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Abstract

In this thesis an attempt is made to use a Marxian
conflict model of socio-economic underdevelopment to
1) evaluate the Alliance for Progress as a program of
planned social change in Latin America and 2) delineate
what socio-economic forces were operative in Latin Amer-
ica which may have led to the "success" or "failure"™ of
the Alliance., Use was made of correlation coefficients
and descriptive data in this evaluation and delineation
process,

The descriptive datag given its shortcomings, seemed
to indicate a lack of success by the Alliance. The corr-
elation coefficients and other descriptive data indicated
a negative relationship between the economlc growth rate
of Latin America and 1) Latin America's trade deficit
with the United States, 2) the total American direct in-
vestment in Latin America, 3) the private capital outflow
from the Latin American nations to the United States, and
i) the foreign aid inflow from the United States to Latin
America., These negative relationships were quite low in
1961 (at the start of the Alliance) but were quite high
in 1967 (after six years of the Alliance).

The data appear to indicate that Latin America is
being exploited economically by American corporations. In

the very least, Latin America remains underdevelopede
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INTRODUCTION

There has been much written about the lack of social
and economic development presently experienced by the
countries of Latin Americao1 American2 social scientists
in particular have shown an extensive interest in the
area of LatinvAmerican studies, The extensiveness of this
interest is reflected by the quantity of books and articles
that have been published concerning that area of the world.

Ted Szule, in introducing the recent Rockefeller Report on

the Americas, has nicely captured the essence of this

publishing phenomenon when he writes,

Latin America has been analyzed, studied, dis-
sected, researched, surveyed, and X-rayed by
the United States in the last quarter of a
century as no other region of the world. It
has been ths object---if not always the ulti=-
mate beneficiary---of American policies and
political philosophies spanning a period of
nearly 150 years and ranging from James Monroe's
Doctrine to Teddy Roosevelt's Manifest Destiny,
from Franklin D. Roosevelt's Good Neighbor era
to John F, Kennedy's Alliance for Progresse.

(1969: 5)

1 Unless otherwise stated "Latin America" will refer to
the countries of Argentina, Bolivia, Brazil, Chile, Colombia,
Costa Rica, Dominican Republic, Ecuador, El Salvador, Guate~
mala, Haiti, Honduras, Mexico, Nicaragua, Panama, Paraguay,
Peru, Uruguay, and Venezuela,

L}

2 The terms "American," "America," etc. refers to the

United States of Americea.
(1)
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Much of what has been written, however, has done little
to further one's knowledge and understanding about Latin
American society., The apparent failures of previous app-
roaches, in this regard, would tend to lead social scien-
tists interested in the area of Latin American studies to
take a fresh approach to any future research in that area,
It ig the stated intention of this thesis to attempt to do
just that--=-to study and examine the lack of social and
economic development of Latin América from a perspective
which sharply departs from the "mainstream" of thinking
on Latin America.

The prevailing perspectives for the investigation of
underdevelopment in general have been of the structural-
functional, pluralistic, or psychologlcal types. Although
there are apparent differences amongst these perspectives,
theories,; and models they, nevertheless, have some under-
lying themes, The most obvious underlying theme is their
rather clear acceptance of capitalism in general, and of
capitalism as the road to development in particular, Such
a path of development will be stiffly challenged through-
out the thesis. Indeed, the thesis may clearly establish
that capitalism is not only not the best road to develop-
ment but also that capitalism may be precluding any mean-

ingful development for Latin America.

3 The reader is referréd to I.L. Horowitz(1966) for
a full discussion of the terms "developing,""underdevelop~
ment," etc., The latter will be used throughout this thesise
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The general short-comings of the mainstream perspect-
ives have been dealt with, at length, elsewhere,u Thus, the
thegsis will not dwell upon these short-comings. It is sufficient
at this point is to simply remind the reader as to what
some of these short-comings are.

In the first plabe, the approaches associated with
the works of Parsons, Merton, Hoselitz, Lipset, MéClelland,
and so on, have generally ignored the primary role of the
political-economy in their discussions. This short-coming
is a profouhd one if the political-economy lies at the
centre of the various forces at work in human society., In
the least one might expect some emphasis to be placed upon
it in soéiological %heory and, in general, this emphasis is
clearly lacking. Second of all, as Bodenheimer (1970: 106)
notes, there is a decided tendency for structural-function-
alism to be tautological and conservative., The conservative
nature of structural-functionalism can be seen from the
emphasis placed upon system maintenance and adaptation.

In the third place, the suppbsed holism of Parsons
and Merton is clearly integrative in that the whole is un-
derstood only in relation to its parts rather than the
whole being the initial stage of departure and subsequently

explaining the parts and their functions for the whole. (Frank,

I The reader is reminded of the works of Gouldner(1970),
Blackburn(1969), Miliband(1969), Domhoff(1967), Mills{1956 and
1959), and Dahrendorf(1958) to name but a few,



()

1969b: 95-107)

A fourth general short-coming has been their insist-
ence upon Eﬂﬁif scientific orientation rather than that
orientation being based upon a particular ideology. Such
an insistence tends to limit their vision and, thus, their
scope of investigation and analysis. Such a situation may
lead to the ignoring of important forces at work in Latin
American, or any other, society. It is for the just-outlined
reasons that this thesis takes the position that a fundamen-
tally alternative perspective may provide social science
with a better comprehension of the machinations of society's

socio-economic forcese

5;3
%
"t

It seems increasingly clear that people are living
in an increasingly interdependent or interrelated world.
What happens in one part of the globe may have important
effects upon another part within a relatively short period

of time., The age of isolationism largely seems to be a thing

of the paste. It therefore seems reasonable, indeed important,
for people to more fully understand those events which may be

geographically far-removed from them but which may profoundly

affect their lives, An holistic investigation, such as in

this thesis, may make a contribution in this regard,

5 For an excellent discussion of ideology masquerading
as "objective" social science see David Horowitz (1970: 8-

63).




(5)

If this growing interdependence amongst the world's
nations, peoples, etc. 1s, indeed, an accurate assessment
of the situation it then follows that the decisions end

events of the developed nations may have deep effects

on the underdeveloped countries and vice-versa., Thus, the decis=

ions of American policy-makers in Washington may have

profound effects upon Latin American society, and conversely.

It is with these decisions, their effects and counter-effects,

end their interrelations that this thesis will deal. The
thesis will particularly examine the external events affect-
ing the internal situations in Latin American countries,

This examination.plans to concentrate on two areas of
study; the first being the investigation of social and ec-
onomic underdevelopment in Latin Americae generally, and the
second focusing on a particular program of planned social
change in Latin America. The.program selected is the
Alliance for Progress(ALPRO) initiated under the administ-
ration of President Kennedy in 1961, The evaluation of the
ALPRO will cover the period of 1961 to 1967 inclusives

The evaluation of the Alliance will be the first ex-
tensive one done from the particular perspective adopted
in this thesis. The examination of Latin American under-
development as a whole will attempt to utilize sociological
techniques used extensively in the discipline but only
slightly in the area of underdeveloped nations. In this

respect the thesis may make & substantial contribution,
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Chapter One will present an overview of the literature
on underdevelopment and development particularly in the
areas most closely associated with sociology per se. This
presentation of the "mainstream" perspectives and models
will be done from a critical viewpoint in order to more
clearly point out to the pteader the general dissatisfaction
the present author has with these approaches. An alternative
model will then be discussed in the hopse that it may yield
better resultéo

Chapter Two will outline the history of Latin America
since the coming of Spanish and Portuguese colonizers. The
historical approach to sociology is all too often ignored
by the discipline, often resulting in serious consequences
for oﬁe's understanding of reality. It seems clear that in
order to begin to comprehend and analyze the present one
requires some basic knowledge about how and why the present
came to be, G, Wright Mills(1959: 146) has expressed this
view nicely in his remark---"All sociology worthy of the
name is 'historical sociology.' It is, in Paul Sweezy's
excellent phrase, an attempt to write the ‘present as
history.t" |

Chapter Two will, furthermore, offer some pointed crit-
jcisms of the "dual-society" thesis as applied to Latin
America., Such a discussion is entered into not only because

that thesis is generally accbpted to be true but also because
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it is used to obscure the real reasons why Latin America
remains underdeveloped., The final part of the chapter will
offer some preliminary data as to the extent of American
economic involvement in Latin America. Such a discussion
at that stage will facilitate the reader's comprehenéion
of the approach taken throughout the remainder of the
thesis,

Chapter Three will present a brief discussion of
MAmerican foreign policy vis~a-vis Latin America since the
mid=-19th century or so. That discussion will enable the
reader to more completely understand the situation in
which the Allisnce was formulated. The other section of
this chapter will offer an abbreviated discussion of the
actual formulation and approval of the Alliance for Progress
Charter,

Chapter Four will present the methodological approach
taken by the thesis in quite specific detail . This dis-
cussion will include, amongst other things, the kinds of
varigbles selected for analysis, why they were selected,
the sources for obtalning data, the types of data and data
analysis used, the formulation of hypotheses and subsequent
statistical tests used, and so on.

Chapter Five will present and analyze the data collected
and the relationships between the variables interpreted, The im-
plications of the data will be fully discussed, Chapter Six

will complete the thesis with a summary of the findings,

the general conclusions reached, and the implications these
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have for future study and research in the area of Latin

American studiese



CHAPTER ONE
DEVELOPMENT AND UNDERDEVELOPMENT :SOME PERSPECTIVES

The expressed intention of this chapter is to eritiecally
review some of the more important models and perspectives
of underdevelopment and development, Subsequent to such a
review will be the presentation of an alternative model of
underdevelopment-development. This alternative model &s ass=
umed to more accurately reflect the socio-economic realities

of Latin America.

I
Mainstream Perspectives

The importance of utilizing a model or perspective which
best reflects social reality cannot be overemphasized. This
importance can be clearly seen when one makes decisions aff-
ecting people's lives based upon a certain perspective. At
such a time the social scientist has a responsibility to the
people whose lives may be affected, On the importance of
utilizing a particular perspective Sweezy notes,

A would-be scilence which starts with a false or
irrelevant conception of reality cannot yield
very significant resulta, no matter how refined
and sophisticated its methods may be. The answers
a scientist gets depend, first and foremost, not

on the methods he uses but on the questions he

asks.
This is of course not to denigrate the import-

(9)
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ance of methods and techniques of investigation,
In the development of science they have probably
played as important a role as basic theory. The
two are in fact intimately interrelated: theory
poses questions, methods are devised to answer
them, the answers or lack of answers make more
theory necessary, and so on ad infinitum.

(1970 ¢ 2)

Those models and perspectives which this thesis con-
tends have a faulty conception of reality are those assoc-

jated with Hoselitz, W. W. Rostow, Nash, Hagen, McClelland

and Lipset. The model which the present authour regards as more

accurately reflecting Latin American reality is founded
upon Marxian premises1 and has been closely associated with
the model adopted and developed by Andre Gunder Frank
{(1969a).

