“have develepea a very critioal attitude toward us, both '

Lt

T —

fﬁlséhﬁ?ennthem%:ﬁ" Pe 594% |

‘eﬁhbert Berring. Gooa Neiggbors (New Havana Yale Univers
_ sity Press, 1941), Pe
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.on.the part of the people,. agd, to a large extent, on
"the pert of the Governments

/ And, as Carleton Beals points out, the main objection of
th@ Argentinians 19 not go muoh.that we exclude theiv beef |
‘a8 it 18 thet wo do it on & ‘bypocritical basiss |

= "Tochnically, we exclude Argentine chilled meét on

- *hygienic! groundsy we want to guard against the poss -

' ‘pible spread of hoof and mouth disesse, Actuallys. o o
Argentine 1s willing to have her meat submitted teo as
rigid e medical ingpection as we might require. . cour

~‘desire is to protect the home merket asgainst competition

_ from abroads ggntina argues thac our ban 1g hypocr&t~-
. .deal and unfalr .

. And;, almost as if to underscore thia Argentine gpiniangg

&nﬁlﬁss“the Uniteﬁ Stateg and Argentina‘signed e Sanitary Cons

ventien whereby meat would be admitted to the TUnited States
from. those areas in Argentina whieh are eompletely free of
the diaaaseﬁ:”?heayrqg¢aal_waa suhmitted to the Senate for

rqgifieatiﬁg}_and;iﬁ has never been réported out of committes,

dus mainiy to the work of’favmbbelt'and-prOﬁeetiénis% %enabdﬁss'

_ern,most Aberican writers now agree that our failure 0 rate B

ity the CGnvehtxon ia a purely eoonemiog proeeetionist action,

and thet defending it on sanitary grounds is pure subterfuga,3
The Argentiniens have even offered to bone all meat exports

_goingztp~che'ﬁnitgd stategg'Which‘wduLd remgvg=a11 paasibility

, 1Jamas H‘ Ryan, "Some Observations end Conclusions after
_ my of

Politlcal and Soolal Scaencg;'_c&v (Fuly, 193

ecarleton Beals “Argantina Y8 thé United %tates“ Cup~
renb Kietegzg L (J ¥ 1939), pe 28,

: 3Budley Mo Phelpa, ithe Evolution of Economic Cooperation
~ in the Hemisphere", Intep-American Quarterly, III, no. 2 \
© (April, 1941), p. 41. _ |
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-of 1n£eot£on cf Amarican cattle; but, tha San&te will have

none. of 1t. EVen sueh 8. tokon movement as the recent aotien

of President Roosevelt in ordering some. canned cornefﬂbeef
for tha Navy has caused a. storm of: protést among the probeot-
ienists which has-not yot died down, _

-In cOncantpating upon‘the "beof beef® we mast not 1gncre
the: facs that krgentina i3 constantly diaturbed by tbe fact
thgt.waenonmally 3e11 more-bo her~zhan;wa buy rrgm herﬁ A
one-obaerveg,paintgaaut,;much-ofﬂéur-effdrt totenAiaéﬂﬁrgﬁ
entine ccoperation has beén colored by this fact: |

.. . "Ppade talks more loudly then anything else; and in .

‘the United States~Argentine trade a Slump hes come, o8+

. ‘pecially in our purchases of Argentine products, which.
militates disastrously ageinst arguments we use on tho
. Argentinlans to enlist their cooperation in lLetin Amere

‘feas. 'But you don't buy enough from us'i is the retortees

in auave diplomatic. Spaaiah, of course, ;

_ HTIt is {mportant, than, te romember these two things about
the ‘South American attituae toward the United. States‘ first,
there-iaag,pagkiqg=e£ ill*ﬁeeling<toward‘Amer;caﬁ It has been
produced in considérable part by our somewhat unneighhorly
aetivities in ‘the caribbean from 1900 to 19303 it has been e
produced 1n part by sortain droad and basic ditferences in -
our respectrve cultnrea; anﬁ it has also been: produeed in
'part by our pOIAcies of economic natianaliem, especially in

Argentinaﬁ We must‘r&membep that this feeling against ene

f

1'I.‘.R. Ybarre Ameriea Pacea Sonth (Eew York:, Dodd, ‘Head
and Gempauy, 1939). p. 181% ¢ |




| Unitéd States in South America is dn:the natgre'bf a backlogs:

in the ence that it is subject  to conaidoradlé.change, both
of 1néreas@-gna_de¢réasea Which of the two processes it is

‘ .ﬁndenééingtatipréséntrme sball seo in.the;nexﬁ'ghapter54
'&he'ééconavthing tévéemembébfid that ﬁhrs'iliwwiiilis stronge=

est in Argentinaz ‘and it i3 in Argentina that wé ean mnst

clearly and dirsctly lay a censiderable part of the ezplan¢

ation for that bacitlog of 111—wi1& te.kmeriean.policies‘of.“w

economic nabienéliém; partieﬁlarly that of our exclusion ¢f

Argentine meat on senitary grounds,
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CHAPTER V
EXTERNAL CONSEQUENCES$ THE CONFERENCES

xn'dzacussing theﬂextergal pelificai eensequences.of'émﬁ

erican economic nationalism toward sQnth America the'autb¢f
| haS~deemed'1t advisable to split the discuseion between the-
econsequences which emérged from the political &nd diplomatic
relations between the two sections ef the hemisphere gince
1020 and the efforts at pomedies for the aituation which
~have come forth since 1930. The former helf of the diviaion

will be diacuseed in this chapters - | _
|  The author- will restriet the discussiocn ef this chapter
1argely to those diplomatlc and political relations which
emérged from the va£iouB,1nter~Amevican conferences since
1620, Gther re1ab1ohs were carried on outaide=these cOne=

ferences; of course; but the 1nter-American; or Pan American

conferences were in a sense sumaries of all other diplomatie

and political neﬂ#tions, and they maeke by far the most cone

- venient focal point for our study. Also, the restriction is
made because almost all of the diplomacy coneerning American
eécnomicfnnticnalish¢waa éarried on thrqagﬁ the medium of
these cohferenees. ‘Thig wag true befére the Roosevelt Admins

istration beginning in 1933; it has become even more true
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since that time. Discussion of relationé outéidg'ﬁhe pale
of these conferences will be-necésaéry occasionallyg_but as
& genoral rule we will view mainly the course of economic

netionalism as it affected the intaréAmeiicaﬁ conferences.,

Fhe Fntééaam rican Qonferences befors 1928

 The-f1rét of the modern 1ntereAmefican eohfarénces'ﬁas
that held“at Washington in 1889, To be sure-tﬁere;had'been'
several. conferences before that time, but the United States
hqd.not beén-fepresenﬁea at any of them,_and-they7haa played -
an slmost negligible part in the relations of the United
Sﬁates githvthéISQuthern republicsq e have elready seen how
James G, Blaine-Waa thejchélrman and ddmihasing figure of this
| qoﬁferehce,?how he proposed 8 hemisphéric duétémséhnion, and
how=chat préposal-was rejocted by the southern nations under -
'the“ieadarehip-of'the érgenbiné delegatos. For our purposes.
1t 1s sufficient to say that thia f1rat cqnference-accpmplléhed
no céncrete result except the néﬁ unimportant one of starting
the,prﬁcﬁice'or more or less regulériy~holding conferences of -
this nature. N
'From 1889 to 1028 there were five conferernces, at Mexico
City in 1901-1802, Rio de Janeiro in 1908, Buenos Atres in
1910, and one et Santiago, originelly scheduled for 1914,
but which was postponed by the World War until 1923, For
our purposes it ié iﬁerﬁant to remember only that theselcon-'

ferences were marked~principaily by tﬁe consistent refusal of
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the United States to diacnas'snchwcogtréversia; political and
ecpnemip ma;teré;&s the right of'intgrvention, trade barriéré,
.e£c@.iﬂpnce=they wefe-copcernad aimoéﬁ.entirely with such
'relgtiQely.innoceﬁt Qatters as patehé.aud.copyright 8greos
ments., postal arrangements, uniform‘billséof&lading agreements,
and the 1ike,l _- | _

The oclose of the World War, however,‘broughb:a new éi_;'
ement into these conferences. The Latin American éepublica
had.pérticipétéa, at least nominally;_in the formation of
bﬁe:Treaty 6r'Ve§saillea, and most. of them had become mome
bers of the Leagué of Haﬁiené. Therefore, sinﬁs they were
beginning to feélﬁthéir'diploﬁatieypats, ﬁhayzbeéan to insist
moié«and,moke that the United States hiscuss matfers ofua more
cdntrovéraial.anﬁ importent nature, There wasg, indeed, growé
ing South American dissatisfaction with the whole §on£erehca
procedﬂre‘and~increaaihg-Seuth American talk of'abahdehing -

18,2 This wes, briefly, the situation which existod by 1028.

The Havana.Qonfe#encewgg;leaa

The Havana Conference of 1928 was ushered in in the
thickest atmcsphérewor illéfeeling wn£¢h any of the confers
ences had yet kmown. There mas-an-naéerlying and growing

"~ 3jonn H. Latane and David W. Wainhouse, A History of Ame
erican Fb:eig% Peli%g,(G&rden City, Hew York! Doubledsy, Doran
and Company, Inc., 19%4), Ch, XXVIII. - I
.Q“Pan Amsriqénism and the Pan Ameriean Conferences", Fore
_Policy Reports, III, no« 19 (November 25, 1927), pe 2865

el
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uéiepéicism of the whole concept of Pen Americanism, Many
South Ameficans were comihg to conceiva-of'thaf concopt as
_merely a mask to cover up "Yanqui Imgerialiem“ of the sort
whieh wo discussed in the previous chapter. Nenuel Ugarte,
whose ideas were then at their ascendence in South America,
ha& described Pan Americanism as "a skillful'meve in the exe
pansionist policy of the North, and & suicidal tendenocy of
-bha'simpleﬁminded South,“i- And the Pan American Unien ha&
raised 1n-hia.mind_this questions "Can the.existencé at
Washington of a-depaftment for the<Span1éh-American Republlcs,
-afganized‘like a Ministry for the Colonies, be reconciled
with the-full.autdnoﬁy of our countries?®® Ana finally,
there was the grewtng.reaenbﬁent againat'Ameriéan economic -
'nationalism‘Which we have noﬁéd-in»tbe previous chaptera.

Tnis final resentment w&a'to'cauée-oné of the Conference's
biggest furorea. _

' No sooner ha& the Conferenee gotten the customary apeech-
o8 of welcome out of the wey when Senor Pueyrredon, the

: Argentina Ambassador‘te'bhe.ﬁnited States and delegate to tbel
’Gonference,'madé a speenh préposing that the Canerence‘ﬁréﬁf.
| up a reaolutxon favering the general reduetian of economic

barrierSa He argued that high earifts did not arfect the come

:_283&

'1MQnueluvgar§e;.The Deétin“aof a cqpﬁinept '

gzgiiév p. 6,




merce ‘of American states equally, beceuso of the different

sharactaristico and elasses of products. Countrles which were

in trpg&aalﬁanﬁ.aubﬁﬁréﬁiﬁgl gones had no difficulty selling

thelr producte to countries having a differont climnte, And

he 1&@}&9&-ﬁh&%rth@eprbéﬂeta of Argontinawssa tomporate coun«

try competing with the United Statogse=syere in e much more uns
favoreble pesitidns’ Do guote from him diﬂeazlyg“

“@e “should not forgots » +that all tho pooples of
Amorica have net arpived at tho ssmo state of sconomie
developments scme are at the plonacle of thelr econome
ic ond industrial power; others hold an infericr cdonoms
fic positions and thore are othors struggling with dife
ficulties of ecomsunication apd othor 8ifficultics, dboe
cause of the lasck of capitel. The only moans by wvhish
these peoples can improve their position is by ?xporting
products 9reéuce& more choaply than alseahsre. :

And this, he-avevrea, was {mpossidle so leng\qs high United
Steten tariff were based on tho Yequality of cost of prode

"uetion”-principlé,~ He ﬁ1nted that unless high tariffs wore

preduced, &ﬁ@r&é#ﬁ countries might consider the possidvility
ef;uﬁgotiaeing'Qteferentiai tariff agreements with nonwAmspican
countries, ‘Zany Anericam nations, ho avowed; wore finding
ccenonié cooperation oasier with Burope ‘than with.ﬁhe United
statossS

~ Benor Pucyrredon thon prapasea a Pan Anorican Bnicn Cona
vention 1ncluaing the rc»nwmg prmcipies 18

N - i

16&%@& in ¥Phe Simth Pan kmeviean confereuee _part. x”

‘Forei'v ?ol&gu ae'o,ts- IV, noe 4 (April 27; 1928 )s Pe $7¢

PIotdss pe 88
 3xvtdi, pe 895 -
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1. : at maaaure\be“taken to supprese or reduge oxceaw.

truct. 1nter~Ameriean trade, e
- 8, That all‘hiﬁ&k' cos to free. ciroulation:dnd trade 1n
agricultural nroaucte' i\ uppressed. 'when this would not cohs
- stitute g danger to che vital interests of the country or 1t9

'laborers. _

. 3 'That in referencegto sanitary policiégasatfor enfcrcing-
quarantines’ and_embargoes. that the United States, among other
countries, maintaing=<-an organic system should be adopted
that would prevent sanitary regulabions from being exercieed
in an arbitrary menner, - ‘-

And he closed by saying that Argentina would not sign any Con«
vention unless this proposal 6r,eomgﬁhing-very much like it 
wore included, | ‘ |
The speeck drew much applause, and it was apparent that
there.was-mnch-upderlying 8ympathy for the proposal, So
Gha?les Evens Hughas; head of the Amefican“doiegation,fdeemed
it necessary to reply in person, which he 434 in these words?

Yo are degirous of promoting Pan American cooperas
tion; not of destroying it. These economic barriers
have been established by the leglslatures of the states .
in what they conceived to be the interssts of the people
of those stated., The right to protect the. people of a,
country in determining what goeds shall enter a country,
what duties shall de imposed, or what export texes shall
be imposed 18 of the essence of sovereignty. Each of
our countries has provisions -relating to the fmport and
export of products and rav materials which it thinks are
- egsential and well-devised, They may be detated, they .
may be the subject of internal discussion, but leglss
lation in these repects, through the Parliements or Cone:
- gresses’ of the nations, represenca the sovereign ﬂill.?l

In face of this refusal by the United States either tq
sigﬁ sueh a propesal or even to discuss ity only Paraguay,
Bolivia, Mexicv, and Colombia expressed sympathy with Senor

Puoyrredon's ideas.® For a time 1t looked ag though an impasse

3

1gited 1n Ivdde, p. 59,
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mignﬁ hagve been reaehed; but the Preeident of Argentina ine-
structed his delegation not to take the risk of an open slap
at tne United Stetes and signlthe ConVention.withont-the'in¢
clusion of the Pneyrrédon proposal. This they did.