1 By"Marxian premises" the present authour means the
essential foundations of Marxist thought, i.e. dialectical
and historical materialism, class struggle, the labour
theory of surplus value, the laws of uneven and combined
development, and the imperialist nature of capitalism. The
following works serve as an accurate reflection of the pre-
sent authour's view of Marxism: Cornforth(1971a; 1971b;
1971¢), Marx and Engels(1961), Lenin(1961), Mao Tse-tung
(1961), Bukharin(1969), Lenin(1966), Novack(1966), Sweezy
(1968), Cox(196l), and Nicolaus(1970). There are of course
many other works of Marx and his successors which have con-
tributed to the present authour's understanding but these
may be taken as the basic works contributing to the under-
standing of the basic conceptse
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A, Hoselitz (1960: 31-}2)has attempted to utilize
three of Parson's pattern variables to explain the lack

of social and economic development in many parts of the
world. Hoselitz has suggested that the developed countries

are characterized by the pattern variables of "universal-

LI 1"

ism, achievement orientation," and "functional specific-

ity," while the underdeveloped nations exhibit their opp-

"

osites, i.e. "particularism," "ascription, and "functional

diffuseness™ respectively, It follows, according to Hoselitz,
that underdeveloped countries must de-emphasize the pattern
variables of underdevelopment and adopt the pattern variables
associated with development,
Parsons (1951) has contended that social systems and
2
social agtions can be analyzed in terms of five pairs
of paﬁtern variables. The pattern variables are types of
choices open to human beings with each one representing
polar extremes. Parsons writes,
If the derivation of these five altérnative
pairs from possibilities of the combination
of the basic components of the action system
has been correct, if they are in fact all on
the same level of generality and are exhaust-
ive of the relevant logical possibilities on

that level, they may be held to constitute a
system. Then, on the relevant level which, as

' 2 The other two pairs are "affectivity vs. affecte-
ive neutrality" and "self-orientation vs. collectivity-
orientation.™
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we shall see is only one which needs to be con-
sidered, their permutations and combinations
should yield a system of types of possible role-
expectation: pattern, on the relational level,
namely defining the pattern of orientation to
the actors in the role relationship. This sys-
tem will consist of thirty-two types, which

may in turn be grouped into a smaller number

of more fundamental ones. (1951: 663 emphasis

in the original)

Any individual in a situation must make a decision as
to what he or she isbgoing to do. In a "universalism-partic-
ularism" context the choice is between acting in terms of
a universally accepted precept or one particular to the
situation in which one finds oneself, In other words, & per=
son is going to act with reference to rule or with reference
to the particular qualities of the person towards whom one
is orienting one's action., In the "achievement-ascription”
context the person decides how to act by focusing his or her
attention on either the achieved qualities of the other per-
son or the ascribed qualities., In the "specificity-diffuse-
ness" context the choice takes into account specific fact-
ors such as contract obligations while diffuse obligations
include family loysalties, etce

Which pole an individual leans towards is derived from
that which is emphasized by the society in which the person
was raised. The person acquires his "pattern" of behavior,
so to speak, through socialization, or failing that, thr-

ough coercive means., The problem 'is to make people want

to do what they are expected to do.
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The challenge to Hoselitz which has been raised by
Frank(1969b: 25-39) is basically this. Both underdeveloped
and developed countries sufficiently exhibit both polarit-
ies as to bring into question the general usefulnéss of
the Hoselitz model. An exsmple may be cited from Franke.

Hoselitz...characterizes developed countries
as achievement oriented. To examine the coun-
terpart of this pattern variasble in reality,
it is important to divide it into three sub-
variables: reward, recruitment, and motivat-
ion., In the United States, reward within roles
is indeed substantially dependent on achieve-
ment., But recruitment into roles, although
perhaps substantially a matter of achievement
among the middle classes, is very much based
on ascription in both the high levels of bus-
iness management, as Granick has shoWne.e,

and among the masses of poor in the "other
America," as Michael Harrington has so dram-
atically demonstrated., The ascription of roles,
and the consequent reward, to the American
Negro speaks silently and eloquently for it-
self through his contemporary Freedom Movement,
Harrington shows, moreover, that far from be-
coming less ascriptive, American society, both at
the top and at the bottom (and perhaps also in
the middle), is becoming progressively more
ascriptive. (1969b: 26)

Frank is not saying that the Hoselitz approach is
useless but is simply indicating that the pattern variables
approach is not the crucial factor in the comprehension
and analysis of underdevelopment and development. In other
words, there are other factors, ignored or glossed over by
Hoselitz, which are of critical importance in understanding
the determination of underdevelopment and development(1969b:

32), In addition, Frank(1969b: 38) indicates that the
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Hoselitz approach has yielded little success from a policy

effectiveness viewpoint,

B. The approach espoused by W. W, Rostow talks about the
"stages of economic growth." Rostow explores the contention
which states that economic growth and development proceeds
in several distinguishable historical phases., These histor-
ical stages are as follows: the traditional society, the
pre-conditions for take-off, the take=-off, the drive to
maturity, and the age of high mass consumption., The key stage
is, of course, the"take-off" stage where the economy attains
self-sustaining growth.(Rostow, 1953 and 196l.)

In his criticism of the Rostow approach Frank writes,

Rostow's stages and thesis are incorrect primar-
ily because they do not correspond at all to the
past or present reality of the underdeveloped
countries whose development they are supposed to
guide. It is explicit in Rostow, as it is implic-
it in Hoselitz, that underdsvelopment is the or-
iginal stage of what are supposedly traditional
societies-=--that there were no stages prior to
the present stage of underdevelopment. It is
further explicit in Rostow that the now develop=-
ed societies were once underdeveloped. But all
that is quite contrary to fact. This entire app-
roach to economic development and cultural change
attributes a history to the developed countries
but denies all history to underdeveloped onese
The countries that are today underdeveloped evi-
dently have had a history no less than have the
developed ones., None of them, for example India,
is today the way it was centuries or even decades
a 0960 .

gIndeed, the economic and political expansion of
Europe since the fifteenth century has come to
incorporate the now underdeveloped countries into
a single stream of world history, which has given
rise simultaneously to the present development of
some countries and the present underdevelopment of

otherse (1969bs LO=i1)
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This development-underdevelopment dialectic will be more

fully discussed later. Suffice it to say at the moment it is
Prank's view, asmongst others, that the underdevelopment of the
so-called "Third World" nations has been at the price of de-

velopment of the industrialized nations.

C. The approach of Manning Nash to the studying of under-
development is essentially that of the dual-society theorists
and will be more fully examined in Chapter Two. For the pres-
ent it is the diffusionist aspect which will be commented one
The diffusionist thesis simply contends that underdeveloped
nations are in need of investment capital (particularly
foreign private investment) and advanced technology (Nash,
1958 and 1963). Underdeveloped nations, as in Latin America,
do need capital, but why such a need exists is never answered
by the diffusionists. Similarly, these countries need technol=-
ogy, but what kind for what purposes is also not dealt with.
Bodenheimer (1970: 113-114) and Frank (1969b: [;8-66) have
eriticized the diffusionist approach on the following groundss
They point out that Latin America received $ 3.8 billion worth
of American direct investment between 1950 and 1965, During the
same time span Latin America sent $ 11.3 billion to the United
States in the form of dividends and profits. In other words,

Latin America has been a net exporter of capital in this sect-

or--=-to the tune of $ 7.5 billion,

3 The reader is referred to the recent report on under=

develgged countries by Pearson et al,(1969) which argues this
positlone
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This $ 7.5 billion figure is considered a gross
underestimate (Frank, 1969b: 49-52; Petras, 1970: 234).
Jalee (1969: 125) has calculated that, all things consid-
ered, the "Third World" experienced a net loss of $ .9
billion in 196l with the respective Latin American figure
being $ 1.9 billion. Who is diffusing capital to whom?

Furthermore, Dos Santos (1970a: 231-236), Frank
(1969a: 205-208), Petras (1970: 13-20), and‘O'Connor (1970
: 42-60), as well as others, have pointed out that the
technology "diffused" to Latin American countries contributes
little to the development of those countries. Such technol-
ogies are capital intensive and, thus, employ relatively

few Latin Americans. Furthermore, it is a technology designed

to produce the consumer goods of a relatively affluent society

and, therefore, is of 1little use in meeting the needs of

the vast majority of Latin Americans, In sum, the technology
"diffused" to Latin America largely serves the priorities of
the multinational corporations rather than the needs of the
Latin American people. Latin American economies become wedded
to an economic system and form of production which inhibits

the development of those countriese.

D, The approaches to development associated with Everett
Hagen and David McClelland may be best characterized as a
"psychological approach." Both theorists emphasize the ind-

ividual motivations of people from a neo-Freudian perspect=-
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ive. Hagen (1962) is explicit in his emphasis upon the
psychological components of development. He makes much

use of the "internal state" of the personality a la psy-
choanalysis. It is the short-comings in the individual
personalities which go towards the explaining of underdevel-
opment in the "Third World."

McClelland tekes a similar appraoch hypothesizing
"that a society with a generally high level of n Achiev-
ement will produce more rapid economic development." (196l)
The lack of development in Latin America is presumably due
to a low level of n Achievement amongst the Latin American
populace.

In criticizing these two approaches of Hagen and Mc-
Clelland, Kunkel has observed,

Hagen makes much use of personality as an
"internal state" of individuals. The charact-
eristics of the "internal state" are derived
from psychoanalytic theory, and then used to
support the theory and hypothesized relations
among observed facts and inferred charcteris-
tics. When psychoanalytic concepts and theor-
ies are used in the study of economic develop-
ment, problems of validating the concepts make
any causal generalization difficult to test
and accept on bases other than faith...The
caugsal asnalysis is inadequate. Hagen infers
causes from effects, but no evidence is pre-
sented to validate the inference made...Mc-
Clelland postulates a variety of needs as
components of a person's "internal state,"”
but this method of analysis involves infer-
ences from behavior (e.g., the writing of
stories based on TAT pictures) which are dif-
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ficult to validate, in order to explain the
data collected by McClelland and his assoc-
iates. (1965: 72=73)
In sum, the positions of Hagen and McClelland are suggesting
that development is a result of purely psychological changes
within the individual rather than structural changes bring-
ing about psychological changes.
This placing of the individual into the primary role
rather than considering the social structure as primary and the
individualt's position secondary, but nevertheless important
is not only unacceptable to Marxian theory but to other
sociological theory as well., For example, the ideologically
liberal scholar George Herbert Mead writes,
We attempt...to explain the conduct of the in-
dividual in terms of the organized conduct of
the social group, rather than to account for
the organized conduct of the social group in
terms of the conduct of the separate individ-
uals belonging to it. For social psychology,
the whole (society) is prior to the part
(the individual), not the part to the wholes;
and the part is explained in terms of the
whole, not the whole in terms of the part or
partse (1967: 7)

Mead has apparently put his finger upon the major short-

coming of the psychological approach to development, that

being the emphasis of Hagen and McClelland on the indiv-

idusl over and above the social structure,

Eo The perspective which Lipset and Solari bring
to their joint effort on Latin America (1967) reflects
quite well the mainstream thinking of contemporary Amer=

ican political sociology. Such thinking espouses the
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views of pluralism with an emphasis placed on the role
of competing elites and pressure groups. Put simply, Lipset
(1963) and others claim that no one group holds an hegemonic
position over the political and economic institutions of
America, Various groups representing diverse interests in

society compete to determine what the political and economic

policies and decisions will be. These groups have, in general,

equal power and influence. Politicians,and the institutions
they hold sway over, must respond to these pressures from
varying interests in society. No one interest group holds

a decided edge in its ability to persuade or pressure polit-
icians. It is the leaders, or the "elites", of these varied
interests who have the most influence over the direction a
particular group will move towards or take, What is largely
true of America is similarly so for Latin America.

The pluralist theory is; of course, open to serious
criticisms. These criticisms have been presented at length
elsewhere and there is no need to dwell on them. Bodenheimer
reminds the reader of these when she writes,

What this type (pluralist) of analysis does
accomplish~---by no coincidences,.-~=1ig the

elimination of Marxian class analysis and
the transformation of the very concept of

I, The reader is referred to Domhof' £ (1967 and 1970),
Miliband (1969), and Fitch and Oppenheimer (19704a; 1970b;
1970¢).
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"class" from a powerful analytical tool into

a contentless categorization of social group-
ings in terms of income, occupation, or "status%
It removes the very heart of the concept of
class and class conflict-=-stratified power
relationships. Deprived of the notion of power,
and specifically the. concept of domination or
exploitation of one class by another, plural=-
ist analysis leaves little room for a conflict
model, For if all conflicts of interest are
reconcilable by bargaining and compromise,
notions of “class struggle" or conflict based
in power relations become irrelevant, (1970:
108-109)

With respect to the application of the pluralist per-
spective to Latin America one could seriously question the
Justification of applying what seems to be true for the
United States to the Latin American context. By doing so,
one becomes subject to Myrdalts (19702 16) criticism of
using models and concepts forged in the Western world as
being equally applicable in the studying of the "Third
World." More damaging, however, is that literature,already
referred to, ﬁhich questions the validity of pluralism per
se,

The short-comings of applying the pluralist per=
spective to Latin American studies is indicated nicely by
Blackburn in his criticism of Lipset and Solari's effort,
Blackburn writes,

In a book supposedly devoted to elites there is
no contribution on landowners who have tradition-

ally been such an important element in the Latin
American oligarchy. On the other hand there are
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seven contributions on aspects of the educw
ational system...The general argument emerg-
ing from such works is that the development
of underdeveloped regions will ensue if
schoolteachers can be persuaded to instill
healthy capitalist values in their pupilsSese.
(1969: 172)

In summary, each of the prevailing mainstream per-
spectives on development and underdevelopment have been
subject to serious short-comings. These short-comings
are of such a degree as to warrant their abandonment
for the moment, In their places must be offered a per=
spective which is not subject to the short-comings of the
others and which presents its bearer with a more poweeful

approach in comprehending the socio-econcomic reality of

Latin Americae.

IT
The Metro-Satellite Model Used

The perspective and model which'will be used through-
out this thesis is based upon Marxian foundations and con-
cepts. The model derived from these foundations may be
referred to as the "metro-satellite" model., The model is
quite similar to the "metropolis-satellite” model of devel-
opment=underdevelopment developed by Andre Gunder Frank
(1969a),

The thesis model is considered to be & conflict
model as opposed to the "order" models charcterized by
the mainstream perspectives. These latter perspectives

have tended to emphasize harmony, equilibrium, and grad-
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ualism in a world full of conflict, disruption, and qual=-
itative discontinuity. The conflict model states that
events of a political, social, and economic nature are best
understood as a result of conflict amongst various contend-
ing forces=---those forces attempting to maintain the status
quo conflict with those forces attempting to modify or rad-
ically transform it,

In attempting to be concise in the presentation of the
"metro-satellite” model it may be necessary to be general
and overly simple, This kind of presentation will not de-
tract from the presentation and may, indeed, add to it by
avoiding distracting detail.

Capitalism may be distinguished and differentiated from
other kinds of socio-economic systems. Under capitalism the
means of production, distribution, and exchange are owned
and controlled by a small minority of the populace. TFeudal~
ism has been said to be "a system under which economic stat-
us and authority were associated with land-tenure, and the
direct prodﬁcer (who was himself the holder of some land)
was under obligation based on law or customary right to de=
vote a certain quotg of his labour or his produce to the
benefit of his feudal superior." (Dobb, 1967: 2) What dis-
tinguishes capitalism from feudalism is 1) the creation of a
wage=-labour force, and 2) the amassing of liquid capital.

(Sweezy, 1971c: 3.) Under the capitalist system the surplus

5 For a summary of studies indicating this see Lundberg

(1969). '
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6

value generated by the labour force, which forms the vast

majority of the adult population, is expropriated and app~-
ropriated by the capitalists. A large part of this surplus
value must be reinvested if capitalism and/or capitalist
enterprises is to grow and prosper, Sweézy notes,
The process is by its very nature an expanding
one, always reguiring new fields for investment,
more labor power and raw materials, and larger
markets for finished products. (1971c: 3-4)
Capitalism has passed through a number of different
forms---from a competitive stage in America and England to
a ﬁonopoly form characteristic of contemporary industrial
capitalism in general., In the competitive stage the indiv-
idual firfmm grew by reducing costs, under-selling rivals,

realizing larger profits, and investing in & manner which

cut costs, increased supply, and under-cut competitors. As

6 This term may be explained in the following simple

example. A worker is required to work eight hours a day

for the capitalist in order to provide for himself and his
dependents. (He owns no means of production,) However, within
four hours he has produced enough to meet the survival needs
of himself and his dependents. Nevertheless, as a condition
of employment he must work the full eight hours., He is paid
for the four hours of work and not the eight. The other four
hours is surplus labour which is turned into surplus value
and remains in the hands of the capitalist. The worker re-
ceives wages covering only the first four hours of labour,

7 The term "monopoly" is utilized here as in Baran
and Sweezy (1966: 6 fn.). They write, "we use the term
'monopoly! to include not only the case of a single seller
of a commodity for which there are no substitutes, but also
the much more common case of 'oligopoly!', i.e., a few sell~-
ers dominating the markets for products which are more or
less satisfactory substitutes for one another."
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some firms prospered and grew, other firms fell behind in
the race., The average firm becomes so large that it must
begin to take account of the effect its own production
has on the market price., It then begins to act like a
monopolist, Advancing technology also favoured the larger
business enterprise which was able to meet the costs of
such entities,

Thus, under capitalism there is a monopolization pro-
cess, The firm begins to manipulate its supply 'so as to be
able to set prices which yield the greatest profit. An in-
crease in supply could mean a cut in prices and a subsequent
loss in profits. Buch an event would_ﬁndercut the firm's
ability to keep pace with its rivals. Sweezy notes the
consequences,

Given these possibilities and constraints, the
result is an irresistible drive on the part of
the monopolistic firm to move outside of and
beyond its historical field of operation, to
penetrate new industries and new markets., Thus
the typical production unit in modern developed
capitalism is a giant corporation, which is both

conglomerate (operating in many industries) and
multinational (operating in many countries).

1971¢: 5)
(1971¢c: 5 8

Capitalism has been imperialistic ever since its

8By "imperialism" is meant the control by natives of
one region or country over the economic resources of another
region or country, such that these resources are used largely
for the benefit of the former. The key concept is "control"
which may be exercised directly thiough the classical colon-
ial situation or indirectly, e.g. through the manipulation
of international commodity prices, foreign aid, etc,
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beginnings. This imperialism has teken a number of forms
=-={irst the mercantile, then the laissez-faire, and now
the monopolistice. Capitalism is a system in that it is an
ordering of interrelated parts. Many of these parts of
capitalism have consistently been in sharp conflict with
other parts. In a word, the large number of the exploited
countries have clashed with the smaller number of dominat-
ing countries holding hegemony over the former. As Sweezy
notes, "The two are indissolubly linked together, and nothing
that happens in either part can be understood if it is con=-
sidered in abstraction from the system as a whole." (1971 ¢

s 3)

The spread of capitalism throughout the world has
produced economically developed and economically underdevel=-
oped poless The former have been concentrated in North Am~
erica, Burope and Japan while the latter have been centred
in continental Asia, Africa and Latin America. Capitalism
has also genera%ed regions of underdevelopment within the
developing, industrial metropoles, and small pockets of de-
velopment within the underdeveloping , non-industrial
peripheries (satellites).

The underdeveloped regions have been and remain char-

acterized by an emphasis on raw material production with a
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dependence upon one or a handful of raw material exportse.
The corporate concerns of these countries are increasingly
controlled by foreign investors through the form of the
multinational corporation. These corporations gear their
activities to the benefit of the corporation as a whole
rather than for the priorities of the country in which
they have located themselves. The effects of this develop-
ment have been noted by Hymer who writes,
In many cases, business enterprises (the micro~
cosm) are now broader than nation states (the
macrocosm). In other words, the part is greater
than the whole and o0ld balances and rivalries
have, to some extent, been upset. The corpor-
ation gains flexibility by crossing internat-
ional boundaries and erodes the power of the
nation state. (1970: 243)

The native elites which have served the colonial powers
in the past now serve the multinational concerns (for it is
there that the power and wealth is concentrated)., What nat-
ive capitalist enterprises have managed to develop on their
own have been or are being squeezed out by the larger multi-
nationals which control world markets, The powerful milit-
ary and governmental apparatuses available to such multinat-
ionals have created and continue to create conditions favour-

able to the development of the multinationals. Such conditions

created include the removal of obstacles impeding the ' pene-

tration of markets and the prevenbtion of the rise of forces

opposed to the multinationalse
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What has been considered to be true about the spread of
capitalism in general is considered to be true of Latin Amer-
ica in particular. The development of industrialized capital-
ism in Western Europe and the United States has subjected
Latin America to underdevelopment. In a word, underdevelopment
and development are intimately interrelated. Western Europe,
and now the United States, have served as the metropolis of
Latin America. In turn, Latin America has served as the sat-
ellite of these respective metropoles. The Latin American
satellites, in their turn, have had their own satellites for
which they served as metropoles. Thése metropolis-satellite
relationships have existed at the national, regional,
and local levels as well as the international level,

This metropolis-satellite relationship is éxpressed by
Frank in the following manner,

Capitalism's essential internal contradiction be-
tween the exploiting and exploited appears within
nations no less than between them, And imperial-
ism's consequent essential structure of the ex~
ploitative relations between the developing metro-
polis and the underdeveloping periphery is partially
duplicated within each society, each nation-state,
and indeed within their regions and sectors. In each

underdeveloped country it is today its national met-
ropolis which had and has the greatest contact with

the world metropolis. Simultaneously and consequently,

these national metropoles, and of course the world
capitalist metropolis as well, maintain an exploit-
ative relationship with their respective provincial
peripheries which is an extension of the relation~
ship the world capitalist metropolis maintains with
them. On the regional and sectoral levels as well,
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the provincial commercial centers, which are in

the economically disadvantageous position of a

periphery with respect to the national and int-

ernational metropoles, are for their own part in

turn an exploiting metropolitan center to their

respective rural hinterlands., The metropolis of

each of these levels is of course intimately tied

to and dependent on the metropoles of other

levels. (1969b: 227)
There is, then, a hierarchical ordering of metropoles and
satellites, pyramidal in shape., This pyramid is, of course,
narrow at the apex and broad at the base indicating that
the few above exploit the many belowe

9
The economic surplus generated by the satellite is

expropriated and appropriated by the metropolis and is
steered up the pyramid. Each level helps itself to some of
the surplus, thus developing at the expense of the lower
level(s)s There are close economic,,political, social and
cultural ties between each metropolis and its satellite,
There is a monopolistic structure extending throughout the

whole system in which the metropolis holds monopoly power

over the satellite. A large part, or even all, of the economic

surplus is expropriated and appropriated by the metropolise
Available resources are poorly allocated as far as the sat-

ellites needs are concerned. (Frank, 1969&: N7.)

9 This term was developed by Baran(1960: 22-lI1). It is

that part of the surplus value which is being accumulated,
i.e. not being consumed by the capitalist class,
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According to Frank (1969a: 145-150) the expansion of
the capitalist systém several centuries ago incorporated the
ma jor portions of the world into the capitalist system. Since
1917, however, numerous countries have opted out of this
particular socio-economic system and have established what may
be loosely referred to as a "socialist" system in its place.
Underdeveloped nations which have severed the metropolis-sat-
ellite ties and adopted a centrally-planned economy have been
able to develop economically. Frank maintains that unless
Latin American nations do much the same they will remain
underdeveloped,

It is useful at this point t6 make clear the distinction
between economic development and economic growth. These two
concepts cannot be equated although they often accompany one
another., All countries exhibit economic growth to one degree
or snother. In other words, the Gross National Product never
remains static in any absoluﬁe sense, Hconomic growth is an
indicator of the change in the output of goods and services
over a specified period of time. A country exhbiting growth
may be developed, developing, or underdeveloped, or under=
developing. Even a high growth rate for an underdeveloped
country does not necessarily mean that country is developinge.