The-Cenference ad journed in an atmosphere of disgppoints
ment at the failure of the Conference to produce anything
very concrete, and resentment against the United States for
‘refusing to discuss what most South Americans-thdught,were
the two most important questions' trade barriers and the right
of one nation to intervene in the affalrs of another._

The HaVena Conference of 1928,ethe'subsequen§ tariff
‘policies of 1930, and the South American retaiiaforyeneasures
made the period from 1929 to 1932 perhaps the highmater mark
in South American illufeeling toward the United States since
1920,1

Then came the beginnings of & new Unitedjétates policy
toward SeufH’Amenica with Presidengﬁelectlﬁoover'swtrip' |
through the southern nefions‘in 1929, and Undersecretgry-ofv
State J. Reuben Clark's memorandum of 1930 in which he nar= -
rowly interpreted the Monroé Doctrine. and rejected the so= ..
called Roosevelt corollary, The beginning of & new epoch in
inter-American relations appeared to be at hand,

Then in 1933 came the inauguration of Frenklin Delano
Roosevelt as Pres;dent ef the United Statesai,ln his inaugural
‘ address he outlined his future foreign policy; with particular

reference to the southern republics, in words that were to

Lsomn Hes Latane end David W. Wainhouse, Ops Cit., -
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- becoms famous t -

. "In the f1eld of world policy I would dedieate this
. nation to the policy of the good neighbores-the neighbor:
" who absclutely respects himself and, bedduse he does 803
" prespects tho rights of others--<the neighbor who respects
‘'his- obligations and respects -the sanctiti of bils agree«
ments in -and with & world of neighbors.

But the South American natiena had heard these fine. 1n~
tentions expresaed by American Pvasidenta befowe; so, quite
naturally; they sat back and waited to see whether»or not
‘the new'administration would 1mplemenb thase words with ‘the
ectlans of a geod neighbors . And the rirat test was not 1ong

;nfcomAngc

'th Lchdon‘Econéhié Gonfeneﬂée,gg 1938

By 19033 the worléwwide growth of eoonomic nationalism.
high tarirf barriers; exchange contrel syateme, fluetuating
eurrancies, gnd these other tandenaies which we have noted
above @as at its peak and creating a very aangeroua aituatién-
S¢ an international economic ¢anference wes called at London
for: June 15, 1933, to ahieh sixpy-slx natians, ineluding 311
: f the Scuth American republica, aceagted 1nv1tablona. And
conscioua ag they were of American policies of economic aat-
-1onaliam. those seuthern republies must have watehed the act-‘
 1v1t1es of the Unrited states 1n/this conference}very clesely |
uall through its course¢

Just before sailing, Seeretary of State cerdell Hull.

. 101ted in David E,- Popper,. "Latin American Polioy of the

 'Roosevelt Administration”, Poreis

_ 1 _Polley Re,ortsv X, noe 23
(December 19, 1934), Ps 2709 ’




I b il - + Wina, e e sl - L® A ey mmdimle o mm s ek, L c— -

02

who: wag to head the Americen d_éiegat};mg, gave en interview |
te'tha‘péess in which he outlined Amgricen policios and ob-
jectives 1n the forthcoming conrerence. Ee stated that the ;;.
lowering of tariff walls and the stabilization of currencies
‘would be primary objects of the United Statest |
. "fhe fact thet the entire WOrld is tn a state of

bitter econemio war and all the world is at présent

functioning on en artificial basis effords the strong-

eat reascn for an agreement among the countries to '

lower trade barriers, with a carreaponding reatoratien

© *of Ainternational finance and trade." ‘
'iPresidenb Roaaevelﬁ for some weeks provious haﬁ'been
carrying on discussions with the leaders of other partieipating
' nations, among themn ?edro lorres, President of the Bank of
:chile, and hgad of the Ghilean delagaticg to the conferencei”
With all'of-them-he hﬁﬂ‘reached.appaient agreement, and 1t {
looked as'thaughftheVGbnferencejhad.GVer‘chance-éf suceeé;{a
" At. the Conferance itself the fifs% an&'pérhépé-biggest"

isSue was that of curreney stabilxzatian; and it was the
1ssua over Whieh the Conferende was ulcimately to crumble,.
Argeatina was made one of thewmembers of the highly«important
Steéribg Gommitteeﬁ\whiehﬂgavé'her.an-aéaed staeke in tho suce
eesﬂ.of“the'confebenoa;s | R

Prom. the very beginning the Gh&ted States and @reat Brite

|  1ﬁew'York Times June 1, 1933, pe 3
BLoc. Cit, |

5§ew York‘Times\ June 13, p. 3. ?ha other South &merioan
natiens were assigned to more or lesa unimportant positions,
and generally speaking, they played a. rather silent part in
,the Conferenee, althougb their observers -werse very actives
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ain. could. not agree. en the: proper raticn betwesn the ﬁollar .
and the pound as.a basis for stabxlization.l President Robso=
velt, keeping in close touoh with the Gonference frvm thhivgn
ton; warned thﬂt-American domeaticlpolicies of raising prioes
must not be 1nterfered with by any action taken at the C@n-‘"'
ference: | c I. -
, "American efforts to raise prices are the mast 1m~
. portant contribution it can make, and enything that would
interfere with those eofforts. and possibly cauge a violent
- price recession would harm the Conference more than theé
lack ot"%n immediate agreemenﬁ fer temporary stabilis
sationa. :

This. was the first sour note sounaeﬁ in the conference,
but the delegaﬁee m&naged to draw up =2 temporary statemant,
very carefully phrase& go as not to hinder the President in®
the full uge of tﬁe-inflationary powers mhich-congress.had- u
placed in his handss. The decleration redffirmed the intems’
‘tion of'the Géverﬁments‘wh1ch ha&-éuspended the gold standard
. Pwithout.. in any way prejudicing their future ratios to gold. Y
to bring baek an internatlonal standard ba-ed on’ gold," and
as a tamporafy expedient, "to adopt sueh measures ag thoy may
deem-moat effective to limit exehangelspecu;ataens."a-

@ﬁéreiwas every reason to belleve that chié proposal

gould‘Beﬁaaoptea;abuh on June 17 President Roesovelt sent &

1;91&;, pe 1¢

2Cited in’ Maxwell S. Stewart, ”International Agpocts of
- Roosevelt's Monetary Policy”, Poreign ‘Pollcy Re orts, IX, noe
24 (January By 1834 )y p. 2'73. '

Bgitea in xbaaﬁ, P 274,
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note to uecretary Hull 1nsbruct1ng him net to- accept the
agreement. Mis reasons he gave latep in a note dated July 2,
10833 |

L ; +The gound internal economiec éystem of a

" nation 48 a greater factor in its welleboing than the
price of 1ts currency in changing terms of the currene
cies of other natlons. + +So too, old fetishes of soe -
called internationsl bankers are being replaced by
efforts to plan national currencies with the objective

- of giving te those currenciles s continuing purchasing -
pover which does not vary greatly in térms of the coms
nodities and needs of modern civilizations 1let me be
frank in saying that the United 3tates seeks the kind -

+  of a dollar which a generation hence will have the same
- purchasing and debt«paying power as the dollgr value
whieh we hope to attain in the near future.”
-Anid 'such e dollar, of course, would have to bo a "idbbar”
‘dollar, and not & dollar arbitrarily fixed in a ratio to any
other monetary unit, ’
) The delegates to the Conference were amased and very -
‘@lsheartened by the news of the President's decisions The |
day after it was reeceived they went through their duties in
& very lackadaisical mapner, almost as if to say; “What's -
the-use now?®® 4. prepoaal for a flat 10 per cont reduction
of all tarirfs had beén floating around the uenference, and
1t was generally accredited to tha United States delegation.
on: June 18, Rey Pittman announeed that this proposal was not
efficial, that. 1t caue from the American experts and not the

American delegates.5 And all this after nearly a weah of

1czeea 1n Ibid.. ps 276,

2New York Times, Jume 18, 1033, p. 2.
BNew York Times, June 19, 1953, ps le
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discussion ‘of the proposal.

'"The delgates apparently believed that they coula as
longer count on the cooperation of the United States in any o
cocperative proﬁoaal. The New York zigggj cerrespondent ;
noted the general feeling thus‘ _

o1n the diplomatie circles here, the apparent cooi~
negs of the United States Government toward immediate -
stabilization was intérpreted as evidence of the predicted
incompatibility of the Roosevelt internal recovery pro=
gram and eay. widespread policy of international coopers
ation™ | _ _

The confereace &ragged-en through more tgag two weeks,
but nothing very important was'agqompiiShed. Eéépite Amer;

_ ieaa pretesiatiens- hat-tha‘lack of currency stabilization
agreements need not bloek any other propoaals, most af the-
delegates seemed to-foel that without such stabilization as a.
baais, further. discussion was uselesss The Conterence was
finally adjourned in almost compléte failure. o

It soems elear that the United &tatea.played a major
~ part in the failure of the Conference to acecmplish anything
of any imparténaeg The question of juSt ﬁhy Presiaeht Roose=
'uvelt refuaed to narticipate in eny currency etabilization '
agreemant has never beea fully answered, but ¢ertain1y part

of that e:plana@ipn 38 found in the fact that the Pnesident'ai
| u:m;ﬁ.ningneé_s.' to support anything mhzehmfg.ht limit  hig dom |

‘estic reéovery'prog;gmymade.pimvrefuse_to'aign=any§hipgifixiﬁg |

lyow ¥b§kﬂ?£me§w June-ie; 1933, p;-z,
New York Pimes, June 21, 1933; ps 2
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,tho value. of tha dollar.l -As one obgerver noted afterward. |
-'the Reosevelt nete hit the Conference at what they hed sup-_ﬁh
'pqaed,tp be-their;stropgeat point of_agreemsptqa It is
alSo-trué that the“preiimihary sPadeéérk of the Conference
had been neglected too. much, and that meny ather nationa were
never very ¢lsar about what thay wanted.3 Whatever the _q
reaean, it is eertain'thae-ﬁbe eomferencefs failure dealt
¥ g deadly blow to the world's progresa and international
cooperatien.“é |

At any rabe, as the scheduled inter~Ameriean Conference
at ﬂbntivideo in. the latter part of the year drew near, many '
of the South American éelegates, pendering over the activa }
ities of the United.States at tne Londcn-aenferenoe,,just |
‘concluded, must have wondered if the wellwknown Amerfcan
concentration on domestic policies Lo’ the exclusion of thelr -
internetional fmplications was not gé&ng'on éaumueh.gs eveg;

Good Neighbor policy or no Goed Neighbor;palicya,

;@he_ﬁgntiviaeo;Ganrevgnaé,gg'lsﬁs\

JnagtngAfraﬂdﬁhé£r past experiences with:the-intérsﬂmero.

ican Conferences, the Soubh American na%ions. and especially

iwhis is Maxwell Sbewart*s conclusien,_gg. Citss ps 277
‘end apparently the conelusion of most. of the elegates at tha
_COnferanee¢

23ty Walter Layton, "After the World Economic COnferenee“
Fereign~Affaira, XII (October, 19238) 4 ps 21,

309wa1& Garriaan Villard, *The. Dadagé to America: ih‘ang
don”’ Natj_.ong 6 II (Aug\lsﬁ 29 1983)‘? p! 1190 : .

YLoc. cit.
i
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Argentina, felt that they could not .count upon: any agreements
‘being reached in: the Conference scheduled for December 3, -
msaa? to allegigte the ?prtgpoug_sitnation of internstional
trade in which they warg finding the@selves-ln_the_summer of
1638¢ And certainlyfthé activities of thé-ﬁhited Statés at -
the. London Economic.CQn%eréhée haa not given them any assure o
ance that this 1nter~Am;rican Conference would bg any difs
,ferent, in thia respect, from the others, _ .

_- In aayg 1935, Argentina concluded a. trade agreement with
Great Britain which became Imown as the Roca agreement. By
1t8 terms;,; Great Britain agreed not to 1mpose any restrictiong
on the quentity of ehillad beol imported fronm ﬁrgantina“ In
raburn, Argentina agreed that the fuli-amaunt of exchangé
_proceeds arising from the sale of Argentine produets in Great
Britain should be apﬁlied to the purchase .of. British goods,
in iine with the Argentine “Buy from those who buy from us"

" polieys: And chg-twgrnﬁtiens_muSually reduced their tariffs |
in the.supplemeutanyrag?eement of September. £6, 1933, cleai«
_iy@;Argentiua'waS”not é%ﬁecting the‘ﬁnitéd:ﬁtates to modify
her tapiff .ahd.eaanitamﬁ; policies any more than she hed in the
pasts, | ' % ;
?hen, on Novembev 9, 1933; Presidenh Raesevelt 1eauea

a scabament announqing that, in view .of American temporary

: lnaym@nd Leslie Buell. e Hantivadep Conforence and
the Latin American Policy of the United States“, Poreign Pol-
1cx_ﬂgporbﬁ, Ix,'n@. 19 {Novambar SQ, 1933), p. g ==

|
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emergéxicy' policdies, the Uaited States’ 'couid niot ent-tar‘-updn-.w
immediate discussion of‘”such matters as eurrency stabils -
izatien, uniform 1mgort'proh1b1tions, permanent custome |
éuties, and the 1ike.“1u The whole thing aeunded very much
1ike the same’ 0id story of United States refusal to diseuss'
such "purely domeetic” matters as trade‘barriers. .

7 The- Gonference oonvened at the Bruguayan capital on Dec~
enber 8; 1933, under better feeling than had been axpected,
although Preaident Gabriel Terra ef Uruguay 1n his opening
_addreas reférred to the: Hawloy-Smeat Tariff Act and its
flariéntable resulte®?e 4‘_
Then on December 12, secretary Hull made the first ‘vig
 break with the traditional American pelicy by not only agree

| ing to discuss tariff rednctien, but by actually preposing

- oaal-became evi&ent.

such reductien through bilateral treasies.3 As

surprise wore off, the South.émerloan reactions

vifiéd by thé'syeééﬁg.
quite dependent upon Buropean markets; objected

that such aceiéh*might’ﬁnvbké Eurépeén reprisals,

a;genbinanand ﬁexie@'ﬂera;

S?lvadef;ﬁ?evuiﬁn& Raity,

aopn~as the

to this prop=
very grate |
all 6f them -
on the ground-

Eeuador and

Ghilb feareﬂ that such aetien weulé bleck a pQSsible Latin Ame

eriean customs union¢

l_ﬁwy 90%50 !|

But 3enerally the southern reaetion

b

2§harleﬁ &. Thdmaah, “The Seventh Pan Amarican qonference‘

at Montivideo®," eige o icx;ne_ar?sii

1934’$ P a?a .
31b1d., e ﬁo,

gmm?,

(J‘maé &y
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was, bighly favorable, and there seems: Ii%tle doudbt’ that Hrs
_Hull garnere& much good! will for the: United Statea therebysl
After aome-discussion, thﬁ Full proposal was adopted unn'

animously 88 a part qf the final Convention, where 1t wag

expressed, a8 Article-v, in these wordst

_ "Tha-Sevanth‘xnternatianal'ﬁanfebence‘af American
" States, RESOLVES: |
. That the govérnments of thé: American Republics
will promptly undertake te promote trade among their
respoctive peoples’and other nations and te reduce )
high trade barriars through the negotiation of compres
hensive bilateral reciprocity treaties based upon niutual
concessions; and |
_ That the governments of the Americen. Répudlics do
each subseridbe, and call upon other governments of the
world to subscribey to the policy and undertaking,
through simultanenus action of the principael nations;
of gradually reducing tariffs and other barriers to
mutually profitable movement of goods, aervices, and
capital between nations. o 08

The other bdig sore point aemong the South &merican nations
was’r@moveﬂAby Hnll on,pecember 19 whan he: said that. hencae -
f@r;h'the-Uﬂibéﬁ.States?was-Qppééed to armed"intervent1Qn'by '
One-nation in the affai}s of another for the collection of

debts or any other reason.5 And President Roosevelt unaers=

l
scored this statemont on Décember 28, 1933, in a apeech to
{ -||
the. Woodrow Wilso“ saundationz

. Te o »The definite pollcy ef the United States from
now on 1o one opposed to armed intervention, . The maine
tenance of éonstitutional government in other nations is-
not, after 311, }sagrad obligation devolving upen the -

m>1a., Pa 90. ' "?' -

| )

- Bipe Inbernational Caneren¢es_cf}Ameriean states- First
Sup lementg K ‘Wash' % pub: . '
oni wmenE for I ernatzonal Peaee, 1940). De 21.

Scharlas A. Thomson, ope 61t.¢ p. 964




‘110
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_;'United States alone. “The’ maintenance of law and the ore
| derly processes. of,government in this hemisphere is the
*V*ccncern of each individual’nation ‘within its borders .
. ... first of all, It 19 only if and when the fallure of
' “orderly processes affects the other nations of the cone . .
. tdnent that it becomes thelr concerny and the point to
* "stress 18 that in such an event it bocomes the joint -
'.concern of the whole coneinent in which we are neigh~
- borseh: ;

”;Withgthese ﬁ%o"traditional grievances of the SOutb Am-

'-Zerican naciona not enly dealt with but quite satisfacterily

:remaved for the tlme beang, the uentividee Canerence adg,j;

“%.f'journaa 1n an atmmsﬁhare 6f the most friendly and cordial

inter&Ameriean relationa wbich these Cenferences ‘had yet’
‘knowni The' 1933 pan Amerieanrbonference, 1ndaed, may be ;”./
marke& as the turning neint toward the growing fael&ng of
hemispherie olidarity which hae marked them since that time 8
| The United States further served notice that it meant
'.what it gaid by abrcgating the Platt: Amen&ment, beginning -
: the*negotiation of the-ﬁull reciproeal trade treatiea, and
;eempletlng the: withdrawal of all Americen ermed forces from.

'other American natians&s

‘l.

m

- The Buenas &1rea ConfmrenE~L2£ 16586 .

It was with_the 1mpetus of gacd will given by the con» -

| 1navid a. ?oppem gg. Cites Po 2724

Bcharles Ga ?enwiok, "The Buenos Adres Conferencos 1936, _
Foreigg Poliex Regerts, Vs XIII, no 8 (ly 1, 1987), py. 91»93;

33amue1 Flagg Bemia, Ope Glbes oo 768+760,

|
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ference of 1935 and by the subaequent actions of the United**~“
States in imgicmenting it& declaratians at that conference, o
that ‘the ‘Buonds Airea gathering of 1936 took place. ’I'he '
conferenca itself produced only generalized statenents con- '
corning tariff reductien, leaving everything to bilateral R
negotiatien among the various American statea. Artielea
XLIV and XLVY ef the final Gonvention recammended equality
of treatment in 1nternatioma} trade and centinuanee of the'j
bilateral trade agraement negotiations.l_“" | _' _

Gne action of the Cenferenca, however, inaiaated that

: L

sama rasidus of the reaantmant against Amsrican aconamic nat~
_’1onaliam remaineﬁ. Thab action’ waa the setting up of’ an
inter-American.SanitaryICQmmiasion to. regulate the- sanitary
regulations of the varieus statess The wording of the
Artiole (XL) shows that at least & veiled crack was being
'taken at the previeuslyldiscusseﬁ American sanitary regu» _"-'
1ationa barrinr Argenti%a beef from the tn&tea Statea:

%50 crganizabion of this naturo may bocome highly
‘beneficial throughi technical advice which would be ave -
ailable for Amarican countries; ‘and the creation of this

- organisation is of | real economic value, since it would
assure adequate sanitary supervision of the -vegetable -
. _and animal life in; the varicus countries of America, end
- ‘tiould mesist international commerce in livesstock and -

 f'agricultura1 products; eliminating unjustified ob ections_
of a prephylactie nature which restrict importa. .

4
!: .

' iwhn Internaaianal Cenferenees of kmerican,statea, First'
Eglement, 1953-1040; @_f £ w»_!f' -

%nea 3.':1 Ibidn ppq 1694 rm.




Thia commissioa was nev?r effectively organized, but the 'very -
presence of Buch’ -3 reccmmendation ‘serves to show that the.’
new atmospbere of»gOGd will had not nntirely dispelled Argeno
'tiae resentmant of American banning of tneir beef¢

‘ Tbe 1936 Ccnference accomplished ne earth-shahing con-'
“erete prejeeha,ﬁbuc 4t ¢ontinueﬁ very weli the trend toward
'good will set up by the iontividea Gonference of 1933. And
it prepared the way very well for the continuing of that *

good will 1n the ferthcoming Conference of 1938,
. _ﬁ _

The Lima Canerence of 1938

. ;1 :
The Inter-American Conference of 1938 saw . the firet

round of what was to become the new battle in the- Pan Am&ra S
fcan Conferences, Lhatlgver how far the nations should go
‘ .in'declaring'hemispherib golidarity, This waé'to-becbme-perﬁ’l

haps an even greater atruggle than those over trade harriers

" and 1ntenvention. It 19 net, our nurpose to discuss this

atruggle at length, giving the verious argumsnta on both
Bides, but rathe“ merely to show how tne battle progresseé
and’ what part American poiiciee of ecenomic netionallsm had
in detarmining tha outcame, | . -

| Secretary Hull askeﬁ for a- hemispheric declaration of
'so&idariby against the Axis pewers, but Argentina, aupported
to a lesser extent by Uruguay, ?ara@uay, and ﬁelivia, balked
aﬁ the 1dea ef affending the G@nman, Italian, and Japanese

gonrnmentstf Aa ‘one observer noted, their attitude was in




. ovenomic welleboing, - i'

‘final Cenvanhisn, 886 mne_z
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part conditioned by tbéifﬁet'ﬁh&t“meéﬁ of them wore very dos

. pendent upﬁﬁ-thﬁlﬁurepe&ﬁ markets, aad*thﬁvefé?e-tbey feld

that th&y eaulﬁ not affera to riak tho poaaiﬁle aeeaaﬁis

Vrepvasala which such & aaciaratien might bring upon *hﬂmql

Ve have slroady’ éatermina& ‘that Amoricon econonie nationallsw

has ylaye& a part in tna fermatiea of this sttitude in certain

- South fmerican na%iaua that their eaonomio destinics 119 in

ﬁurope and noﬁ with-ﬁhe ﬁﬁiteﬁ Staten, ?hererﬁra, ve mey

caneluﬁa that Amariean aoonom&e naticnalism played a part,
Shough perbape not a aomiaatiag parﬁ, - tha reluetance of
certa&n\aonth~Amarican-natiena, particuxarly Argantina, to

antaganime whaﬁ thay ﬁeamed %0 e nations aasential to their
|

i o : . .
'mn@‘ﬁinﬁl Convention carried a statement to ths offect

- tnat the Emeriéﬁﬁ=natiaﬂs-w¢ald conoult with each other in

the evens tﬁat ths peaee or seosupity of any ef thea wore
manﬂeea,by thﬁ aezi@ns or & nonsAmerican nation, a sufficiently
g@n&nalizaﬁ stataaent a? ae not to antag@nlze any nationag
onae agazn secretary ﬁull yropoeed an arzicle 1och1ng
for more vaﬂuction of Sariff harriors thprough bila&@rai
negotiantion, thaugh in view of the faot that the Germnn

trading polzei@a or barter and ae&i-marma were then at t%eir

L 'l' i:

eharlea A. Thsmsan. "Reosults of the Lima conference,”

04 o 3SPOP Iy .X'-' Hos ) (Eﬁm’eh 15’ 1939)3 P de
2?@9 tne sexx of tha aeelaraﬁ&on, Artlele CIX of the

Lternatienal Genferenees af the
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height made such s statement somevhat innooucussd

Dospite the faet téat the regultz of the Conferente Woprs,

. from thoe poing @ffv19W1§£ the ﬁni&e&’$ﬁat995'ﬁ@mGWEaﬁ'diag

- appointing,; the ﬁonxéraéaa carried on Uhe trend of goofewill

and general hemisphoric friendship and llkeness of point of
~view which was bwaomdmglmmve and more & characteristis of

_ thess conforencesy -ﬂmdaib was dbocause ot thic groving ate
- titude of friendﬁb&p thét the ﬁm@riean aaszens we$@ not
caught 9otaxly unpraparea for the ouﬁbreak or ﬁhe European
| war in &aptamber of 1939.

;’éﬁw

eting of 1089

4t the 3&9&03 Air&; Confercnce of 1986 it ﬁséihéan-éai
olded that #ﬁera wculﬁ'ée-aollsetiva_éﬁaéulﬁatﬁon %in the
event that the posce o?jﬁh@uﬁmariﬁam Ropublice is menacods®
In 1038 at L&ma';tgmaS'%aeiéqd.ﬁh@% such consultation shovld
be earried éut-byigeanaéof&msﬁ%iﬁga-@f @h&ffaxagg&wmxn&ateva
of the American rapu$1iéé‘ Consequently, ﬁéon;aftar tho
doclaration of wap 6& Garman& by Groat Britoin ang ?rance;
8 moating of ﬁha Amm*&e&n foroign ninisters was celled at
_ Panama for aepcemh@r 23, 1980,

At thisJaeeﬁing {caiiea & weoting te distinguish fte
praeeaure frem tha interuﬁmar!caa aanrsreneaa proporis the

‘Amariean natiana daelaved thelp neutrality and thosr sollde

- i
s DPs -gs’aisgszﬁé

l;b aq

n
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_ﬁritf 1nlmuchlthe.same general'teﬁms és before;* The main
purpoae:bf the-Couferen%e was td make{elear American neutraqf.
14ty, and to 1nitiate s%ma.kind of cocperation for the main=
tenence 6; bhaﬁ'aeutral%ty; so the large problem of hemige
phorie soliderity in regation'to the-hemiéphéve's=positian_
with regard to¢ the war between the Axis and the democracies
was present only implicitly. This same eonment may ve made

of the next meeting of the foreign ministera in 1940.

The Havaﬁa MQeting of 1940

[

on July 21, 1940, éhe foreign ministers of the-Amprican~

republics again'cbnvenéé; this time for nine &ays. Their

most important action c$nsieted of preparing to combat the

menace of the "fifth column" by including 1n the final Conw.

k\xr Coa

vention Article VII, whieh rogd in part: - o e

"The Second meeting of the ﬁinisters -of Foreign
Affairs of the American Republics RESOLVES:t -
_ ‘One: to reiterate tho recommendation mede at the
first Consultative Meeting held at Panama to the effect
that the Governments.of the American Republics'take -
the necessary measures to eradicate from the Americas
the gpread of doctrines 'that tend to place in_jeopardy
the common 1nter~American democratic ideal!', and also
that. they take the'measures which mey be advisable to
prevent any activitieg suscaptible of jeopardizing
‘American neutrality.-3 :

From our point of ?1ew, hewever;gfart.whree of the Adopted

lr’or the text of thase declﬂrations, see The Internao ’
tional Conferences of the American States, Og._ﬁ tss PPs S15=343,

2Ib1d., Pp. 354-357.
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Resolution wvas. quite significant. Iﬁfread:

| (a) To OOOperate with each country of this cons - .