Actual economic development may be measured by a number
of indicators such as per capita income, per capita consumpi-
jon of energy, per capita consumption of‘steel, etc, Such

indicators ares, of course, relative. Jalee (1969:
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3=13) has shown that the three indices just mentioned give
a good indication of a country's relative economic develop-
ment. In other words, countries such as the United States,
Sweden; U.S.3.R., etcs are generally considered to be de=
veloped while countries like Peru, Nigeria, India, etc. are
generally thought to be underdeveloped. The three indices
accurately reflect these differencés in development, Other
indices may be used as well,

Countries moving towards development are likely to ex-
hibit a fairly high growth rate. Countries exhibiting a high
growth rate, howsver; cannot be said to be developing given
the growth data alone. Neither concept can be said to reflect
other indications of development such as the quality of goods
and services produced, the distribution of the nation's income,
the distribution of the goods and services, what have been
the costs of development and/or growth, e.ge pollution and
damage to the ecology, etce

There are, of course, iﬁdices of social development as
well, Such.indicators include number of people per doctor,
number of people per teacher, number of people per house,
provision of water and sewage, etc. Economically developed
countries definitely tend to be better off vis-a-vis social

development than are the economically less developed. (Jalee,

1969: 10-11.)



CHAPTER TWO
HISTORICAL PATTERNS IN LATIN AMERICAN SOCIETY

The expressed purpose of this particular chapter is to
1) examine the widely-held "dual-society" model with respect
to Latin America, 2) present an historical overview of Latin
America from the "metro-satellite" perspective, and 3) offer
some preliminary data indicating the extent to which American
interests are involved in the Latin American economy. Such a
discussion is likely to aid the reader in his or her compre-

hension of the thesis as a whole,

I
The "Dual-Society" Thesis

Marxists and non-Marxists alike have long held to a mod-
el of Latin America which has been termed the "dual-society"”
model, This model of Latin America may be summarized in the
following manner. In Latin America there are two different
and largely independent societies---one which is archaic or
"feudalistic" in nature, and another which is modern or cap-
italistic, The former emphasizes traditional and agrarian life
styles while the latter emphasizes life styles taken to be

modern and urban, Sociological concepts such as "Gemeinschaft",

(31)
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"primary groups", "folk society", and "sacred societies",
connote and convey to the reader the essence of the form-
er type while the polar concepts of "Gesellschaft", "sec-
ondary groups", "urban soclety", and "secular society"
connote and convey the essence of the latter typea1

The more archaic pole is supposed to have had its or-
igins in the feudal stage of the Spanish and Portuguese
colonial epochs. Thése Western European nations imposed
their own feudal structures upon thé "new world" of the
Americas. The"feudal"pole exhibits little change or in-
novation while the more modern capitalist pole is dynamic
and creative, The latter is said to have cast off its
feudal origins and developed into a relatively modern
and economically developed societye. The "feudal" segment
is ruled by a conservative oligarchy which is hindering or
holding back the further modernization of both the modern
and archaic poles. The more modern segment, according to
the dual-society thesis, has proved to be entrepreneurial,
progressive, and middle class, Furthermore, this modern

segment is supposedly characterized by an inclination to=-

1 The reader is referred to se veral sources which
summarize the dual-soclety thesis. See, for instance,
Tannenbaum (1966), Woddis (1967), and Stavenhagen (1968),
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wards Western style "democracy." It follows from such &
point of view that for a full social and economic devel-
opment of Latin America to occur there must be an aband-
oning of the "feudal" sector and a subsequent embracing
of the capitalist sector,

The first challenge to this dual-society thesis is
the questioning of the validity of the notion that both
Spain and Portugal were clearly feudal societies at the
time of their colonization of the "new world.," If they
were indeed feudalistic then it would seem reasonable to
assume that their colonization would be feudal in natures.
However, if they were not feudalistic then it would seem
unlikely, although not entirely out of the question that
they would colonize in the feudalistic fashion. The pre-
sent authour has become convinced that Spain and Portugal
were not feudalistic but capitalistic at the time of their
colonizing in the Americas. Furthermore, that a feudal
structure was not imposed upon the Latin American colonies
but that the colonization was capitalist in nature. What
feudal traits might have exhibited themselves in Latin Ame
erica were quite undeveloped and superficial whereas the
capitalistic features were quite extensive and the heart
of the colonization process.

It would seem quite useful, at this point, to clarify
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what soclo-economic features distinguish a feudal-type sys=
tem from a capitalist-type one. Cockeroft has taken feudale-
ism to mean "a socio-economic system characterized by a closed
economy unconcerned with the accumulation of capital and its
progressive reinvestment for profit"(1968: 29-30). Dobb has
referred to feudalism "as a system under which economic state
us and authority were associated with land-tenure, and the
direct producer(who was himself the holder of some land) was
under obligation based on law or customary right to devote a
certain quota of his labour or his produce to the benefit of
his feudal superior"(1967: 2).

Sweezy has criticized Dobb's definition as being "too
general® (1967: 1) and equating "serfdom" and"feudalism"
(1967: 1)+ Sweezy goes on to say,

Some serfdom can exist in systems which are clearly
not feudal; and even as the dominant relation of
production, serfdom has at different times and in
different regions been associated with different
forms of economic organization...In studying spec=
ific historical problems, it is important to know

not only that we are dealing with feudalism but
also which member of the family is involved.

(1967¢ 1; emphasis in the original,)
Sweezy defines feudalism "as an economic system in which
serfdom i1s the predominant relation of production, and in

which production is organized in and around the manorial es-

tate of the lord"(1967: 2). Sweezy continues,

It is important to notice that this definition
does not imply 'natural economy' or the absence
of money transactions or money calculation., What
it does imply is that markets are for the most
part local and that long-distance trade, while
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not necessarily abgent, plays no determining
role in the purposes or methods of production.
The crucial feature of feudalism in this sense
is that it is a system of production for use.
The needs of the community are known and prod-
uction is planned and organized with a view to
satisfying these needss...There is...none of the
pressure which exists under capitalism for con-
tinual improvements in methods of production.
{19672 23 emphasis in the original.)

Although there may be dissatisfaction with Sweezy's analysis
it, nevertheless, is sufficient for the purposes of this
thesise

¥ a socio-

Capitalism is considered by Cockcroft to be
economic system in which all or most of the mesns of prod-
uction and distribution are privately owned and operated
for profit, the accumulation of capital, and the progressive
reinvestment of capital, with a corresponding development
of labor, salaried classes, and regularly paid functionaries,
all of whom interrelate within a relatively open, competitive
economy' (1968: 29-30},

It is important to note that some form of exploitative
relationship exists both under feudalism and now under capit~
alism. Every class society has been characterized by the
contradiction between exploiters and exploited. It would
seem essential but incomplete to attempt to differentiate
"feudalism" and “"capitalism" on this basis alone,

Sweezy considers a main distinction between feudalism
and capitalism to be between a system of production for use

and production for the market(1967: 8). In addition, Sweezy

writes. that "the buying and selling of labor power is the
g
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differentia specificia of capitalism"(1968: 56). In other

Wwords, in a capitalist society people are not bound to the
1l and and are free to earn their living by selling their
labour power for a wage or salary.

Luis Vitale (1968: 34) has claimed that neither Port-
ugal nor Spain could be considered to be feudalistic at the
time of their colonization of the "new world." Vitale claims
that Portugal had already witnessed its first bourgeois rev-
olution in 1381=---over one hundred years before Columbus
crossed the Atlantiec, Thét revolution ultimately failed due
to the weak, undeveloped social forces supporting it but,
it laid the basis for later success. The bourgeois challenge
to feudal hegemony had been deeply rooted and not easily set
back,

With respect to Spain, Vitale continues,

Spain had less typically feudal characteristics
than other European countries for several reas-
ons$

1) The prolonged Moslem invasion had specific
effects on Spain, interrupting, or rather chan-
ging, the course of the feudal development that had
risen in Visigothic Spain...The Moslem civiliz-
ation was absorbed by Spanish society, giving an
unusual stimulus to commerce...While the rest of
Europe lived under a regime of natural economy,
Spain was carrying on a relatively active trade,
The Arabs promoted agricultural and industrial
pProgressese

2) The Arab invasion forced the Spanish royal=-
ty and nobility to revise the socioeconomic sys~-
tem. In the areas most affected by the war, such
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as Leon and Castilla, a relatively free peas-
ant population emerged that refused to recog-
nize ancient feudal tieseces ,

3) The war against the Arabs impeded the
consolidation of the feudal lords, strength-
ening the centralizing tendency of the kings
seclater attempts at feudal consolidation were
checked by means of the Catholic kingSeee

l}) From the fourteenth century onward, a
pastoral economy known as Mesta developedeos
This sheepraising system, in spite of its
appearance, was not feudalistic, since the
wool produced was sent to the international
marketese

5) The most conclusive proof that Spain was
advancing toward capitalism lay in the rise of
8 new social class: the bourgeoisie, Commercial
capital, accumulated by the merchants trading
with the North Atlantic, Italy, and Provence,
began to finance manufacturing enterprisesc.e.
(1968 3)1-36} emphasis in original,)

Vitale concludes, "In brief, Spain during the period of
American conquest was a country in transition from feud-
alism to capitalism, a nation of uneven development com-
bining feudal institutions with a relatiﬁely strong bours-
geoisie that was dealing with foreign markets."(1968: 36)
Thus, the European nations of Spain and Portugal were

semi-capitalist at the timé of the conquest and well before
other nations of Europe. More important ', however, is the
fact that the colonizing forces were clearly those of mer=
cantile capitalism. The conquest had a clearly capitalist
purpose---the exploitation and commerciaslization of prec-
ious metals. Vitale argues,

Despite the presence of feudal manors, the col-

onial economy was not based on & natural econ-

omy or the smallscale production of the feudal

estate, but on the exploitation of raw materials
for the international market on a relatively
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large scale and through the employment of
large numbers of native workers...In three
centuries Spain extracted twenty thousand
million francs in precious metals from Am-
erican sources, and the principal colonial
cities were created for the purpose of ex-
porting raw materials to Europe. The exploi-
tation of labor during colonization was not
feudal in character; black slavery was not

a feudal institution but a capitalist enter-
prise, organized with large amounts of cap-
itale.ssAnd the native laborers on the encom-
iendas, while in no.way the typical workers
of modern industry, did receive a "bastard-
ized salary." (1968: 37; emphasis in orig-
in&lo )

The economy of the colonies was geared to serve the
Spanish and Portuguese mother countries. Latin America‘s
role as an exporter of raw materials was initiated in
this colonial period. Local industrial development was
restricted by ghe mother countries and, thus, prevented
the emergence of a "normal" domestic market. What indig-
enous enterprises did arise were largely there to serve
the exporting concerns, the employess wofking in such
enterprises, and the colonial administraﬁorso Manufact=
ured goods were imported from the mother countries. The
colonies were apparently there to be’exploited, not de-
veloped.