- tinent in the. study of possivle measures for the increase

.of the domestic consumption of its own exportable sur-.
pluses: {b) to propose to the American nations immediate
measures and arrangements of mutual benefit tending to:
inéreade trade among them; (c) to ercate instruments of
inteévr-Amorican cooperation for the temporary storing,
financing, and handling of any such (Surplus) commods
- ities and for their orderly amd systematic marketing;
(d) to develop commodity arrangements with a view to
_assuring equitabla,terma of trade for both produsers -
- a3d consumers of the commodities coneerned; (e) to recs
 cmmend methods for| improving the standard of liying of
- the peoples of the Amerieasi (f) to establish appropriate
. organizations for the distridbution of a part of the sure
plus of any such commodity, as & humgnitarian and social
- measure; (g) to considers s .the desiradbility of a

broader aystem of inter-American coopserative organization.

in trade and: 1nduatria1 natters, and to proposes +
measures. . swhich; may be immediabely necessary in the
flelds oi eeonamica. finance, money, and foreign OX™
change4" . _

II
Thia proyaaal was aigﬁificant bocause it was the neareat
- approeoach to the 1éea cf a hemispheric. cartel, shich waa

receiving mueh publicity at the time, and beogcause 1t was the
first real appreach to éhe very real problem of aurnluses '
within the hemisphere. lsust how far this idea came to be
carried out wve ahall see in the next chaptert

Nedther the Panémafnor-the Havana meetinna, however,
- wore iumportant When com%ared te the cne whlch.took place in
Rio de Janairoxin 1942@ "In the interim between the Havsana

meeting.and the 1atter meeting,'aapan_attacked tho United

1Citea in Howard 3. Trueblood, "The' Havana COnference of
1940 "_ﬂorai' Poliex Haports, Ve XVI, ol 13" (8optember 15,

s DU . g

]
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'szatésuam'Peaﬁl-Haﬁber}iana beth Italy and Germeny had de

elored war upon Amariea§ Here, then, was the acia=test of.

the. machinery of coayeration and the. general fealing of geodf-_
will ereateﬁ by'the Canrereneai from 1935 to—1940. Here. waa.
to be the final test rar the rLalisy-and the atrength or auy
-'3eancapt of hamispheric ;oiidar;ty._ Hera wore to be raund

the fvuits of the pravfoua tw@pxy yaars of Ameriean policie@-
 toward Bouth: america, batr baf?re ths Gaod Weigh?er period ;
and after‘ ‘In oup discnsaian of LA a c@ursa ef tﬁe maeting :f\_
-of 1942.is t0 be fauna|aqma arltha mnat 1mportan§ eenaequencas
of &meriaaﬁ aaonomie aatianal&am tﬁwar& South, Amérlcea; . fer
while we eannot 9&3 that the effect of thode: polzcies played
& domina%ing part in tge outeowss of that ﬁaating wé ¢an
.aay that ib did piay a nvtieea#le and important parﬁ in that

L

outhmeg

RS AR

The Rio de Janaire Haeting of ie 6
5 -

[ ]

By Decomber 31, 941, Ies" than & mnnth after the United
states was plunged into’ war, all of the South american natiana
had taken some sord of aetion ho expresa their sympathy for
the Amarican-causeu Eelumbia.and ?aneausla aevered diplom

%

matic relatiens wﬁth the ﬁxis pawera; Argentina, Eelivia,

chila and Uruguay agread to cenai&er the United States 8 nons.
bslligarant ﬂo that American alipa cauld uae thelir harhors,

and the Enibea States genarall# ceuld not have the lavws of

: nautrality applied to the aatr$m9nt of its wap- efrartz and
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Brazil, Beuador,. Paraguay,; and |[Peru made formal. declarations
E 1 oo . oo

'of’their'sbliaartty-witﬁ-ths United $ﬁat6851 on- Jannary 2,

'the Argentine 6hamber of Dsputiea passed 8 vote of censure
on. Baron deund von Thermann, German Ambasaador to Argentina,
and asked for' his ramaval and ibe recalling of . the Argentine
Ambagsedeor from Berlin.3 So, éenerslly speaking, Yefore the
mesting waa ealled. all the. Sa&th Ameriean nationa had taken

“ gpocific actions of varyin@ degrees of aeriousnese indicating

L their friandship for the vnited states. _

- Oswaldo Aranha, Foreign &gniater of Brazil, ealled the :-~V{L o

'whird Hesting of the Foreign ml.nzsters of the American States,.

'1'Sohednlad for Jhnmary 18 at the Brazilian eapitalq‘ It was

i~clear that the ﬁnitod States wéuld aak for a unanimous seve .

_er&nﬁ ¢f diplomatic Pelations with the axis by the American

republics, 80 the southern nations began to- form their poli- '

.cies well in @dvance of the meeting imaelf, ‘

- On January 7, Dr. Bnrique de Ruiz«euinazu, Foreign Jin- |

'1ater of Argentine,. mada a apeéoh in which he eteted that,

| whils argentina would caoperato freoly within the limita of

previcus agraamenta, she was n?t willlng to becoma a belli=

\garent.s ﬂruguay-declared her?alf in favor of a Jolnt break

David Hﬁ.PdppBr. “Tha Bié de Jeneirs Canerence of 1949,
Forelm ?@ii¢flﬁa d;ts, Vs XVIII, now 3 (April 15, 1842), p+ 28,

aﬂew vak Ttmes, January 3, Py B8s .
smaw Ybrk Timss, Jannapy 6, 1942, P l. 19,

5
IE |

-

|
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i

with ﬁhe‘Axia pewmrs. ana her
délegaﬁea to aupport auch & re
aranha atatea that Brazil weul

1ty ¥ bhau@h he neglectad to
Iterm.g: Ghil@an Foreign Hinist
shipboard on hia way té the Me
nagsd the ﬁrgentiae atand, and

ths dangers of ”thseratical neutrality® and regianal hlocs.

’ 1159 .

:ahinet inﬂtrueteﬁ the Uruguaganf
selutian.l 'aa January 13,
h ravar “nenboiligerent golida

Gefine that samawhab ambiguaua

?r Juan Bautista Roaaatti, on

atsng, mn&ieatsa that he disparu-

ide eevaral rﬂmarks about

-ﬂ3
I

@an@rally speaking, 1t waa ¢loan that “most of the SGuBh Am» _"

_erican nations wers prep&reﬁ &

© taka draatio sﬁaps, but thac

Argantina still wiahaa to presarve the principle ef neutpaln

| ity;

'bliah.a bxoe or Sonth ﬁmariean

- to. the 1nf1ﬁence of thp Pnlted

plaa axistad. @hiahxappeara 8¢

Tbare was evsn sama talé thmt Arganhinn wanxeﬁ o aata— )

countries aa a couaterweight“
stabes, though 4f sueh @
lubtful, it uao effectively

quaahed by the statemanta of ?oletti, -

Ths Meeting opened on Jer

uary 15 with e dpeceh by thﬂ

hsad of the Americsn dales&tion, Undernearetary of State

ﬁumnar W@llan, whm askad for A ¢ampleta aevereace of dip- ; '

.1zb1a., Ps 11., !
Igﬁem York Timaa, Januaryl
5ﬁew‘¥ark Timea,=3&nuavy|

o *Bavxd He Popper; _Ep Ciﬁ«. piiR8s

12, 1942, p. 8;
14, Pt 1t _-

. ia




' 1ematie relatiens

_ 16, Golembia. mexico;-and Vene:

1o

1th the AK:& nations.l' And On Janu&ry 44

uela. jointly offered a rea»

' olution oalling for the complete diplcmatic brsak with the

31f, 8ince thay wer

“ffy dene so.g |

From tha beg;nning 1t was
%

R

;wera bhe omly two natiaus eppo

|

3 tbe three American pswers T

clear that Argentina ané chzle
aing the complete~break policy.

”&cting President Raman 8, Castille axp"esaed the Argentlne

'peinm of view 1n.a newapaper 11

'fhe saids

IR * the internal fiald, Argentina mast: reconoile
. -many 4nterests, and. this ia the reason why Argeatinal a

© - . Ainternational pesitien 15
S people ‘wlghy™

|not a8 spectgcularAas aone

n?his stahement may have refervud to hhe German and Italian

 popu1atigaev&n argentiaa; or 1t may hevo roferred to the -

fear‘of7163ing Argﬁntinpfe~ﬁur¢
a8 not 91ucidateo l

pean marketg,~3@n9r-aaabilio

_On January 17 Castillb oraere& fourteen German 1eaéerﬁ‘

and posaible fifthecelumnlsts in Argentina to be jailed, and

: the calk that Argentina=was prw«Ax&a-&ied dgwn(semewhat§4

@n Jannary 18 3razii tool
L

1?0:» the text of his speech, s the How York Times, Jene

uax’y 184 1942@ P& 24

tho lead in arguing for thé

gﬂew Yorlt ?imea, Sanuary 37},19@9,5pi i¢

Pe &

Neinbrk Pimes, January :ai'iskaglps 28y -

! . '|

nterview on January 16 when - «”5

e - e mrm———— = tnn - —
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conpletambreak reaolubien1as P
Vargas ‘became: very &ngareb at

fpawers wore puttiuo on him to

On January‘IQ bcth Chile&

121

°esidéﬁﬁﬁietat0r‘ﬁetuilb'

]ha pressure which the Axis

block the\resolution¢1 

r Presidenti&l cand&&ates, .

"Juan Antonio Bioa, representin% ‘the Popular ?ront, and Genn'

Hsral Carlos Iban@z, reprGSentigg the- rigntist elements,

ﬁdecxare& themaelies og - against
'Axia powars, although Rios was
*ta the democratic cauéea'

Thﬁn, an/J%nuary 21, arg@

Sugpossdly.mOrgygympathe@iew;f

T
NEEAL fa -
7

an outwandnout break with the¢'

i 'jVjeoted tﬁe compxe

ftina and Ghila fbrmally re¢ ..

Vteubreax resolutiona
P i A
'astillo whieh gave.much ¢redence to the

Aa statement frm

report that casbillo himSelf was running the Argentine dgle» f

2

gation‘s pQIiGYp and that Ruiznsuinazu waa msrely his mouth-'J'

pﬁﬂcﬁa Dr. Castillo explaﬁhedf IR | o
) . “Argentina*a position is frank apd well-definad,
- and Poreign HMinister Ru&eruinazu has carried out his

. instructions with the greatest intelligence,

we. have takem is- rinal and we belleve. that our thesis .

in the last enslysils is the one that most closely cors

rasponds to this contineﬁt's interestsys In any cass,.
whether mistaken or not, it faithfully interprets. the
- publie sentiment in Argentina, which does not favor &
rupture of relations and In a still greater degree. ..
opposes a declaration of wer, The. gosition we have.
. taken will 'not unaergo any changes

o ._w
1

‘Wew Yox"ic- ‘@me’s,-‘ :"aauézvy' Le, 1942. Po 1y

2yow York Times Jenuery 20, 1942, ps 04"
5N9W ‘ (=Y 8 J,an“ary %1, 1942, p. 1’

Fram Buenoa Aires came,'

The stand_

S ——

S ——————



H ilanguaga aid mueh to block ony;

" a statement vas very insultin&

ol

is2

The strained situatiqn waL not halped any by & public

~ atatement issued. by Senmtor T&m Oemnally, Chairman of the-

Senate Fereign Relations 00mm1tte@ on. Jannary 21, %o tha

effect that Argentinpa was iike

-a-gamblgr ﬂattempzing.tq

play bath the. red and the black at'the éame,timég”ithat,

unless she cooperated eha migh

£4nd herself, "out on-a.limb

unlch might be cut. off,” and spggested that Argentinians

should repudiate Castillo in the coming elections.i Such

Waahington, protested it vigoruusigﬁz.

to a proud nation like Argen-

_ tina, and Dre Felipe Esp;l, th@ Angentine-Ambasgadqr_in

Seerotary Bull said

& COnnally spoke only for himself, but: his higﬁ'yééiiibn in

American governmental circles and tne 1ntemp@ranee of hiar

%meen the two natiens.g

i -~

possible rappraahement be-

On January 23 a ccmpromisa resolution mereiy "recom-.

mending" a break- with the ‘Axds

-accopted;

: “IQ
claration to constéor any|

was drafted and unanimously

Tha toxt. Waa as fﬁliowac

‘The American Ropublics reaffirm their dée

fict. of aggresaion on the. part

¢f a non~American State sgainst one of them ss ‘an.act

- of aggression agaanst all|
-~ dess an immediate threat
 dence g§ Americas |
9

of : them, constituting as 4t
;0 the 1iberty and indepenﬁ

The American ﬁopublica reaffirm thair come

plete solidarity and thear determinatien to cooperata

. Sl
) A | ,

lﬁew-York mimes January
-enavid He Pepper,_gg.

s e o

S

_cﬁtL

1942; 23& 8; D
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'joinbly for their autual P
of the present ag@ressian

128

robection until theaeffects .
against the CDntinent have.l

L 4isappearedy
: I1T: The Ame?ican Re

publiee, in accor&ancé with

- the procéduros ee»ablished by.thoir own laws and in cons

. pormity with the position

{and ecircumstances obtalning

““in each country in'the existing continental eonflicty

: reaammand the breaklng of !
 'with [Japan, Serpiany, and b
. State
v evicdn eountrys
IV,

theipr diylomatic rolations

taly, sineé the firstementioned
' attacked and tho other ewo declared mar on an Ame _

Finally;“the Aneyican Repuhlies deciara that,\”f

f:” prior to the reestablishment ‘of the relations referreéd -

~to in the preceding paragr
thenselves in aider that t
ary chavacter‘ :

'There were als¢ passea a number
“ﬂceoperatianm havinp thei Shited,

experts to tha Latin &meriean ‘

. And: ome. (Artiala ¢1v of the fin
the stuéy of the poasibility of
.the establaéhment of a salf«sur

L

Tha MQeting adjaurnad on ﬂ

aph,; they will consult ameng:
helyr action nay have & solid.

of r@’ﬁﬁluﬁi@nﬂ on .@concmi-c,

StaCea alloeate essential

lountri@a whieh neea tbema_'

al 6onvén%ian) reébmmended'
& custcms unzon leeking for- |
ficient nemispheric bloe.g

anuary 28; on January 24

Paru and Uruguay formally severed rela%iens with the thrae-

Axis powers. Paraguay and Beld

Enazil and.Eeuaga? daig ghelsamJ
ombia and Veneguele hed alrcady
_Ghiieﬂreﬁaihaé,fﬁsir aiélamatiq
.Axis nationsg - ; »
Buring the coarse af the u

mmah haa baen Wribten abeut why

1Cited in David" R..Popper,
xbid., DPe 34. '

.

1

|
wia fallewed on  the esth.

on the eazn, and aince 001-
éon9 eo, only- Argﬁntina and
relationg with thoe three.
beting and sinee that tine,

Argéat:ﬁghanq Chile pursued

92 Citey po 30,




" fment herself and waa therefora

the course they followad. lan

_took the point ef viewlthat Ar

‘other- commentaters argued tnat

. -

124

y periédlcalsiand newapapers
%entina haa é Tasciet gevernw ,3
sym@athetic te‘th@ Axia causeg

Argentina maa so completely

-"_antiwwnitea States that she wo

:night proposeg anﬂ atill others actually argueﬁ thac Axis :

,fifth«ealumnista had Gastilla'L ear and wers in effaatual S

;control of the Argentine gover
' The final and definitive
-tina and Chile refused te aupp

"71utién and, to why they have 8
with the Axia powers ia not aemething which can ba disposed e

of ag aaaily as many cf the ab
‘have dones Uany end rqtherng

'fﬁrgéafinﬁ anaushiléanfﬁﬁlieies

.RESWQZ‘ as. te jugb Why Argen’_:_'l_l-;._.-

uld opposs anythin$ Which Weﬂf'“

m@nt e,

5t the oompleteubrenk reao- e
Nce refuaed @a-aaver reiatiena”“r
aveum@ntioned eommentaters ? R
nplax factor& éntered intO-théf‘f

which we are s yet unable

fully to analyse,
suggest -seme exgl&natians for
nearer th@ truuh than th@ apep

American periedicals. It-will

study to present S full and co%plete discussion of those ..

explanations, but rather to. present the more 1mportant

and mora obviaus faceors, ana

i .
vasidue 1eft by Amerieaa polic‘

toward those‘cgggtr#es playeds]

'Aiad '-"yatr it does seéem »qﬁi-ﬁe’pé-semble to .

those policias whieh may eeme T

Leatic outbursts of many

not be the purpose of this

I .
ko 1ndicate the parb which the-

[ea ef-eQGnqmig_nutienaliam




- theé Sanitary Canmnticn of 1935, and ‘the fect that Argentina

.'E .i 125

¢ ‘popper presents these fectors: as of mgjor t importance .

in: '{:has A‘rgem'in-sﬁatti-wde‘:‘l O IR T
“Ys  The ﬁaelationﬂst desl°a to- avoid invalvement 1n a .

foreign war, fully comparable to the sttitudeiof the United

.State§ bafore Pearl harber (which few would dascribe &3 pro=

" Axis.e
- R “The historie tenésncy to opposeuﬁnitéd States leado :

eranip in American affairs. - .

© . 3¢ Stromg culbural tles aith Euﬁopa rather ‘than with
the United Statess ‘

. && The lear of Yazi displaaaure 4n the event of an Axis
triumph, which might leave Arg?atina &xeluded frow the poste
Luigar- Buropean market, prostratelher ecenomically ‘and even

threaten her independonces | -
! 8¢ The presence of many Itaiians and Germans.
6s The unﬁemeeratic, consepvative nature of the Castillo
gover“nent, . : | C o -

_“The fourth suggested factor is ot - speexal interest for -
- oup’ purposee, for it Suggeat? the possibility that the’ leng

‘;wnth Argentina ever tapiff bars

riars, fluctuatlng currenéiﬁuf the Ameriocan failure to ratify

u . ?‘} E '

”-has traditionally had an unfav#rable trade«balance in her deals
' &ngs with the- ﬁnited S»ates has left An Argentine thinking tha
idaa that eccnomically she has always and will always be tied
“te Eurepe, ne matter. Wha &ominstes Lurepe, and net with the
':Bnited States. Therefore, reananlng rrom this premise, 1t is
7net difficult to 866 that Argentina a!mply would not dare to _I

[

'ﬂrisk economie rétalzations by L displeased Eurapean conqueror :

'Vas long as her ecenomiénwell~being is, as ‘we h&ve seen it to
- i
“beg &ependent upon the profitagle export ef her meat, wheat,

and other agricultural commaaities, ’ fw'_.m
,il . \ ! H . ) .
1Dav1‘d 2. Pepper-gr Ops ciﬁf_n,’- pgg_l.sd.:_




it

© Nér 35 this ﬂ@ar.ékalggln
e e pubtery wnden e

1ha‘.“” It was

RNy U

down the word;ng ef bna solidar
1940. <1t hasy tn@e@d,ﬂleng be

foreilgn policy, a& one'observe

,Q.w_‘
-”(‘53:;':— -w- A

|

—x
£

e et i e e
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k]

e

\her export warkets ‘something
essure ‘of the paasibility
ﬁresent dn her desire to tone.

%ty declarationa of 1938 and -

aq an 1mportant faector in hiop .

& Poiata out: -

“Argentina ie skegti

B of any Washingtoﬁ poliey

which looks 1ike @n effort»wo line up the Western Hem~

isphere nations in anythir

block.
than to most of the Weste

suggesting an anti«~Buropean

¥
Bxpord trade- is me%a itaportant to Argentina

m republica, and nearly three

gquarters of hers 15 norms

- Bueno® Alres govermmonta 6f geéveral political complexions

llylwiﬁh Burepe, . Argenting; as

have seen it, will have to take care of threats to her
independénce and integrity vhen; a8, and if war or the
emergencies of totalitarian peace should prove her in

arror,
: customerss" }

M@aﬁwhila she canhot afford ¢ offend her best

'E

COnsiéering that thia atatemenﬁ wasg- written somgtime during

j194®, 1t makea & very reasanab

of the reasons why Argentin& wl

herself eff;frqm‘aiplamg@ig 4n
onomic inbe}céurée~wiﬁﬁ;any Bu
ally take a 1arge shara of her
_ Perhaps %he clearest expl
tude, from the standpeint of %

'nationalism's-effeets and cons

ke-axplangticn-ef at ;Qast.pavt

as:andiie~éeiu¢tant'to shut

POPosn, nation wnich might norm=
eXportss E* |

?natian of bhe Argentine attis
he efreots of A&erican ecenomic

aqueneea, is- tnat Argentina wag

not 80 much oppnsed Le hreakiagfoff w&th the AxAs powers as

she was of neeessity opposed t

1Buncan Aikman, The All
day, Doran and. Company, Ince

.
'!

A breaking off rélations with

S

| . : :
LY o : A
3 '

zercourae an& c@nsequently ec«ljj

meriaan Front (Héw Yorks Double-.
300, -
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‘any power or powers 1n Eurape,fwhatever Lheir poli dcal com=

»tionalism is the gele cauae ef
: ecenomic dsstiny 11@3 1n

endanggr future markets was thaﬁqole cause“bf her refuaal to

"_join the other American natio? vewe<ihg diplomatlc re~
:;lations wikh the axis.?’ everthelaaa} 1t aeema entirely rea-'

ﬁvsonable to ceneXude that thosalpolﬁcies of economio nation- '

-faliem and their effect in makihggﬁrgentina believe tnat
econOmically she mast look eva% eﬁebward iﬁsuead of north@ard

'~;as well as the political antagoniam which they arausea, played

:seme'part in farming the Argentin@ policy tn the Rio de Jan- A

~ eire Hesting. of January, 1942 | . VTE
The attitude. of Chile in ollowing &he Argentine policy

;is perhaps less claar. 'Fopper feele that tbe attitude of the E

’cnilean representatives was. eaiditionednet~least in part by :
the fact that they believed ‘that here waa a ohance to drive :
, & hard bargain with fhe ﬂnited Statea.l CQrbminly ahe demanded
.military and naval aid, ang, a. seriea of farwreaching economic

and financiai_comcesgiopg; sqmz of which WFre opiy remetely

'i
B

s

N
“David H¢ Popper; Ops Glgwy'ﬁg'ggg;:: s

o . oo [
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conneoted with defende ifnee:dsﬁ* Chile, by this time, must have

been. gatting rather acéﬁsto@ed ‘to the sconpmid order of doge

/

eatvdbg, gnd this tine it may: ﬁell have 1oeked to hoer that

the United States, ana net chila, yould provide the. reast.
These, then; wers the nol&ﬁical consequenae@ of Amsr1~
can economic. nat*onalism 1n Souﬁh America as'they wers
demonstrated in the dig;cmacy ?éﬁhresultegqf.the-yarious |
| IﬁtérsAmﬁricﬁn C@nféreﬁ%es froﬁﬁlﬁée.ﬁhrdugﬁ.lgéegf They .
were not entiraly happy conseq;an?és; but ene wonders how-.
mnohvvcrde they might have beeu h&d not the Uﬁiﬁeﬁ Statés"
'.meaified its golicg in 1935 aa? carried through.aa consis-
bently 1n 2he 1ine of the good'neiwhbor as 3he has done, It

da the effects of these efforta at ramadyi&g the ba& con3e~ -

Quencea ef that. eccnomi natieaaliam in South America to the*“”'

consideratiga of which ve et nov turn,

12222@; pe 3




. CHAPTER VI

EXTERVAL CONSEQUENCES:

Iﬁ'@hould-bexoleavfby now

REVEDIAL EPPORTS

that muech of Amorican oeonome

¢ nationeliem toward séuth.Amepica-naa not been tho result

of a deliberate attempt to Plun

der those nations in inters.

nat&anal trade; neither hae 1t

Amepican policy of autarchy. I

cone a8 the result of a studied

t has ¢ome rather fron an ale

most scle emphasig up@ngintarnai and ﬁomestic-economie eons

ﬂ

si&arationefwithin the United States, and a'carrésponﬂiﬁg nee

glect of the 1nternat1onai econ
and effects of such & policy.

Progident Roosevelt ”torpedoed“
of 193332 and it haa.l%ngely b
American egonomic.natioéélism t

In récent yoara, héwaver,

States a growing awareness of t
our high tafiff, sanitary embar
QnﬂmibfﬁQtﬁﬁnalismf %hérelhas

thoge offects have médeﬂfér-iil

1See Samusl Flagg Bem&e,
'iked Statee, pe 721, and above,,

omic and political implications
?hia was the story of how

the London Economic Conference
eon the story of the course of
award.$outh America,

there has come in the United

he international effects of

30, and other policies of ece
Fome an awareness that many of -

Lfeeling toward the Unit@&

Al Diplomatie History of the Une
Il PPs. 10b=

e

]




Stdtes by:many foreign ﬁafiéﬁs,q

erieca,
to relieve and remedy t§e s1tua

order to tranﬁform'apmeipf that

And with that awareness

130

especially those of South Am=
has come a series of attempts
tion as much ag possible in

111+will into good=-will, The

effofts-at such & trané%ormation haveiincludaé such things as

Nelson Rockefeller's approacheﬂ
about closer oultural underatan
ious Ameriean artists and athle
professorships, and thellike.
fall outside our studysmimporta
reagon that they are dééignéd ﬁ
the alleviating of eeonomie naﬁ
The nature, ‘6ffects and aueceeé

ortant eonsequencea of Amsriéan

South Americé, will be ths subj

to the problem of dbringing
ding, gooa-will tours by vare

tes, exchange scholarships and

lThase romedlal erforts, howaver,

Ft though they are, for the '
%-accemplish other ends than’
ion&lism and its effects.
of5amefioan-efferts to6 reduce
qftorﬁs themselvés being impe
economic nationalism toward

ect of this chapter.

rol Committeo

The coffee_ﬁeni

When the Europesn War brok

the coffee~producing nations of)

gﬁf-eent of theiv'coffeé-mafket
gerous situstion for au%h a lar
Brazil,
cent of the South Ameriden coff

The United States, whi

ana.atrategic_poeibicn go'abart

for the American market by cutt

ing prices,

° oue';n-september, 1939;
South America lost about 30
s« This was a particulariy‘dahw
ge coffee=producing naticn as
ch normally'takea.abeut 56 peé
66 crop, was in a very excellent
the coffee producers battling

Indeed, there was




e it e e

13

ae reaaen whg Amar&ean.ccffee importars eeulﬂ not dietate

"-.amtrewaly 1oy prices becauee of

e rodueing nations for selliag 15

L a

tho neceaait? of the coffoow .

olr enlarged surplusess And

" Bad wo beon following PA policy ?f unadulteraﬁaa econemie nge
i

ftienaliam, We ﬁoﬁbtlasa wauld héva done Just thate

But by 1939 the ﬁn&ted stutea won aware of whot bitters

. ' x
| ness tawara herael’ such a poliéy might wall cause anong the

- southern rapublies; ang ma vere

committed to the policy of

th@ ”gﬁna neighbor,” And S0, imﬂﬁeaé of letting the coffes .

Qrodueare euﬁ priaaa fev tre puMQose of fetting cur market,

the United: Statea entared into aensultatiun with the Intepe

,Américan Finaneial and Esanomie

Auvisgry Comnmittoa, sh@@p .

Yiad beoa establiabed at the Panama-ﬁeé%ing of’l@SQ.f'@ﬁaﬁ.¥

"cammittoe éraftea an agweemant Biviéing the Gnacee seateﬂg5

mariket ammng the various cﬂrfsehaxpovsang natiems, aet up L

I
gpecial board to aﬂminzeﬁer the

anauimg spaeifiu-ggcblams,

ana,thareby, while-&epriv&ng Ameriéan& of ohea@er-uof?ée;

navarthaleas prevancaﬂ what might well have amounted to. a

|
paniec in the eofreanproﬁucing South Americsn nations,d .

?his vea 6 far cry frem o]dﬁlina economie natiénaliﬁm,

and our raagy acquieaaanao to .the plan @14 much to bolmter

B pro«inited Statos fa@l&gg,-aspe&ially{in_ﬁvamilggy

Tho some sort aflah—arranﬁémmnb was tried for eacae and

13aba c. ﬂeﬁil&e, “ﬁartime Feonomnic Gecperabion in hhe

Amoricoa®, Forei Pelic

1948) ;s ps
glbién py ﬁ’gﬂd

¢

Re.orts. X¥II, nos. 28 (?a&ruary 15,




vhedt, although dot-sa

_administrative problema 1nvolqu.
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\
eucceSSfully because of the greater

At présent this latter

_committee ie strugglingjaIOng on. a temporary conferencesons

‘specificiproblems basis$ but here again our willingness to, .

cooperate and not'bake édvantage of the situation‘haa atood

us in good stead with the SOucﬁ

American nations, ‘even those

not directly benefited thereby.ﬁ

By our-actioﬁs-1n-these-prablemasituationa, we not only

- arse skowing that the Pan American poaece machinery is a defe

inite element in our roreign policy, but we also are making

it clear that wo as a. nation are genumnely conecerned with :

the welfare of *he aouthern rop

ublice. It is a consiaerable

atep forward in’ our efforte to remedy: past effecta of our

economic nationalist pelicies.