Nevertheless, the exploitation of the indigenous
population was bound to lead to conflicts of interest,
As such conflicts sharpened during the colonial epoch,
and as the mother countries grew weaker in the face of
increasing competition, the likelihood of the colonies

obtaining their political independence héightened, The
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colonies were eventually able to wrest political control

from the mother countries in the early 1800ts,

Stavenhagen (1968) and Cockcroft (1970) both note

the role of the colonies vis-a-vis the mother countries

in a'sjmilar manner as Vitale above., Stavenhagen writes,

James

writes,

oo othe developed areas of the underdeveloped
countries operate like a pumping mechanism,
drawing from their backward, underdeveloped
hinterland the very elements that make for
their own development, This situatione...is
the result of a long historical process that
began with the expansion of mercantilist and
colonialist Europe., (1968: 16; emphasis in
original,)

Cockcroft continues in a similar vein when he

Latin American sgriculture is not feudal,
European feudalism was never transplanted

to Latin America., Spain was itself in a
post=feudal stage and therefore had no
feudalism to transplant. More importantly,
agriculture in Latin Americs was developed
to service the mining sectors of the econ-
omy (gold and silver) with mules, horses,
and food, and to export goods to Europe
(hides, tallow, sugar, tobacco, cochlneal,
cacao), From the outset, then, Latin Amer-
ican sgriculture was formed or, better said,
deformed, in order to further the capitalist
development of Europe. Agriculture has always
been an integral part of the market economy,
the very opposite of a self-sufficient, iso-
lated,feudal economy. (1970: L3-ll)

Andre Gunder Frank (1969a) has been able to provide

a substantial amount of empirical data which seems to

confirm the position just outlined by Coéckcroft. Frank

(1969a and 1969b) further provides data and evidence to

support the contention that Latin America was never

feudal in nature and that, therefore, the dual-soclety
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model is an inappropriate one for comprehending the Latin
American political-economy. More specificly, Frank lists

the features of feudalism and of capitalism in the agricul-
tural sector under three sub-headings: 1) organization of
agricultural production, 2) condition of agricultural workers;
and 3) changes over time.(1969a: 230) Frank finds little
evidence to support the thesis that Brazilian agriculture

has been or remains feudal since the Portuguese colonizat-
ion, (1969as 229-2112)

Laclau (1971: 19-38) takes issue with Frank's analysis
which states that feudalism neither exists today in Latin
fmerica nor was it transplanted with Spanish and Portuguese
colonization., Nevertheless, and it 1s an important point,
Laclau considers the "dual-society" thesis still to be false
vis-a-vis Latin America. Laclau writes,

soo8emi=feudal conditions are still widely char-
acteristic of the Latin American countryside.
There is no need whatever to draw dualist per-
spectives from this position, because we have
already seen that the basis of the modern, ex-
panding sector was provided by increased exploi-
tation in the backward sector,

We now reach the point where the fundamental
misunderstanding in this polemic rests: to affirm
the feudal character of relations of production
in the agrarian sector does not necessarily in- '
V61Ve maintaining & dualist thesis, bualism implies
that no connections exist between the 'modern' or
‘progressive! sector and the 'closed' or 'tradit-
ional' sector. Yet we have argued that, on the
contrary, servile exploitation was accentuated and
consolidated by the very tendency of entrepreneurs
«ooto maximize profits... (1971: 31; original emphasis)

In short, Latin America integrated into an imperialist system

and that Laclau can concur with Frank that the dual-soclety
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model is an inappropriate one in the study of Latin Amer-
icen society,

The additional suggestion of the dual-gsociety thesis
that the archaic, landed, "feudal" sector is holding back
the social and economic development of Latin America seems
to be unsubstantiated. Indeed, the reseacrh of Petras (1970),
Stavenhagen (1968), and Frank (1969a) suggests the heavy
interlocking of the business, financial, and agricultural
elites. In other words, these elites tend to be one and
the same, In sum, the burden of proof seems to have shifted
to those still adhering to the dual-society positione

1T
Latin America s An Historical Overview

Having presented the . reasons as to why the
dual-society thesis has been rejected and why the "metro-
satellite" perspective accepted, the thesis now turns to
a brief discussion of Latin America circa the coming of
the Spaniards and the Portuguese, This historical overview
will be presented from the "metro-satellite" perspective
and is deemed necessary in order to have a fuller apprec-
iation of the contemporary situation in Latin America,

In 1969 there were approximately 265 million people
in Latin American countries. Some 85 percent lived in

seven of the nineteen nations. The seven countriss were
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Argentina, Brazil, Chile, Columbia, Mexico, Peru and Ven=-
ezuela, The remaining 15 percent live in twelve other
countries. All nineteen, with the exception of Uruguay,
lie within tropical or sub-tropical regions. Their land-
scapes are dominated by mountains, plateaus, and valleys,
Their lowlands are covered with thick jungles,

Columbus, of course, landed on one 6f the Caribbean
islands in October of 1492, At that time, the Mediterranean
had become more and more under Turkish hegemony to an extent
that Christian trade routes were threatened, The high prices
of mercantile intermediaries was draining Europe of its
gold and silver, There was, therefore, an impulse to find
a new, alternative route to the Orient. Two possibilities
appeared likely-=--around the southern tip of Africa into
the Indian Ocean; or by sailing westward across the Atlantic,
The latter alternative was attempted by Columbus who succeed-
ed in crossing the Atlantic in 1,92, He landed in the Bahamas
in October of 14,92, A couple of weeks later he "discovered"
Cuba and thpught it to be Japan or mainland China, He then
returned to Spain.

Pendle notes that upon Columbus' return the following
took placee.

Ferdinand and Isabella, aware of the jealousy of
the King of Portugal, hastened to obtain recog-
nition of Spaint's ownership of the lands that
Columbus had discovered. They at once appealed

to the Pope, whose authority to allocate terr-
itory not possessed by a Christian prince was
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still acknowledged., The moment was propitious,
as a Spaniard happened to be occupying the
pontifical throne, and it was to the Spanish
monarchs themselves that he owed his officeees
After some bargaining between the Spanish
monarchs and the Portuguese king the Treaty of
Tordesillas was signed in June 1494 whereby
the line was fixed at 370 leagues to the west
of Cape Verde. By chance, this re-adjustment
placed the undiscovered coast of the country
that is now Brazil within the Portuguese
sphere, (1963: 34)

The mainland of the Spanish colonies had given rise
to the Maya, Aztec, and Inca civilizations. The Mayas were
in decline when the Spaniards arrived while the Aztecs had
built their stronghold and base upon the lakes where Mexico
City is today. They then were able to conguer the surround-
ing territories. Subdued peoples became their slaves or
were sacrificed to the gods. The Incas, in the meantime,
had extended their hegemony over the full length of Perm
across Bolivia and into Chile. They had built a series of
roads which linked these various parts, The Incas had not,
however, developed a form of writing and thus had to trans=-
mit messages varbally or by way of coloured strings. They
were also ignorant of the wheel and used llamas as their
beasts of burden.

The conquest of Middle and South America was primarily
Spanish, The Speaniards had only recently driven out the Mos-
lems who had come to Spain in 711 A.D. In 1521 Megellan, a
Portuguese navigator in the service of Spain, sailed through
the southern strait around the tip of South Amesrica, Balboa

had previously reached the Pacific in 1513 by travelling
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across the isthmus of Panama, These travels had given

birth to tales of untold wealth supposedly contained in

the highlands of Mexico, Colombia, and Peru. The new world
was a continent to be plundered. After Megellan's discovery
the conquistadores came to Latin America.

The conquistadores advanced into the mainland of South
America through the dense jungles and up the breathtaking
heights, Pendle writes that

By the year 1550 these extraordinary men had
practically completed the conquest of an area
which included the southern part of the pres-
ent-day United States and extended as far south
as central Chile. (Brazil was outside their
control,) Moreover, by 1550 the conquistadores
--=true Spaniards that they were---had founded
many of the cities which still today are major
centres of population. (1963: 37)
The motivation for exploration and settlement was a
greed for gold and feme, and & desire to convert the
"heathens" to Christianity. The conquering of the contin-
ent was infamously brutal. In fifty years the conquistadores
had completed the pacification of almost all of the territor=-
ies with the one notable exception of the Argentine pampa.

In the meantime Portugal was preoccupied with its in-
terests in the Far East and the French frequented Brazil
more than did the Portuguese., The French cut "brazil-wood"
and raided Portuguese shipping. In 1500 Portugal was already
the largest producer of sugar for an oversupplied Europe.
Not until 1530 when there was an increased demand for sugar

did Portugal expand its production by planting cane in the

Northeast of Brazil, This area rapidly became Portugal's
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main source of supply. According to Frank (1969a: 152-=153)
the sugar business became concentrated into a few hands--=
the owners of land and sugar mills, and the merchants, These
people were completely wedded to a dependence upon the mother
country for export markets., Frank writes,
The concentration of wealth in their hands, the
transfer of much of it to the metropolis, and
the structure of production whose greatest pro-
fit lay in producing a single product for export
led to little domestic investment and production
and to the importation from the metropolis of the
equipment for the sugar mills and of Juxury con=
sumer goods. (1969a: 152-153)
Brazil thus became locked into the mercantile capitalist sys=
tem of that era. This structure of dependence upon one or &
few primary exports was to last up to the present time,

Much the same thing happened throughout the rest of
Latin America although the staple products varied, Other
economic sectors were established to supply the resources-
export sector with timber, fuel, food and clothing. The
instability of the prices of staple exports has always had
serious repercussions for Latin American'economiese The
colonial city became the dominant domestic metropolitan
centre with the countryside largely serving as its dependent
satellite, The development of the colonial city was of course
limited by its ties to the overseas metropolis,

The Spanish and Portuguese ruling circles established a
colonial administration throughout the major part of the

Americas. The economy was naturally geared to the servitude

of the needs of the respective mother co{mtriesO Severe trad-
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ing restrictions had been placed on the colonies. Such
restrictions led to a flourishing contraband trade. The
church also came to have extensive economic interests in
Latin America,

After 1600 the power of Portugal and Spain sharply de=
clined. With the union of the Spanish and Portuguese crowns,
the enemies of Spain became the enemies of Portugal as well,
In 1642, 1654, and 1661 Portugal signed commergial treaties
with Great Britain giving the latter economic concessions
in return for military protection. Spain had become bankrupt
by 1700 and also fell under the domination of Britain and
France. Thus; Spain and Portugal became, in effect, satellites
of Britain. Both increasingly became stagnant economically
and took on the features of underdevelopment, Such develop-
ments did not occur all at once but over a period of time,

In the long-run, however, this satellization process of Port-
ugal and Spain did resulte.

As noted earlier in this chapter, the colonies were able
to gain political independence from the weakened mother coun-
tries in the early 1800's, This independence was achieved by
both violent and non-violent methods with some countiies em-
phasizing the former and some the latter, In the economic
sphere, however, Britain was not only able to maintain the
economic influence it had gained in the colonies but was also
able to increase it. This she was able to do through her

monopolistic control over the former colonies access to mar-
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kets, This brand of exploitation can be termed the era of
Maissez-faire imperialism.”