Control . of Export Prioes

After ﬁns=eutbreakwof the

American nations not- only found!
| but. they also found disappeared
needed imperts,
for-markets; ae were they ‘force'
ror the supplying of naedeﬁ mat
‘ chance for the Uniteé Statea to

Furopean war in 1939, the South

many of their markets gone)

meny of their sources for

And just a8 they turned to the United States

a to turn te the Unlted 3tgtes.
apialey ‘Here agalin was a great

nake money out of tho exlgeone
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cles .of. tho situation, ﬁbn»the southern nét&oma‘neeaed"eertain

:materials, 1ike machinery, 80 mnch that. American exporters

_ conld Just about. dictate the priceg -

- But. again the United Statef foreswore .any such plundering

of the South American pocketa

e instituted price ceilings

on exports to Squth.Amegicqiﬁanﬁ 1nstructed.expovt license

officera %o rgjacﬁzabplikation&

then the ceilinge‘aeterminéd by

;ration,-ﬁrg‘if aothQVGﬁed by t]

the eurrent market pricesl = | ...

whenever prices were higher

hat body, if they exceeded -

o Cs T,

o o S o .
- On January. 24, 1942, Secretary #ull sent the Rio de Jane

eiro Maeting a message in which
States was: establishing ”export
‘erials which are ¢a1culated to
eering and yet wiil-broﬁide=snf
esﬁic'prieefceiling (spias)'héé
of exports.QgiiAmé‘thié?again r
-notch In-SouthAmgricénﬁestesma
_A-éery 1a§¢rtant“a&d knott,
"ééttiﬁgzasida énough as%entigi
export to South Americaﬁwi%héut
Tho prebiem of how much 'should

1ca.19*being_werkéd¢bn-ét?preag

1§P1§§};?Pa|993ﬁ99€m -
21hids, ppe 2044208,

he announced that the United
price eeilings on Scéreemmaté

‘prevent speculation and profit;

fi@iedﬁ’ﬁargin over (thaj lidorike
'to'inténéere;w;th.(tne).fléwl
iise@ ﬁhe-Unité&fstates ﬁnothef
] .

y preblem today 1a that of
;reduota, like machinery, rer
zorippling our- own way effort.
%ndiea“ be sent to South Amers
at, though as yet no completely

the Office of Price Administ-




aafisfactory'eolution_h%s offer
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od 1tselfs Nevertheless, Ame.

erican willingness to B&pﬁly Sé

esgentiel materials it éan‘na

3!
|

uth;América with nmany of:ﬁhe

onger get from Eu?opé, and

Améfiean readﬁné@s to déal withl the somewhat complex prob#

lens invelvea therein 19 at pre

a new view of the ”coloasus or

e Iport

sent giving the Bouth ﬁmerleans
the North,"1

Bank Loans

By 1940 maat of the South
rather unfaverable spot’ vith re
United States, On December 31ﬁ
$1,610,832,000 of doller bonds

,Amariean Governments were in a -

gard to 1naebtednass to theo.
!1959, there were outstanding .

E}asue& or gueranteed by the

Latin Amari¢an-advernme$taler their political subdivisions,

of which about 2/8 wers”in the
\ ' |
nations, of these, 31.191,761.
principle and. xnterestua odbyio

and have been in need of being

|

poses of the Exportnrmpcrt Banlg
Just that purpose, ;

The main purpose of thess
stering up South America for he

and providing a certain'amount

lzbzd.. PD 392~293‘

Q"Exparﬁ~1mport Banlk Loans|
Polley Regorts, XvViIi, no. 7 (Ju

geme of tho South American

000 wers in default as to

1

usly many of these debts are
refunded. end one of the purs

loans have been to accomplish '

Jeans, however, is that of bols

r loss of'Europaan.invesfmentg

to Letin Amerieca", Foreigg
ne 15, 1941), P 83.

of liquid eapital for thé South

-
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\.

forathe.greatlyﬁincreas;@.hamﬁ

_ispherlc-trade %hich thé war hgs brought,

The laan situation 1n Sout.

ls as fellowssg ﬁ'_A : i_

T‘ Table

h. Amer&oa as of Merch. 51, 1942,

1x

UQS. LGANS TO ﬁ?ﬂ?ﬁ AMERICA

Borrowing Eﬁﬁiun Léane y

.j \ "

l

tstanding CGmmitments to
- make additional

1oans ‘

, Argentina a 1 AP@l
.Brazn a
. Chile - L

. Qolombiaﬁﬁ_
Beuader = . i
Paraguay 3
Peru
Oruguay
Venezuela

1"
-

The genera) types of loans|

© o1 Te878,000

-.’_1'.@9’_ .«dum-
i .«“‘."i\i«'&'unw-n-

1es¢oee:‘::'

$62;420; 000
53;3925000
14,637,000
2,100,000 . .
1,150,000 °
25405,000

10 20004000
71500000
3,417,000

made are theset (1) eredits

for the. phrposs'af‘meeeing seagonal or emergenay ahortages of

exchenge; (2) credits 1n connec

tian with bloeked commercial._'

:balancos in Brazil;. (3) roadbuﬁl&ing end public works loans

to the smaller end less ‘wellede

voloped Latin American counw .

triea" (e) heavy branSportatioﬁ

equipment loans, consistingM..

'prlncipally of aesistance to Uhited stateﬁ exporters of rail-

_way rolling stoclks {5)“1n4u5trial &eve&qpman$ leens to Brazil<

Eugene P, Thomaa,#"The criais in our Fbreign Trade”

erican Aeadem

annﬁ

of Political and Social 8ciencég

to Latin America”fvgzi,ﬁiﬁsi"'




and&Cbile:‘(B) loans té'ihe Int

.- graph Company for the aevelopme
erties:l ;

An example er one mare or

to Braail on March 85 1942;

1s

2i.

‘ .35 Development of Itateri:

toria«Minas railroaa with a loa

Thaae-EzportnImpgrt Bank 1

limitations es agencles of less

ize
arnatidnal Telephone énd'Teleé

nt of its South American prop~

less typical loan is that made

Its conditions wereze

Ezport«Import Bank makos 8100,000 000 . available for
the devvlopment of Brazil's resd
Bragzll gets more 1end«1eaae support

VWFCOS s

& miné properties and the Vie- -
B Qf 314 .OOQ’OOOG

Dang vary-definitelyhhaﬁe their

ening American economic nete

ionalism and promotlng'fnteréﬁmerioan economic cooperation.

They are, after all. 3ust loans
out, they do not solve Senth Am

is the fundameontal problem.s ﬁ
‘back; and thus'ehay proqide mnn%

past have made'international in
will axong nations, As long-ru
'atively worthless, for the&r ve
-depende upon Amerioaa purcﬁase
as teumporary stap%aps for leaks

caused by the loss of European

P

15,1@”; p’ 85&

2pavid H, Popper,. "ﬂhited
éord of Bareh 3, 19427, Foraiap

3 as one observer has poilnted .

erica's need for markets, which '

hey are suppoded to-ba:pgid

©f the elements which in the
%ebtedpess a barrier to goods
a“gelatiéna.they would be_relﬁl
ry chence of belng paid.back
of South American gaqdé. But

in the South American economy

mafkeia. they have done good

States~8razilian Economie Ace

(Mareh 1, i942)p Po 3010

Sgatherine’ Rodell, "Buying
<New Republic, GI (November 22,

Pollcy Regorta, XVII, noy 24

Good*Will in Latin America Ty
1939) ;. PP 155¢186‘




gervige, And. in o tiding of!
over financial bad blmes, we ge
ahip along the way, although pe:

then from the other remgdia;ume

137

om to have garnered some friends
rhaps less so from these loans

asures menticneds

| Thé.nagiﬁiécamﬁw¥ade Treaties

By far the moat 1mportant

lmeriéﬁn effort at doing ‘away

with economic nationaliam hies been the Roosevel ~Hu11 recih#

roca) trede treaties, Not only

the war broke

full years before.

labeled as purely emergenay mea

were they instituted five
out and therafore eannot be

Iures, but they also are aimed

at the most obvious anﬁ historically the moat important nethed

of economic nationalism, that of

> tariff bartiers. They  are

congidered by Secretary Hull and Preaiaenc Roosevelt to be

aen integral part of their Gooé ﬁeighbor poliey, ag indeed

they have beens
whieh the future edifice of muty
-trade may be builts

Gnéer the Aet of 1932. the

Anﬁ-seme-cpnsider them the cormerstene upon

1ally profitable 1nternationa1 

President is empowered by Cone

gress to enter into executive agreements with forelgn nations

mutﬁalky-reducing teriffs up,ﬁe
by the Tariff Act of 1950.

80 per cent of the rates set

Each of these specific agreements ,

then, will require no formal ratification by ‘the Senate, as.

would & regular treatye

' o
They age, in effect, all ratifisd in

advance by Oongresa as lona as the. ‘Act of 1934 is in effeet.1

1Samuel Plagg Bemis, Op+ Clte; Pe 749.

the South American nations .
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;This.provision eeeéa to be generally: superior-to ‘the

older idea of the 1920%& end tHe HawleywSmeot Aot of @ "flexw.

ible tariff" which can. be reviaed only by Congressienal actions,
One of the main advantages of the reciprocal trade agreementa
ia that they are. executive a-reements and are not, therefore,
‘subject to the. politica and many preasurss whieh a tariff prep~
0sal undergees 1n COngress, Tg be sure, politics and pressura |
groups are. not elimiaated fvom|these agreements Ny more than

" the President ‘himself s, entirély free from them; but their
irelative influence over the nature of the agreements ts much- .

|

-less than it issever any- Gengrﬁsslonal action of a similar
nature¢1 ( f,éﬁ.:ﬂw.-; L S :fj“‘;- | o

The reciprocal trade treaties: by‘no means represent a.
_gene?al loWQring or American tiriff barriers; The Hawley~'
Smoot Act~1s still our. basic tariff laws The Act of 1934
merely provides.a way 1n which piécemgal,adjustment‘for mube:
ual advantage with various individuai,fmreignrnationa-dan
n,take.plagez Rather than raaine the‘sbru¢pure-or econémic:;
.-ﬁatianalism;uit removeSqa.few gf;the ﬁore.daﬁgereus ahé;ané Quq
. noylng fire hagards; ? L 1L~ S '. - )
: As of November 6, 1941. thﬁ following wes the 11st.of -

'trade agreements signed'with South American nationszz @n_

: IFor 8 fnller discussien ef thia point gee. EaEa Schatt-j
schnelder, Politics, Préssures 'and ;the. Tardff. (New. Yorkz Pren-'
“tice«Hall;: . Coj 4 B35} 4 pﬂ mo

znepar&mant of Stabe, Trade Agbeéﬁénﬁ&f@alendar.rreleaSQ'
of. Rovembar 8,|1941. b T e _




., Table| 12.
. TRADE: AGREE&E&?S GALENDAR -

- . Gountry = _a;gne@ S :mfouciga
Brezil  Februsry 2,] 1035. Fanvery.1, 1936
Colombia September 13, 1$35 HMay 20, 1086
.- Beuador - August .6, 1958 Dotober B3, 1936

' Venezuela Novemboy 6.'1959 Pecember 16, 1989

.@rgemtina .Gatebar 14, 1941 ”} Hevomber 15, 1041

ﬂbgotiatians with ﬂruguay'an& Ghﬁie aré'nﬂﬁ being care

_riea Qﬂs pr aourse tha United ﬁtates hes aigned such agreeo
: msnta with'many othar natiens ann the ones listea above,
but thoaa liated 1& bhe=table inﬁicate the aiﬁu&tion with
‘Iregavd te Sau&h Amaricai |

In assess&ng the econemic Fffeets ot the trade agreemants‘
program in South &merica, we mugt firat ef all note again the
highly 1mportant fact that normal‘" *wa*thiraa of 2ll South
American goeds énter the Uniteg Statsa duhyéfree; anauthat

there ave, therefere, very definite limitations on just how

far the economic benafits of this program cen RO ?urthers

. more, certain Seuth American naﬁiens depena to & very great
extent upon customa r@v%nuas fQF their chernmentai 1ncome;
and thig 'mp'osfesv anether imm ;T.:_pcinx "how far mutusl tariff

ed justment can go t'hroﬁéh the medium of these trade treaties;
Eevertheless, ve muat also remenber that there are cer@ain
-South American eountries, notabﬁy Argentina<and Uruguay,
whose exports to the-United States are nermally hit very hard
by our ﬁgpif@, ~ﬁhavef¢¢e, any Fra@e,ﬂgxeemenea with them are

g
|'
[
v

-

I

=

Py ——



were made:d L
;

Table| 13
m;swfmmm CONCRASIONS

demadiéy.f Pravﬂgreement PosteAgrecment

Buty Duty
Prunes . 901&98, '0.099

- ‘Apples. ' 06065 _ 0o038 _
Automoblle - - _
parts. 0.282 S 0:197
Pitch . 0.1728° 0,109

Hovie Plim - 2.018 | . ,1«344

|
ir

36"37o
: 1656. OCLQbOP 18, 1941g

itiess

cfmcmsamm ORTAINED FROR aaeanmwi

bound to have more important economic effects than thoge
" nations most of whose.g&Qasunompaily.enter duty-freesd -
 An excallent 111nseration of the sert of‘ccnceéaions "
made in such a treaty 15 arforded us by hbe treaty ceneluded
with Argentin& on October 14, 1941%. And in pagaing, let-us,:
note tbe-fact that twice befepé the.finai sigﬁing of thé,- -
agreement negctiations betaeen the two nations over sueh/an d

agreement had oollapsed. meainly becauae of the refusal of tha

uota,2 Wmen the treaty was finally eoncluded,‘no mention

wae made of these produets, and| ﬁhe following concessions

Gnited States to diseuss fresh, chilled or frozen meat prodo"

Pércent of .

Reduction

tae: ’
49

30
37
33

Yos Thamson, “Tcwavd a New Pan Americanism”
ey Re;orts; X1X, noq 15 (November 1, 1936), pe 211.

 ‘2Dav1d H. Popper; "Six Years of American Tariff Bargaine
ing", - Foreign Palicz Ragartsz XVI, no. 3 (April 15, 1940), ppw

399 éfement of State Bulletin, V, n@. 121&, Publication

4

41 have fneluded only a few of the more important commoda
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:J/ :

e ecwczsamws MADE 0. Aaamma

. Commodity = Preokgreemgnt; e PestaAéreement
| o “Buty o Duty -
Qﬁ&brﬁahb ’ .15% &d! Jﬁlw : . 7%% ad' vals .
Plarseed . 65¢ per Buy. - . 80¢ per bu, - .
Pine wools Sgﬁ_ad# qalw,' 48% ads vel,
Rough Wools 90% ade vale - ~'55% ady vals
{

Hides end -skins 1@%_@&; vals 5% ads leﬁ

All told, Argentina reducgd her tarirf "atea on 39 1tams
wvhich constituted 18,2 per cent of United States exyorts ta -

|
Argentina in 19403 the United States 1ow¢red her tariff-on '

1téms'méking up 7446 per cent Jf Avgentiné exports to the
United Btates in 1949‘13 An& tﬂese mutuai concesaiens are :
| more or 1688 typical of :the sort that have boen made by the
Bull trade agreemenﬁs with the South American natians.

T Generally epeaking, these'agreamenta séem to have in+ .