Frank has analyzed this form of imperialism vis-a-vis
Latin America in the following fashione

The monopolistic metropolis-satellite structure
of the capitalist system did not really changej
it only altered its form and mechanisme During
the mercantile epoch the metropolis's monopoly
was maintained by military force and commercial
monopoly; and it was thus that the metropolis
developed its industry while the satellites un-
derdeveloped their agriculture. During the 1lib-
eral epoch, the same monopoly of the now indus-
trially stronger metropolis was maintained and
extended through free trade and military force,
As Alexander Hamilton and Friedrich List recog-
nized, it was liberalism and free trade which
guaranteed Britain its nineteenth-century ind-
ustrial monopoly over the satellites, When this
policy no longer excluded her metropolitan riv-
als from the world market, liberalism was revi-
sed at the end of the nineteenth century by the
imperialist colonial policy; and with the Dep-
ression of the 1930's Britain and John Maynard
Keynes abandoned free trade entirely. (1969a:
163=16l) ' ‘

To this day,Latin American countries remain exporters
of primary products or resources to the world metropoles
(largely the United States) and importers of manufactured
goods, The recent increase in local manufactured goods em-
phasizes luxury-type consumer products and results from the
importing of technologies designed for that form of prod-
uction, These manufacturing concerns are largely foreign-
owned, largely by Americans. The United States has replaced
Britain as the metropolis exercising its hegemony over

Latin America,
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IIT
American Economic Interests ig Latin America

This portion of the chapter will attempt to examine
the exteht of American economic interests in Latin America,
The importance of such an examination cannot be over-empha-
sized in that it appears, at least on thé surface, .
that the large American-owned multinational corporate cong=
lomerates are unduly structuring and shaping the Latin Amer=
ican economies to serve their own corporate interests rather
than the interests of the Latin American people, These multi=-
national corporations are apparently condemning Latin Amer-
ica to underdevelopment and economic stagnation. It must also
be remembered that the Alliance for Progress was formulated
and implemented within this apparent underdevelopment con=
text,

As the British empire began its decline towards the end
of the nineteenth century, the way was opened for the penet=
ration of Latin America by other imperiaiist giantse2 The
rapidly rising economy of the United States with its close
proximity to and historic interest in Latin America was an
expansionist capitalism particularly well-equipped to under-
take such a penetration.

That such a replacement process did, indeed; occur is

largely borne out by the following data. According to the

2 For a comparison of the British and American capital-
ist emplres the reader is referred to Fred Block (1970),
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United Nations Department of Economic and Social Affairs
(1955¢ 153) the United Kingdom had $ 425 million worth of
private monies invested in Latin America. By 1913 this fig=
ure had climbed to $ 3,682 million. A later report by the
seme department (1965 ¢ 17) shows that the figure then drop=-
ped to $ 3,585 million in 191, According to Cleona Lewis's
study (1938) the United States had $ 308 million worth of
private investment in Latin America in 1897. By 191l this
figure hed risen to some $ 1,394 million., (The United Nations
Department of Economic and Social Affairs, 1965¢ 17.) The
U.N. report (1965: 17) gives comparative figures for other
capitalist nations investing in Latin America as follows:
France---$ 711 million, Germany---$ 320 million, and "others"
-==$ 1,559 million; for a total of $ 7,569 million,

A raplid calculation from the just-cited figures indicates
that in 191L ‘some L6 percent of the private foreign invest-
ment in Latin America was accounted for by Great Britain. The
United States was second in this regard at 18 percent., How-
ever, some 87 percent of the American total was direct invest=-
ment rather than portfolio investment. This feature sharply
distinguished American investment from British,

From World War I on, private investment in Latin Amer-
ica by the United States rose both absolutely and relatively,
while British investment relatively declined, By 1958, the
United States had $ 7,752 million worth of direct investment
in Latin America while British direct investment totaled

$ 577 million. (May, 1968: 394-401) In summarizing this
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process, Francisco Mieres writes,

At the beginning of the century, American cap-
ital accounted for a little over eight per cent
of foreign investments on the continent, as
against the 58 per cent controlled by Britain,
By 1913-191 the United States' share had shot
up to 20 per cent, whereas British capital, al-
though still in the lead, controlled less than
half of the total foreign investments. Since
then, the situation has changed radically: the
U.S, monopolies account for four-fifths of the
total sum of foreign investments, British cap-
ital for less than 13 per cent., (1969: 65-66)

In summary, then, the United States' direct investment
in Latin America went from $ 290 million in 1897 to $ 1,528
million in 1919; from $2,245 million in 192 to $ 3,462
million in 1929; from $ L,LL45 million in" 1950 to $ 11,010
million in 1968, Between 1950 and 1968 the increase was
almost 150 percénte (United States Department of Commerce,
Bureau of the Census, various yearss)

It is often contended (Pearson et al., 1969: 99-123)
that private foreign investment is most useful, indeed
quite necessary, for the economic development of underw-
developed nations, Such a utility is further enhanced when
the private investment is accompanied by foreign aid payments,
Such a contention does not appear to be borne out by Latin
American nations. The fact of the matter is that between
1950 and 1968 the United States made direct investments in
Latin America totaling some $ 6,565 million, At the same
time, however, these United States investors took out of

Latin America, by way of profits, dividends, etc., a total
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of $ 13,390 million, Thus, with respect to the private

foreign investment sector, Latin America was a net exporter

of $ 6,725 million of much needed capital funds. The re-
spective figures for the 1960 to 1968 period were: foreign
private direct investment inflow--=$ 2,890 million, private
outflow=---$ 8,06, million; for a net loss of $ 5,154 million
to United States investors. (United States Bureau of the
Census, United States Department of Commerce, various years,)
Frank (1969b: [j9-52), Galeano (1970: 36), and O'Connor
(1970 : 53-56), amongst others, consider these net export
of private capital figures to be an underestimate. Galeano

writes,

A good part of the money which was sent back to
the U.S. as amortization was really profits, and
the figures also do not include payments abroad
for patents, royalties, and technical assistance;
nor do they reveal other invigible transfers that
usually appear under the heading "errors and om-
issions"; nor do they take into account the pro-
fits that the corporations receive when they in-
flate the prices of supplies sold to their affil-
iates and when they inflate, with equal enthusie
asm, their operating costs., (1970: 36)

These decapitalization features are exacerbated by the
deteriorating terms of trade of the Latin American nations.
The effect of this particular process is further noted by

Galeano.

Latin American exports grow in volume but their
prices tend teo falle--or;, in the best of cases,
they remain stagnant---while the prices of in-
dustrialized products imported by the region
rise. Buying power is diminishinge. Taking 1950
prices as a base and adding data from various
documents published by the United Nations Eco-
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nomic Commission for Latin America and the

UN itself, it can be seen that Latin Amer-
lost, due to the deterioration of its terms
of trade, more than $ 18.5 billion in the

ten years from 1955 to 196lL. Now then, im-
perialist investments in the industrial™
sector have had no elfect on these ferms of
international trade, Latin America conbinues
to exchange Its primary products for special-
Ized articles produced in the metropolifan
economies, The Importance of "traditlonal™
exports is actually growing within the total
picture rather than diminishing, and the
proportion of foreign sales by foreign aff=-
iliates is steadily decreasing within the
total volume of sales. (1970: 39; emphasis
in the original,) ' :

This net export of capital just diséussed is true of
Latin America's dealings with the rest of the world as
well. For example, between 1946 and 1968 Latin America
was a net exporter of capital resource33 to the rest of
the world (largely the industrialized capitalist countries),
According to reports of the United Nastions Department of
Economic and Social Affairs (1955; 1958; 1965; 1969a3 and
1969b) Latin America lost $ 7,533 millioh over the 1946~
1968 periode. (Some $ 6,725 million of this was to American
investors between 1950 and 19680% The 1961-1968 figure reads
$ 3,534 million---almost half of the previous 19146-1968

totale

3 The term "capital resources" refers to the net balance
arrived from the inflows and outflows of private investment
(direct snd indirect), profits, dividends, license fess,
shipping charges, foreign aid (grants and loans}, amortiz-
ation of loans, and interest charges.

li See the earlier discussion on pp, 50-51,
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The kind of drain on capital resources presented here
must be compensated in some way if Latin America is not to
go under entirely. Foreign aid has been suggested as a way
such a compensation can occur, (Galeano, 1970: 38) During
the period 1960 to 1968 when Latin America lost $ 5,154
million in capital to the United States corporations and in-
vestors the American péople as a whole were paying taxes
to their government which were channeled into foreign aid
for Latin America., The netsworth of economic aid, between
1960 and 1968, was $ 1,902 million, while the net military
aid given was $ 591 million for the same period. The net
foreign aid thus totaled $ 5,193 million., (United States
Department of Commerce, Bureau of the Census, various years.)

The foreign aid, however, has numerous conditions attache-
ed to it before a recipient country can receive it, Such con=
ditions may include the purchasing of certain goods and serv-
ices from corporations of the lending country, the adopting
of certain monetary and fiscal policies favorable to private
investors, the offering of other attractions to foreign in-
vestment (provision of infrastructures per se and at low
costs to the corporations), etc, These conditions are often
imposed by "international" lending agencies such as the Int-

ernational Monetary Fund and the World Bank which are con-

5 "Net worth" refers to actual disbursements less repay-
ments, ,
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trolled by the industrialized capitalist nations, (Magdoff,
1969a: 115-154; Jalee, 1969: 103=-111; Hayter, 1971.) It is
important to note that this "aig" is largely in the form
of repaysble loans at interest rather than grants, or in
ineppropriate capital goods rather than casho It is also
important to re-emphasize, as does Mason (1970: 14),that
it is the American people as a whole rather than American
corporations which provide the bulk of the btax monies that
are used for foreign aid,

In summary, then, the United States has extensive ec-
onomic interests in Latin America. A prima facle case app-
ears to exist for the conclusion that it is the United States
corporations which gain from private foreign investment in
Latin America and not the Latin American people, It remains
for the thesis to more thoroughly establish such a conclus-

ione




CHAPTER THREE
UNITED STATES FOREIGN RELATIONS IN LATIN AMERICA

The intention of this chapter is to briefly outline the
foreign relations of the United States towards Latin America,
and to further outline the historical context within which
the Alliance for Progress was formulated and initiated. It
"is hoped that such a discussion, although an abbreviat-
ed one, can provide further insight into the reality which is

Latin Americs

I
American Foreign Poliey in Latin America

In any examination of United States foreign policy to=-
wards Latin America one may be at pains to discern that pol-
icy's goals and directions. Instead, one may view America's
Latin American relations as a jumble of diverse, bumbling,
contradictory undertakings. In this regard Irving Louis
Horowitz writesg,

United States policy toward Latin America has
been discussed so often one might be led to be-
lieve a policy exists. This is more fancy than
fact; while major U.S. decisions often drastic-
ally effect affairs in Latin America, they do
not flow from the overall design or consistent

hemispheric posture to qualify as policy decis=-
ionse (1971: 743 emphasis in the originsl.)