.

creésed United Btates trade with the agreement nationg, Qur".
imports from all the 16 agreemJLt countries over ‘the world :
averaged 2106 per cent greater Fn 1958+1939 than in’ 1984«1938,
while our meerbs frem the otner countries averaged 11.1 per
cent greater. eur exports o t & countries covered by the |
agreements. 1ncreaaed by ! 17n8 pgg eent and te all other coun
_triea by 1245 per cent during the same period,® The larger
inerease in both expcrts and imperts with the agreement na»

tiona over nen»agreement nations would soem to indicate that

. 1Jozm e, deWilde and Bryee Woed, g, 8, Trade Ties with
Argentina ,_Fbrei : Polic'PRe ortsm KVXI, no. 18 (December 1,
1941), ppy £29eB31s ~ 7

zbepartmenﬁ of State, CGmmercial Poliey Series 63, ?ub-’r_
lication no. 14‘70’ 1940. Pa 60
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the: agreements were an émpertaxt factor in producing a trads
inerease; However, the?cbmpleg:faﬂtchsof the nature of thé:
econemiéé of the nationd lnvoléed make 1t iﬂadvisable'to _
asgert, as the State Départment bulletins seem to. aasert, -
that the trade agreamento were thehsole cause far thaﬁ b:adev
1ncrease. ' . "_ ' a o
Economically, tben the réeiprocal trade agreements have;
‘produced some goqd.effaéts;.both.in the raising of the'amdﬁnﬁ
of]tradé'wlth the.égréa$ent nations.ana in the easing 6f the
'preseuée on cértéiﬁ esséntial comnodities, Actﬁally,’howeveéi

they ars no great shakes econouically because of their very

piecameal approasch to tho lang4standing.aad very complex probe

lems.af economic natienalisms As Carleton Baalsspeiats outs
“Reciproe&by haa acarcaly-modified the numerous. .

trade methods we have~alreadv listed which so multiply
selfish mational controlsﬂ TUnfalr competition (often
vitally necessary for the; ceuntry practicing it) come

" plicates. the pleture, Qharp differences in living stens=
dards and production costs make normal exchange impos« -
8ible,. .Cheap goods, due to low living standards, can )
regucelstandards in a country that does not. protect it-
39 r.} . N

Certainly. by themselves the rebiprecal trade-agreemenﬁé.
can never accompllsh th@ removal-ofithe structure of ecénhm*__n

ic nationalism which thé Vns.ted| States and the South Americean

natlons have built up batween them, Economically th@y nave

helped, but not to any very greab extent,

I
The political effeeta of ﬁhe Hull reoiprocal trade agree=

hea (Bostona Houghton Mifflin

1Carletcn Beals, Pan Ameri
CQMpany, 1940), Ps 368¢7

i
i
‘I
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} \
ments is a more :mperta%t question for oﬁr purpOsésg Granted
that they are hot of any very §reat importance economlcally;
what héa been their eff?ct upoﬁ the attitude of thé South Ame
orican nations' toward tée United States, and how have they
affected the relatians-getween North and South America?- _
Séﬁe observers are;verg s%eptical of the political as
ﬁell as the economie affects of these agreements, of the
whole idea of "buying friendsh‘p in South America. Beals
feels that the ecenomichunimpertancelof the treaties has

made- them politically ibefféetLal.as friendship-getters; BHe

naintaing that bnly wheﬁ~we-make a serious and complete-effbrt
to change the whole structure of our eeonomic nationaliem will
we’ begin to garner real and laating friendship in South Amers
feasd ;% _ ‘ |
This point of view, however, seems to be unjustified by
the faots and-ﬁy the epiniens cf‘mosh ebaervars,'who feel
that the politica& effects and benefité of‘the=égreemente in
promoting . goodwwill rar outwaigh théir relatively smell oce
onomic benefitsi AikmAn,pcints outs -

' ”As the new reciprocal trade treaties vere ene by
one achieved, their Latin jbensficlaries exulted that,
with ecoperation and selflessaess, suspiclion and pre=
judicé could be banished and human blessings attained,

On his journey to Buenos Aires for & speciel Pan American '
Confercncé late in 1986, Ilr: Rooseveltessbesides being
publicly embraced in,Brazil by Preaident Vaprgasesewas

lyrically cheered aa the ma~41 folk here of the two cone
tinents¢“2 -

11bi4., ppe 384-385, |
Dbuncan Ailmén, Th@ All Agerican; Fronty ps 517.




~ The most important indicat

will caused by the eradé agremﬂ

‘have the South=Amer1can nations
slgned redueed their. tariff in
termsg bvut many of themghaVe-al

other portions of their -gcononii

. L b |
immediately after the aigning ﬂ'

ion of the growth of<ggaéf,
ents is the fact that-npt cﬂly
with whom agroements have been

accerdance with tho treaty

ae.maae.movea to break down
P -
¢ barriers, For example,

f the trade agreecment with

Argentina on October 14¢ 1941, fhat nation began to reviae |

its exchangeocontrol system whi

was a very }mpprtaat-anq very r

oemie nationalism egaxnsi’the~ﬁﬁited Statess

|

¢h formerly, a8 we have seen,
%gid.bleekzin Argentine econs
A Tra&e‘ﬁavelopaf

ment Corporation was formad to promote trade wltn the United

States, end a special oommisaiék wag appolinted by bre Argen~ .b

ting Senate firet to relax Argentino exchange discriminationa

against most Americen egmmodiﬁi
ultimat@;abaclute'gbﬁliéign of
temgl ﬂconaideriég,the éor@-tha
this exchange control sﬁstam ha
the polibical effects. of the Ar

ment, 1n juast thia one 1nstance

enough to juatify its negotiatl

6g, and second to look for the
the whole exchange ceaifol By B
n ten yesrs of trouble which |

S. caugéd American exporters,

gentine reciprocal trade-agreeq

alone » have been nore than

on 4

On the occasion ofgﬁhg5sigming of the Argentine agreemont,

'“'Ppeaidant.ﬂqosévélﬁ sené a messg
| J

in part:

1Depantment of Agrioulture

I; nos 11 (November, 1941), p. 449,
?

aée‘te.nhf Gééﬁilxa, whiéh~read$

Office of Foreign Relations, .




#The repreaenﬁativee
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4

lof our two nations who have

cooperated in the negotiation of thie agreement aps to
be congratulated on this achievement in the cause of.
l1iberal prineiples. of intqrnational trade condueted

. on the basis of fair dealing, equality of treatment, and

lo

It %2 an I

L ~mutual benefit,

utstanding contrivution to

‘the economic¢ welfare of our two countries and to the

reeonstructien of peacerum

and profitable trade 1n the.

Ameplotis: and throughout the world,

"In the years'to ecomd

we shall loolk back upon the

trade agreement signed today as® ¢ monument to the ways

of peace, standing in sharp
idestruction, "t

politicel effects of che Aulls

aesalate plain of war and
" In the last analysis, the

RoéSevelt trade-agreements have

and proud relief upon a

been much the sams as thoséi

| H
of the other abeve-mentioned efforts at remedying the i3ls

\of econocmie nationalism. Thelr

‘tinctly secondary to their polﬂl

econamic impowtance ia disa'

tieal importance; and that pole

itiecal Importanca consists primarily in showing the South A«

erican nations that ‘the Gniteé

of correcting past errOfB, that

States 13 sincerely desirous

she 1s'w111in5 eo'give'up

sone possible profite to implement and make real tha concept N

“of Pan Americanism, and thab no

longer will she be the “Golsl‘

ossus of the North™ buﬁ pnly-th@ "good neighbor® of the norths

Bone of this can the-ﬁrade

remedial measures aceomplish by

treaties nor any of the other

themselves, for the same reasOh

that econamic nationalism has by no means been the sole cause

of Yankesphobia in. South Americi‘

goneral program, they have both

ficial results,

_ lQuoted in Eeyartmenﬁ of 8t
_ lication 1653, October 25. 1941J

n
I

Neverthelees, as part of 8

their plece and their bene-

ate, Bullet&n V, nos 122, Pubal
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bes in ﬁamisgherio ”rade ,

.éamez ‘mtum’ ;y{osf"sib 11184

It is aemetimes saia thab

1

Amsrioen reduction of its ec~

onamic nationalism teward Soutq America cen &0 up to & eartain

point, and that»beyond that poimﬁ interhAmerican trade can

never progpaas.

?bﬁ reason, téﬁy hold, 13 the easantially

ﬂcmpehitive rather than ccmple%@ntary nabure of eur vespactive

I

economle Se

Free*trada as a goal for this hemisphera, they

nalutain, 1s riﬂiculousl and mpossible.l

waever, before we eonclnc
can never exise in the Weat@rn

Stases must neVer permit cheap

© witb them that free trade
Eamisyhere beoauae the Gniteé

South American labor to un&erv

aell Ameriean producta 1n the Amerfean market, it seems a&- o
'visable te make a brief; surveylér the traée possibilities o
betﬂeen tha tvo halves: of the emisphere in order better té
undevatand what seme future ponzble situabion of free trada
fmigh& mean\to the United States,2 '

| Firat, the situation.in praducts ia ahich the United
Statea normally has an expertaﬁle aurplus, and which South
American produces in.important quantitias.- |

p Wheat-- Argentina 48 the cnly 1mportant 3euth Amer*

dcan whsataexporting nation, and 1t bes’ sold the United Statee :

lpor—n exposition.of thisg point of- view aea Carleton
Beale, Pan Amerieal pp. 580-381e

QCQnstant sguthworth, ”Toward Preo Tradé with Latin Ame -

eriea",_Fe gign Folic; Reports ) XVII; nos 14 (October 1, 1841),
ppe 1742176, from which most of this material is drawn.




practieally no. Wheato ,81nce 1924 the United States:has levied
a auty of 42 cents per bushel of 60 pounds, which is. equiv~ .
~alent to en ad valorem levy of 3%, per centm‘ If the Uhited.

States permitﬁeé fareign @heat ta ‘enter duty-frae, tt'is
probable that Argentinadwould sh;p a cousidevable amount of
the. eheaper grades of whaat to the ﬁnited States, thereby .
lowering the éomesbic prieem Bnt it seems very unlikely
that 3rgenbina could tbreaten a very majcr portion of the‘
Americean preduearb ef h%gher grade-wheat, : -

8¢ nggg}gum. siéce 1932~p@tfoléﬁm and 1ts products
have been subjeet to thﬁ equivalent of & 2849 per cent ad f-
valorem levy, but the trade treaties with VeneZuela and 601~.‘ 
ombia have adgusted this to 13,8 per cent, which is, as
tariffs go, rather low.u It seems. probable that 1if this
remaining cariff wors removed, im@ertabien e¢f Venezuelan and
Colombian 0il would increase aem@wbat. but not very markedly
beeause transportation costs give American praducers this -
inttial sdvantages -; - o R

3¢ ﬁe”‘er« In 1938 the ﬁnited States had an export

surpius of Q3,000 tbns' and during thée years from 1935 to
1958, the tmpart tax, affecting Chile principally, ranged I
from 35 per cent to 85 per ¢ent, If the tax WOre removed_
entiraly, some marginal pr@dueers in the United States would
aeubtiasa bo remaved, bus most of the United States copper

1ndustry probably would hardly knmw the difrerenee¢




uoeon&, The aztuatiom 1n cemmoaitiea which the United

- &tates narma&ly 1mperta;&na ehich fouth Americe produces in.

impcrtan% quantitios,

i P ﬁ@&xaevg@ Tha ﬁm&tad Atatas Gavernmﬂnt has beon

buying up Ameriean flaxasea‘yreanaciam‘ainc@-abau% 1634, dut

if thoe Impord bam.ware r@navea completely; a8 1t has bosn .

. reduced by ﬁha tvaﬂs brmaty of 1041, Apgontine expertava

twosh proha&iy waal& 6h1$ eonaiéerable guantities to tho
United Sba@ws-aa&-l&w&r=pvie@n, though the relatively inelase
tie demand for fiaxsaeﬁnwouké place & limid on bow far»thia
prieaakowavxng eduld ga; | '

g S chiiiaé and Frazen Beof,s @hé ?@?SfY}Act_@f;ngéﬂ--

impoged a rato of 8 ﬁan§a=yar_p¢unﬁ. in.séﬁiﬁ&ma to ﬁhé:

- ganitary ragﬁiaﬁ;&a&-aﬁicn sxeiundod all Ar@amtinn beofs If

the teriff, @hieﬁ’@meun@a %o~aa“aa}g§;gpamaia@y-6£:53;8;p@r'-

- vent, ond the sanitary rogulationa §$§e7wﬁmeve&, am‘imﬁbr%ﬁnt
1;'&&?39@ for Arganain@ baet wauld develop in the United Stabaa,

. fer 155 bost beof, beeauaa of ehenp watep transper@aeion,

would be sold luumaﬁy ameriaan areas chaaper than daasatie

boef of © eamparable gﬂaﬁe. ﬂaﬁaver, thzs waulﬁ not-mean

-= that Amerigmn meat p@oﬂuumr& waulﬁ thaa be impavarishaﬁ, for
";it the United Btates wara-tg taka-onﬁnthxrd-af &rg@ntiaa'w

' mest-axparta per~year; &% wbulﬁ suﬁpiy 6niy-§ p@? eén@-af

our noﬁmal annual écmoatie eensumption.l Andg. thia migha well

¢
I‘

lsg"?ha Havann Cenfarance, Fcrtune, KXII (80ﬁnembar, 1040),
Pe "I A :

ﬁl'
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be a fair trddd for the"valuﬂ in: aﬁﬂed Argentine genﬂ-will
'towapa the United Qtateé whieh prdbab‘ly would ensue,

e Canned Meata, The duty at preaent is @ centa per T

pound,ﬁwhich is/equivalenﬁ to 56.2 por cent ad valorem. ir

this duty were-removed,}imports af canned meat would probéﬁiy”

i
'increaae censiéerably, but that increase would be limited by o

the American prefereﬁce for fresh meat.