(55)
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Unlike Horowitz, this thesis takes the view that
there 1s, indeed, an underlying thread of unity and pur-
pose to United States policies and relations towards
Latin America, On this very point, Magdoff writes,

Even though the day-to-day policy decisions
are the product of numerous, and not necess-
arily consistent political, military, and
economic variables, and even though these
decisions are made by diverse human beings,
some competent and some incompetent, a clear=-
ly discernible trend of foreign policy never=-
thelesss does exist. (1971 : 2)

According to Magdoff, then, the major drift of United
States foreign policy, in genersl, has been:

1 A drive to maintain as much of this globe
as possible free for private trade and priv-
ate enterprise. Subsumed under this are such
considerations as (a) the prevention of com-
petitive empires from acquiring privileged
trading and investment preserves to the dis-
advantage of U.S. business interests, and (b)
wherever feasible, the attaimment of a prefer=
red trading and investment position for U.S.
business,

2o The promotion of counter-revolution,

(1971 : 2) '
It can be presumed phat Magdoff would include the partic-
ular situation of Latin America within his general discuss-
ion,
With the advent of the "Monroe Doctrine" in 1820, it
can reasonably be sald that the United States was explicitly
spelling out its position that Latin America was America's

own particular domain. In that message President Monroe de-

clared that Latin American nations were not open to colon-
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ization by any European nation. It was made clear that
"any intervention aimed at dominating or controlling them
would be considered fthe manifestation of an unfriendly
disposition toward the United States.'" (Aguilar, 1968:
25)

At this particular time in the nineteenth century the
United States economy had not yet developed sufficiently to
adequately enforce the doctrine., However, the congensus was
there in the mind of Americans that Latin America was the
United Statesfprivate preserve. To a certain degree, the
United States-was, indeed, able to adopt economic policies
towards Latin America which gave the Americans more than
moral suasion over theirvsouthern neighbours. On this point,
Stedman=-Jones has written,

One factor which differentiated British and Am-
erican imperialism in the last half of the cen-
tury was the American exploitation of tariffs

ag an instrument of informal empire, This mode
of domination in South America increasingly took
the form of the reciprocity treaty. Using the
high all-round protective tariff as a bargaining
counter, Frelinghuysen,...US Secretary of State,
negotiated this form of treaty with Mexico, Cubsg,
Puerto Rico, Santo Domingo, Salvador and Colom-
bia. In return for a virtually free entrance for
American menufactures, he reduced the tariff on
certain imported raw materialg---thus increasing
the subordination of Latin American states to
the US economy. As he himself explained, recip-
rocity in the case of the Caribbean islands.
"brings the islands into close commercial conn-
ection with United States and confers us and
them all the benefits that would result from
annexation were that possible.™ (1970: 73)
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In 1881 a PanmAmerican conference was proposed by the
then Secretary of Statef James Blaine, Blaine felt that it
was time for the United States to displace Europe as the
major trading nation of Latin America,

The conference proposed by Blaine did not take
place in 1881, or for almost a decade, But when
the vast domestic market inside the United
States began to be insufficient and the rate of
profit began to decline, when the powerful ind-
ustrial trusts, the mining and railroad inter-
ests, and the banks demanded new spheres of in-
fluence, and when the government entered the
struggle for power against the old European
regimes, the Pan-American system emerged, "Pan-
MAmericanism was born in Washington in 1889, was
promoted from Washington, and was received by
Latin America, in the beginning, with coldness
not unmixed with distrust. Annexation was not
its purpose; it pursued a different objective,
that of insuring the industrial domination of
the United States in the new world," (Aguilar,
1968: 38) - :

By the 1890%s there had been an increased consensus
amongst American business leaders that for the United
States to prevent an economic depression.an outlet for
excess production had to be found. The deteriorating sit-
uation in Cuba seemed to be preventing the Americans from
adequately meeting the crisis of the depression in the
1890ts, Stedman-Jones writes,

In 1895 there was 8...Cuban revolution directed
againgt Spain. The causes of discontent in the
island were in fact a direct result of the Rec-
iprocity Treaty negotiated with the US, A new
American tariff in 1895 had eliminated the priv-
ileged position of Cuba in ths American sugar

market, and plantations were consequently forced
to discharge hands. In the Revolution that follow=
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ed conslderable damage was done to Cuban-Am=-
erlcan property. Powerful US corporations
launched a campaign for intervention in the
islandes oAt the same time business men who
did not have agsets to defend and who had
hitherto opposed the war, considered that the
situation was creating an atmosphere of bus-
iness uncertainty, and that intervention was
necessary to stabilize the situation so that
domestic recovery and Asian expansion could
proceed uninterrupted, (1970: 75) 1

In their victorious war against Spain the United States
came Yo possess the Philippines, Guam, and Pusrto Rico, The
theme of "manifest destiny"™ was reinforced and is captured
in Senator Platt's remark: "Every expansion of our territory
has been in accordance with the irresistible law of growthese
The history of territorial expansion is the history of our
nation'S progress and glory., It is a matter to be proud of,'"
(Aguilar, 1968: L1,)

At approximately the same time as the Cuban revolution
(1896) England illegally seized part of Venezuela's territ-
ory. President Clevelend's response was to declare: "At the
present moment, the United States, in fact, enjoys sovereign
rights over the continent and its will has the force of law,'™
(Aguilar, 1968: 1;0,) The increasing strength of the United
States, both absolutely and relatively, enabled the Americans
to vigorously back up thelr rhetoric,

In 1903 the Teller Amendment (used to justify the Cuban

1 Then, as now, business leaders held hegemony over
America's political institutions. The reader is referred
to studies exemplifying this: C. Wright Mills (1963); G.
Kolko (1963); Weinstein (1968)., For a discussion of Amer-
ican business expansionism at this time period see Williams

(1959) .
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intervention) was replaced by the Platt Amendment. The
Platt Amendment prevented Cuba from entering into certain
treaties without American consent. The effect of the Amend-
ment was to make Cuba & U.S. dependency, After the Platt
Amendment there was the Reciprocal Trade Treaty which
guaranteed the United‘states preferential tariffs in its
trade with Cuba,

One of the most serious manipulations by the United
States vis-a-vis Latin America at this time was its foment=
ing of separatism in Colombia. Colombia had flatly refused
to permit the Americans to bulild across the Isthmus of Pan-
ama.By exploiting an old separatist sentiment amongst the
people of the Isthmus, the United States "formulated a plan
for an independent Panema as & United States protectorate
under the Hay-Herran Treaty." (Aguilar, 1968: 47.) The Pan-
amanian insurrection was simply a process by which the Pan-
ama Canal was quickly achieved,

President Theodore Roosevelt attempted to justify agg-
ressiong by his administration in Panama and elsewhere with
his "Roosevelt Corollary." The corollary simply stated that
the lack of order in any Latin American country called for
intervention by a"civilized state" such as the United States,
There Qas subsequent armed intervention in Venezuela in 1902,
a second intervention in Cuba in 1906-1909, & third in 1912,
fiscal intervention in the Dominican Republic, and further
armed interventions in Nicaragua and the Dominican Republic

--=to clite but a few casese.
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Woodrow Wilson's accession to the American Presidency
in 1912 was not to prevent further incursions upon Latin
American nations' sovereignty by the United States, The
involvment of Wilson and other Americans in the internal
affairs of Mexico over the next ten year period at least
is well known. During this time, of course, American priv-
ate investment was flowing into Latin America, Britain was
clearly being replaced as the major foreign economic power
operating in Latin America, This penetration of private
American investment often led to sharp conflicts, For ex-
ample, "In 1922, Latin America shuddered at the massacrs
of Bolivian workers which accompanied the entry of foreign
capital into the tin mines." (Aguilar, 1968: 64.) Investors
trying to crush the Latin American labour movement were
backed up by United States marines, for examples, Nicaragua,
Haiti, and Santo Domingo.

Such apparently blatant encroachments upon the sover-
reignty of Latin American nations were eased, at least
formally, with the arrival of Franklin Roosevelt's "Good
Neighbor Policy." Latin American nations were given the re-
ecognition of being legally equal to other nations., Never-
theless, the essence of Latin American-United States re-
lations, i.e. economic exploitation, was not altered. The
economic exploitation was simply handled in a more sophis-
ticated manner, Roosevelt himself believed that American

investments in Latin America were necessary "in order to
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develop sources of raw materials needed in the United
States," (Aguilar, 1968: 70.) Except for small setbacks
during World War II, the depression preceding that war,
and World War I,;American investments grew continuously.
American relations towards Latin America since the war
have continued to affect the political sovereignty of the
Latin American nations. There a%re numerous examples of
violations of sovereignty including the incursions into
Guatemala, Cuba, and the Dominican Republic., The American-
sponsored coup in Guatemala may serve as s sufficient example
and documentation of such interference although other cases
- could just as easily have been used,

On June 18, 1954 the Central American Republic of Guat-
emala was invaded from neighbouring Honduras, The Guatemalan
government of Jacobo Arbenz had been democratically elected
in 1950 by virtue of receiving 267,000 of the 370,000 votes
cast. In March of 1953 the Arbenz Govermment expropriated

234,000 acres of 295,000 acres of uncultivated land owned

by the United Fruit Company. Compensation was offered in the
form of twenty-five year bonds yielding 3 percent per annum.
Compensation was based on the value the company set for tax
purposes in 1952, However, United Fruit found these terms un-
acceptable. An invasion of Guatemala took place aided by
CIA-trained personnel and American—pilotéd planes. The
Guatemalan government attempted to have the "incident" placed

before the United Nations but was unsuccessful. The invasion,
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on the other hand, proved to be successful in that g
right-wing government took power,

The involvement of the United States government has
been suggested by David Horowitz who writes,

cssthe United States Government had already
shown impressive concern for the United Fruit
Company...0ne explenation which has been off-
ered for this fact is that John Foster Dulles
was both a stockholder and long-time corpora-
tion counsel for the United Fruit Company, and
was legal adviser to the company in drawing up
the contracts of 1930 and 1936 with the Ubico
dictatorship. (Allen Dulles, his brother and
director of the CIA when the coup was organiz=-
ed, had actually been a president of United
Fruit, while John Moors Cabot, then Assistant
Secretary of State(under John Foster Dulles)
for Inter-American Affairs, was a large stock=
holder.) (1967: 169)

The similar involvement of American military forces has
been established in the more recent cases of Cuba (Zeitlin
and Scheer, 1963) and the Dominican Republic (Petras, 1970:
275-298). The United States has other means of pressuring its
Latin American neighbours including the Organization of Amer=
ican States (0AS), military and economic aid; other seconomic
means, etc, The 0AS has been such a clear tool of American
interests that even Canada has refused to Join ito2 The
United States has supplied Latin American countries with
a net total of $ 591 million in military aid between 1961

and 1968, "Some 116,000 Latin American officers are estimated

2 For a thorough discussion of Canada's other involvements

in American military alliances see Warnock (1970).
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to have been trained in the U.S."( World Marxist Review,

1971: 88.) special forces (Green Berets) and other military
personnel from the United States are currently in Latin
America as "advisers" in the training of counter-insurg-
ency forces,

In summary, then, if the foregoing discussion has not
been sharply off the mark it seems fair to conclude that
American foreign relations towards Latin America have in-
cluded the following general features:

1) the majJor drift of United States foreign policy with
respect to Latin America has been to maintain that part of
 the globe open to Ameriéan private trade and privilege:

2) the tendency of the United States government has been
to promote countérorevolutionary activities in Latin America

in line with objective 1 above,

II
Birth g£ the Alliance

The failure of any Latin American nation, at least up
to 1960, to move forward from underdevelopment to development;
plus the opting out of the metropolis-satellite relationship
by Cuba, has had a profound impact upon the thinking of
American policy makers in particular and probably upon the
American public in general,

The response of American political policymakers was to
launch an"Alliance for Progress" in 1961, It is worth quot-
ing at length from the speech President Kennedy made announ-

cing that 1aunching in March of 1961,
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Kennedy said,

If we are to meet & problem so staggering in
its dimensions, our approach must itself be
equally bold---an approach consistent with
the majestic concept of Operation Pan America,
Therefore I have called on all people of the
hemisphere to join in a new Alliance for Prog-
ress--~-Alianza para Progreso---a vast coopera-
tive effort, unparalled in magnitude and nobil-
ity of purpose, to satisfy the basic needs of
the American people for homes, work and land,
heglth and schools==~techo, trabajo y tierra,
salud y escuelsa,

eeoAnd if we are successful, if our effort
is bold enough and determined enough, then the
close of thils decade will mark the beginning of
8 new era in the American experience, The liv=
ing standards of every American family will be
on the rise, basic education will be available
to all, hunger will be a forgotten experience,
the need for massive outside help will have
passed, most nations will have entered a period
of self=~sustaining growth, and though there will
be still much to do, every American republic will
be the master of its own revolution and its own
hope sand progress.