,4§fAWeolf? The prasent duby ,on the coarsar gradee of

*woel whieh we import prindipally from South - Ameriea ranges i

from 24 to 34 cent&,per pound, or ‘arouvnd 78 per eent ad vals -

" orem, lf ﬁhe duty were'removad. the United: States would pro-i

'bably at%it some of itsﬂpresent imports from.Auatralia to'v

: Seuth Ameﬂica.  Ths domeetic proﬁucara, who apecialize mainly’:

in the finer grades ; cf wool, W@uld not. be aeriausly affectedw«'

5 Leng-&taple Gott¢n Thia includes most of Peru's '

annual crop of arounﬂ 400,660 bales, ' Removal of the present

7 cents~pep~pound duty (about 40 to 69 por cent ad valorem)
woul& undeubtedly mean expanded imporuation of Peruvian
cetton, but the-rou@her textnre of that cotton would keep
it from s%riously damasing Ameriean produeere;

'61' Extra-Long*Stﬁgﬂe Cotton; This includea about 10

per cent ef Pera'a annual erop anﬁ ‘the United states Bas-
always had to impert this type of eotten. pog tbs duty were
remavad, Amavican producers of aubatibuta catt@n would be

damagga-gqmqwhat@ nowever, the dirfieulty and expense &

T
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of production 6f this type of cotton 13 gradnally making

it lose out to strong rayen, and 1t 1is doubtful if the United

Stgtes;wou;d £ind its éqmegtic producers sericusly threatened.
7w ggggg The Uniﬁed'States imﬁorts-little corn ekeepfz'

in drdught yéars. The duty is 25 cents per bushel of 56

pounds.e This waa equivalent to an ad valorem levy of 38 per

. cent 1n'1938.. If the dgty-were.remqveéi Argentina_would probs

ably bé able ﬁo-take adéaﬁbage of the'relatively cheéper

vater transportation to|ship corn to the United States in con«

alderatle quantity, although these nains would bve restricted

mainly to the off~eeason in production of the- United States,
8. Winter Vegetables and Pruits., The tarlff rate on

=moat vegetables and fruits 15 80 to 100 per cent ad'vdioremy
' If tnat rate were remeved, Plorida and california truck gard-
eners migbt be hurt somewhat, although 1t seems lilkely that
the diffieultles 1nvolved in shipping periahable goods long
distances would restriet the South Amerioan advantage,

The tgada.benefitsgwhich.would probably apgerue to thq-
South Amefiéén atates 1& some possibie-fuiure dey of hemiss
pheric froe trade would*be somewhat thua 11 _

Argentina would benefit chiefly in inereased exports of
flexseed, wool, andg in . scme yaars, eorn} also ehilled and

frogzen beef, and-wlntgg;vegetables would be exported in ine

respectively to 12,9, 11, and 12 6 per cenb of Argentina's

tetal export tr&de. ¢

1c°nstanb Southwarhh, op. Qit.. PPs 38201835

L]
4

¢reasing amounts.. whe'first three coﬁmédities in 190358 amocunted
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Bruguay’woula benefit from 1nereasad ekports of flaxe- )
aead, canned- meata, and wool, vhich amounted in 1938 to B34
5.6, ad 43‘6 per cant or her total export trades ,

- Chile would benefit somswhat in copper, which made;up
48.2 per cent of her exports in 19383 dut she would experience
no tremen&eus boom therofrom; "

’ 'Péru;yanla banefitﬂft@m 1nerea366 ‘exportation of longs
étaple'cotfon, 4ich, 1n 1938. made up 17,7 per eent of all
vaiah exports. o .2!.\ - -
| Brazil would be affacteﬁ vory little, for in 1939; rully

90 per cent of her exgorts-entereé the United States dutyafreea

VQnezuala would benefit from shipping petroleum and pets
roloun produots, which in 1938 were. ssoa per cent of her ex~ |
parta. But the strength-of-the American petroleum industry -
would make her trade gaims far from spactacular;

calambia, 2548 pev aenﬁ of whase imperta in 1838 were
petroleun and petrolaum derivatives, ?culd_be in much the
same position as Venazuela; _ :

The effect on Eeuador and Paraguay would be more or leas
'negiigibla sinee bath.a@e,ralaniveay small nations whgaa anw
‘nual oxports tésthe'ﬂhi%a&'statee are unimportant

The econamie-benefita of free. tia&é in the Western'ﬂem~
isphere weuld fall 1argely to Argantina, Upuguay; Peru and
Chile; though those benefita would not be 8o great as to cause

much trouble for most Amgriean,gpoduceram beyond thoss of a

.mgrgiaalléhafacﬁet@ ?h@-prineipie'bahefiﬁa of such a program
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for the tnited States, %side.fram,tha,ahneamaﬁant lowering of
: soutn_&mé?&aaﬁ’ﬁ&viff&,?@éviﬁ be the political ﬁenefiz of |
~ increago goodwuill fra%.ﬁhafaouzh Amsrié&n.ﬁatiﬁna; for Just
'as-the‘ree&yréﬁ&l'traaeﬂagreéﬁeaes* pelitical bensfits ourveigh
; thezv acononie xmpartaaea. g¢ would a. noaalble future atabe
of nemispheric free zréée be more laporzaat politically. than
scononiecallys In sunming‘up hig exceklant study of th@ poasis
bilit&aa of such & aitua»&cn, Southwuopth aayaz
“ghile all Laﬁin Ameriesn countries would not pro»
£4% equnllyy thoy would undoubtedly rail the removal ef
nited States inport duties e 4 conorete and construos
tive nonifestation of the CGood Hoighbor policye It
aporat ?&”ﬁﬁ?%ﬁﬁﬁﬁ‘iﬁ; %2?3255%&2“%2&52?2;&
,ggggghémaricaq f
- Henco, when looked at fram thoe atandpa&aﬁ of the prodabilities
- of tho economic ond pal%@;cal_caaaeQu@noaa of froe trade in
- the Westorn ﬂémtayhereygsﬁéh 8 poosidble future situation iné
dlcates npoithoyr collaysé-foﬁ’&marﬁcaa producers nor tho sopt
of 1imits which would render such @ progpam‘iﬁpcaaible. This
does not mean that tho auﬁher'believes frooitrade to be olther
. pososible or avon dealvable overnight) dbut it does moan that
ag o goal touard ﬂhien §he Wostern Homigphero nations can
work through whatever mé&nalvhey thiok begt,; heuigphorie free
trada 18 both feasidle anﬁ dosirable. | | | |
Tho possibilitles ef the growth in South Amarican of auoh.

{ndustriss as rubber;, @hich the Hnitea States at prebeat could

e .FI

%nnamm Southuorth, 0ps Git., ps 164,




find much usge for. and which possibilities have been disacussed -
1n chapter I1T5 offer mcre opportunitias for the imprevenent
and coardinntion of h@mispheric trade. L | _
. It 48 not neceagarypvhowever; to lock go far: 4in the fus
ture to find ways in whieh the Gnited States can moairy ite -

'polioies of ecanomie nati@nalism and . thua cultivate more goods
will in SOuth America. @ne move which.it 418 woll within our

| pover to make at gresent 418 to ratify tho 1936 Sanitary Con«
vsnziqg_winh-argentina, permit beef fnom~the non=infected
~erens of=Argéntina to. enter the United States market on &
competitive: basis, and thue romove our present ban on Argan--
tine beef frow 1ts present somewhat hypecritieal basis to &
more honeat ‘Gney The gead-will which would acnrue to. tha Ui
1ted States In Argentina from sugh & move weula wost prabably
far-outweigh.th& aconem@g-eqnsaquences vhich it-would entailg.
.ef a)l the-singie rem9d£§1 maa&ur&&-Which.the-ﬁnited States
has attempted or might §¥tamptﬁ this measure would moab'ppebg |
ably produece the graaaast apount of good4will toward the |

1

United States in South Ameriea.




CHAPTER VII
lconcrLusToNs
P

The prodlem whieh we have been studying 18, by its very
naéurei a;complex:one; 'Gut of tho multitude of factors which
‘have contributed to the @ourae of the poiitieal and dipl@matu
1¢ relations botween the United States and the South Amsrican
'nationa sirice 1920 eertainly noe one, leaet of all the auther, '
..can.asaert wvith any riaality.QXnotly how important.Just one
of those factere. American economic nationalism, hag beeny
The best that one -ean do is to indicate certain evidences of
the presence of the prctectibnist factor and endeaver to con~-
vey some idea of its approximate importance in influencing |
the general nature of the relations between the two portions
of ube-hemisphere« Thaé 18 what the author has tried to do
in the previeue seetiens of this study; and that is what he .
will try to. do when addressing himself; in sumsery, to the
queations what have beeq the principel political consequences
of American econcmic naéienalism toward South America?

Thay;havé beén, ﬁiéstg-the institution in the South Ame -
grieén natiena.afvmeasuéea'ef rapris&i,and~861f$defense_aga1ngt

Amerioan'ecénomic-natioﬁalism; In_ﬁhié'category are‘inéluded
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‘the general raising of South Angrican tariff walls against
Americaen commodities; tha institution of rather rigid syetems
of control over foreignkexchange in all the southern nations
ekéept Ecuadef an&-?éru£ wiﬁh‘definite &1scrimidation'aga1nat
'Ameriean goods in the control syatems of Argentina; Chile
and Uruguay, and with only tha Brazilian system discriminating
in favor of American goods, general currency depreciation
and manipulation in all'the South American republics excepb
Paraguay: and the general default on South Ameriecan debte

to the United Scatea;.althcugh here the simple lack ef abile
ity to pay was probabiyia m@:e imbqftant cause than the fn-
tantion-of‘a'reprisal=aéa1ﬁat Amarican economic:nationalism..

The public statementa of the varions South American govern—

ments. in-1nstitu$ing-theae-maaaures together with the general

popular reaction in Sonth America indicats that these actiens
were, with the excegtions neted, caused to a large oxtent
by the exigencies of thg situation cagsed in South Am@rica'by'
American ecenoﬁicfﬁatiaﬁalia¢¢ | |
Second was the general decreaee of Ameriean trade with
South America during the yoars from 1929 to 1633 in a greater
proportion than South Ameriean trade decreased with the rest
of the WOrid, But heére again Ameriean sconomic nationalism
could not have been the sole cauae for the reason that South_
American trade with the reat of the world ﬁid, because of the
world-wide depreossion, deerease eonsiderably.

Third, American eeonamic natienaliem contributed to the
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backlog of antil-United g%atés feeling in South America which
%e hdve seen to be an ever-preaent, though varying in ime-
portance; factor in our relationa with the southern republicsq_
This consequence ia‘most clearly shown in Argentina where a
nearuphobia has developaa pver the provision of the'Hawley-
Smeot Act of 195@ ghich banned all Argentine meat and meat
products from the Uhited States on sanitary grounds, and
our aubsequent-refusal to ratify the Sanitary convention of
1836 which would have removed mneh of the proteetionist etigma
from that 1930 ruling by permitting the entry of beef fram
Patagonia, where no heof and mouth diseaee 13 presgent, In 'f
| contrivuting 6. the general South American backlog of 111- ‘
will toward the Gnited Statea, rundamental differences in
—eultural background, tradition and outlook together with
the historlcal resentment of our activities in the Garibbean
and in Central America gre perhaps-as.imporeant aﬁ-American
acaﬁumia nabiohaiidmt hﬁt it'aeéms elear that the 1atter=ﬁas
beén present a8 ene of bhe major contributing ractors, ege
peeially to the Argentine -attitude toward the United Statese
Firhh, American eepnomiq.nat&enalism.cantributed to the
cemparati§e'fai1uré ofﬁ%he 19023 and 1988 inter-American cone
_ferenceéjtb~pradpcé;anjﬁvery éancreté cooperation between
North an’"d’ Seuth -Ameﬂcé; end 1t contributed mueh to the highe
watar mari of 111-feeling toward the Unibed States ‘whieh the
1928 Conference and ﬁha subseqaent five yeéars represented,

although the quesbion.gf the right of the United States to

"
i
:




ineevvane in the aﬂfairs of any othar Ameviean gtete @aa an
equally if not more disburbing guogticn ﬁhan Amariean trado

. Baywiorss - $

Bixth, Anerleoan eeen&mze natiaualzam and {ts reaulta

- worE 8 definata factcr..%hnugh prebably not the daminating
force, in the refusal of .&z-g;anmna and Chile to follew the
 othor 8auﬁh Amarioan natiaéa in aupporsiag the resoxutian to
braah.orr velanians mith Gonmaa?, Italy and Japtti, thia sons
srovursy ocaurring the firet time 4in tha 1942 Maoting of the

: Foraign ﬁiniabsrs of %ha Amorican States abt Rio de Janeiro,

| sgvenbh, the aiﬁu&tiom which. kmsricam ssonomic nationele
fam brought abam&-u&ti&gﬁe;y gave rise %o & numbor of American
offorts to romedy ﬁhe-gituat&on&\theéé effortsy in turn, have
Hag varying degracs af %ne¢e¢a-&n=1mpre?1ng'a&?-reiaﬁicna=wiﬁh
-thn-Seﬁﬁh-ﬁmsriéan.ngxi%uaa Thelr very ezistence, howover, 1s
due 1n.}arga'patt to‘@mériaaﬁ récégn&&!an'of the part our ocw
| éﬂ@miﬁ<naﬁiﬁﬁaliﬁ@:hﬁﬁ %1@3@&;1n our rolations with South
Amepricas LAmodng thete e%fart@ at pedueing our ceonomic nations
allsn have boon 0nr-meﬂiersh&p in aud'cooﬁeratien with the
Cof'fee Gonﬁrol ccmmkttao and aimilayr orgenizations for wheat
and ¢aceo; ouy part&oipazien in ghich Lo & far ery from anye
thing reseabling eeanomic natianalaam, and which has done
_mueh toward improving tne South amevican opinion of ehe Vie
1%0d States deaive o eeoperato; sur policy of placing a
caillug on the prices of cur axports to South America, which pole
i¢y hes saved the Snu&bjamﬂricaﬂ nations muck money and has




158

garnered for the Usited;StateS-much gratefulness and iocreased_
' goodawill;-6ur~ExportﬁIéport Bank loans to the South American
nations.whioh,‘if‘consiéered as tempoiary stopgaps for ﬁhe
7leaks:le_ft‘by'Soﬁth-Amez%ioe"s loss offher European markets5
have tidedfthe SOhthernﬁnetions over several bad'apots, ai-
though in the long run'éheSe.loansfﬁill probably‘be 1ess 1&«
portant in making:for féiendship than any of the other remed=
12l efforts; and finally, the Roosevelt~Hull reciprocal trade
treaties which, while representing merely plecemeal 1ower1ng
of very high teriff wal%s, and while of relatively little
.economic'censeQuence,.héve, nevertheless,.indiceted to South
America that the UnitediStates'iS'willing to cooperate in.fhe
reduction and relaxing of economic nationalist controls. And
- these treaties; therefore, have created good-will out of
proportion to their economic benefits, |
Bighth, we have suggested that a possible future con=
dition of fres trede 1n the hemisphere would not mean ruin
for American produoers'nand we pointed out certein channels
into which possible future efforts at remedying the effecta
of past situat;ons and %helpreblems of the present might_falis.
Perhaps the falrest summary 1s to staﬁe_this: that while
an -approach to the.probiemvof'American relations with the
South American natlions éurely from the point of view;ofﬁeconomé
ic ﬁationalism and 1ts éad effects can never provide the total

i . :
solution to that problem, no permsnently effective program of




n
1

improving and solidifying hemisphere relationships can afford
to 1gnere the leseons af the.. political consequences ef Amer-

Lcan ecenomic natlonalism toward ‘South Americas
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