eoolf the countries of Latin America are ready
to do their part, and I am sure they are, then I
believe the United States, for its part, should
help provide resources of a scope and magnitude
sufficient to make this bold development plan
8 successSs..(Levinson and de Onis: 335°33g)

The official birth of the Alliance was at a special

meeting of the Inter-American Economic and Social Council,

This meeting was held in Punta del Este, Uruguay, from

August 5 to 17,r1961° Some twenty-one nations attended:, be-

ing represented by their economic ministers and experts,

The intention of the ALPRO was to rationalize the programs

of aid and development of that time as well:as to make add=

itions to them, Such a proceedure was to attaln certain

enumerated goals including: a 2.5 percent increase in ec=-
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onomic growth (G.D.P.) per capita per annum; the elimina-
tion of adult illiteracy by 1970; the provision of six
years of primary education to all school-age children by
19715 the increasing of the 1life expectancy at birth by
five years by 1971; the reduction of the infant mortality
rate by one-half by 1971; the provision of potable water
to 70 percent and 50 pereent of the urban and rural pop-
ulations respectively by 1971; the increasing of agricul-
tural production; the diversifcation of exports; the
improvement of health services; the improvement of educat-
iongl services; and agrarian reform., (Levinson and de Onis,
1970 352~371a)

The United States was to contribute some $ 2 billion
in aid per year to Latin American nations for the ten year
period. It has never been clear whether or not this § 2
billion figure included brivate capital or not. (Holbik,
1968: Ll2-Ll)1) The American government seems to have included
private capital sources within the $ 2 billion figure,

The 2 billion dollar figure has never been committed or
disbursed through public agencies. 8f the American government,
The general clash between Cuba and the United States

at Punta del Este encompassed the particular clash between
those two countries over this $ 2 billion figure, (Gerassi,

19682 259-260) This and other objections of the Cuban gov-
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ernment did little to persuade the representatives of the
nations'presente The Alliance was approved by a 20 to 1
vote,

The Alliance may be interpreted as a significant re-
sponsgse to the Cuban Revolution's turn towards communism
rather than a genuine concern for the economic and social
development of the Latin American nations. This interpret-
ation, with some quélification, has been made not only by
people on the left but by some of the ALPRO's biggest
supporters. Levinson and de Onis, for instance, write,
"Cuba's growing allegisnce to the Communist bloc helped to
accelerate and shape the creation of the Alliance as & dem~-
ocratic glternative to Cuba's revolutionary socialist form-
ula for development in Latin America."(1970: 7 = 8 )
Nevertheless, 1t is difficult, if not impossible, to estab-
lish the possible latent motivations of the ALPRO formulat-
ors, What can be established, however, is what interests or
persons have benefited and what interests or persons have
not since the coming of the Alliance in 1961, It is to

this task that the thesis now turnse




CHAPTER FOUR
METHODOLOGY and HYPOTHESES

The expressed purpose of this chapter is to discuss
the procedure followed in handling the data collected,
This discussion will include why particular variables
were selected, the manner by which the data were collected
the sources from which the data were obtained, the reasons
why the data were handled in a particular fashion, and the

unit of snalysis to which the data apply.

I

Methodological Approaches in the Literature

A review of the literature on underdevelopment in
general, and on Latin American underdevelopment in partic-
ular, indicates that a limited number of approaches have
been followed by social scientists in the presentation and
handling of data. One approach has been to utilize déscrip°
tive data by which is meant percentages, means, etc, Such
data may be used at one point in time or over a specified
time period, From that certain conclusions ére drawri, A
second approach has been the "case study" approach which
focuses on a particular underdeveloped nation. Data &are
presented and analyzed in the fashion outlined in the first

approach mentioned, and/or by the application of relatively
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complex economic models to the data. The latter approach
is generally used only by economistse1

A third approach beginning to make an appearance in
the literature (Micklin, 1970; Roberts and McBee, 1969;
Gordon, 1968) utilizes the statistical techniques already
widely used in other areas of sociology. These techniques
include correlation coefficients, factor analysis, etc,
This third approach is, however, a relativély new phenomen-

on in the sociology of underdevelopment, The first and third

approaches seem to be well within the scope of this thesiss

IT
Varisbles Selected

A basic concern of any study of underdevelopment must
be with the manner in which varisbles for investigation and
analysis are chosen. Ideally the selected variasbles should
be thought to yield increased knowledge in a particular area
of study. Additionally, variables which may run opposite to
or negate one's expected findings cannot be excluded.

In this particular study some of the variables were
pre-determined simply because the Alllance for Progress
program set out certain goals in 1961 which were to be met

by 1971, In reality, these goals of the ALPRO are variables

1 The reader may satisfy himself/herself that the app-
roaches discussed are indeed the general apprcaches in the

literature by loo ki?g at the examples of Furtado(1963 and
1970), UI‘Quldi(1969 ToL. Smith(1963 and 1970), Lipset(1967).
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and, therefore, are obviously varisbles to be included
in the study. They include the following:

1) a 2.5 percent increase in per capita G.D.P. per
annum; thus making economic growth(G.D.P.) a variable.

2) an improvement of life expectancy at birth by five
years over the 1961-1971 period; thus making life expect-
ancy a variable.

3) a reducing of the infant mortality rate by one=half
by 1971; thus making infant mortality rate & variable.

L) an increasing of agricultural production; thus mak-
ing agricultural production change a varisble

5) the improvement of medical and health services. This
goal has been operationally defined &s an improvement in the
ratio of the number of people per doctor. This assumes that
the less people per doctor the better the services provided
by doctors. This ratio has been shown to be a good measure
of social development (Jalee, 1969: 10-11).

6) the provision of a primary education to all school-
age children(children fourteen and under)., Due to the in-
completeness of available data this objective of the Alliance
has had to be redefined. As a rough measure of improved educ=-
ational services the thesis has chosen the ratio' of the
number of people per teacher. This assumes that the less
people per teacher the higher the quality of education.
There are obvious problems with this variable including

the absence of an indication of the quality of the teacher
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herself/himself., Nevertheless, the data collected on
this variable may add some useful information.

7) the provision of potable water and sewerage to
70 percent of the urban and 50 percent of the rural pop-
ulations; thus making the percentage of urban and rural
populations having such services a variable(s).

These goals or variables are to apply, of course,
to Latin America as a whole. This holigtic application
was defined by the nature of the Alliance program rather
than by the present authour. The additional variables
must be viewed in this context as well,

In addition to the variables derived from the All-
iance goals per se there are other variables used in
the thesis which are elther indicators of development
or factors which may influencing selected variables,
particularly those derived from the ALPRO goals, Indic-
ators of economic development include per capita income,
per capita consumption of energy in kilograms of coal or
equivalent, and per capita consumption of industrial
steel in kilograms. The latter two "give a reasonably
sure measure of the degree of industrislization and
hence of the level of development" (Jalee, 1969: 8). The
lack of readily available data have necessitated not

using the per capita consumption of steel and per capita
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income as measure of economic development,

The model used in the thesis assumes that there
are a number of key factors influencing the goals of the
Alliance, particularly the importent goal of economic
growthe, Such factors include Latin America's trading re-
lations with the United States which encompasses Amer-
ican direct investment in Latin Americs, the flow of Am-
erican direct capital between the United States and Latin
America, the net inflow of economic aid from the U.S. to
Latin America, and the net inflow of military aid from
the U.3., to Latin America. The following variables have,
therefore, been considered worthy of investigation in
the thesis., First of all, the imblance of trade (excess
of imports over exports) between Latin America and the
United States. Secondly, the total value of American dir=-

ect investment in Latin America. Thirdly, the net balance

of direct capital flows between Latin America and the U.S.,

i.e., the inflow of direct investment from the U.S. to
Latin America less the outflow of dividends and profits
from Latin America to the U.S. Fourthly, the net flow of
economic, military, and foreign (economic plus military)
aid from the United States to Latin America.

All of these variables, like economic growth, wers

controlled for population differences, i.e., transformed
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into per capita form. Like the ALPRO goal variables
these variables will apply to Latin America as a whole.
In other words, Latin America is the unit of analysis

rather than individual Latin American nations.

ITI

Countries Selscted for Analysis

Throughout the thesis "Latin America"™ has been taken
to mean nineteen Latin American nations which make up
the unit to which the ALPRO goals were to apply to. Where
possible this definition of Latin Americs will continue
to be used. However, for a reason which will be offered
momentarily, Latin America may now refer to only seven
of the nineteen countries. These seven countriez are con-
sidered to be the major Latin nations. The seven (Argen-
tina, Brazil, Chile, Colombia, Mexico, Peru and Venezuela)
are the largest geographically and contain 85 percent of
the Latin American population,

This reduction in the size of the unit of analysis

was necessitated by the absense of country-by-country data

on two key variables (total U.S. direct investment and dir-
ect capital flows between Latin America and the U.S.). Such

a break-down is only available for the seven major nations.

The present authour contacted Institutes of Latin American
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Studlies at major American universities requesting in-
formation on these variables with respect to all the
Latin American nations. The responses from these instit-
utes indicated that they did not have such information,
Thus, a decision to narrow the group was made., Where data
is available for all nineteen they will be offered to fac-
ilitate comparisons by the reader. The impact of the re-
sults is not expected to be lessened by this procedure.

Iv

Sources 9£ Data

The thesis has relied heavily upon a number of data

sources, Such sources includes the United Nations Statis-

tical Yearbook (varoius years), the United Nations Demog-

raphic Yearbook (varoius years), The Rockefeller Report on

the Americas(1969), the United States Survey of Current

Business(various years), the Statistical Abstract of the

United States(various years), and two studies of the ALPRO

by Perloff(1969) and by Levinson and de Onis(1970). Other
sources were used but those just cited were the major sources,

There are, of course, shortcomings to such sources but
they are, nevertheless, the best available, The sources are
some times incomplete and dependent upon collecting agencies
less than rigorous in their collection of data, Some figures
may be projections based on an earlier census and faulty ass-
umptions, The American sources have a pro-American bias and
are often based on reports from corporations which under=

estimate their direct investment holdings for tax purposes.
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The Alliance studies done by Perloff and by Levinson
and de Onis, although containing useful information, are
done from a decidedly pro-Alliance, pro-American bias,

In fact, Perloff was a key man involved in the implementa-
tion of the ALPRO program,

In spite of these qualifications the sbove-named
sources are still the best from which data can be obtained,
Furthermore, if anything, they lean away from the bias of
the present author and the "metro-satellite" model used in
the thesiss

Fortunately the data sources yielded figures for
most of the variables involved for the years selected for
intensive investigation., None, however, yielded data for
much beyond 1968 and this meant that an evaluation of the
Alliance from 1961 to 1971 was impossible. On the key var-
iables of economic growth, American direét investment, trade,
direct capital flows, and foreign ald there was complete
data for each year from the early 1950's to the end of 1967,
As will be seen in the next chapter on results some data on
some Alliance goals was lacking for 1967 for some countries,
Data circa 1967 has had to be used in such cases, However,
data used in the testing of hypotheses was complete for both
yearsae

The years "19671" and "1967" were chosen simply because
1961 was the year the Alliance started and 1967 was latest

year for which complete data was available for all the Latin
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American nations, The year "1967" seemed to be indicative
of the data available for earlier years as well., An ex-
ample may illustrate this point. The economic growth rate
for all nineteen Latin American nations for 1967 was 1.6
percent. The average economic growth rate for the same
countries from 1961 to the end of 1967 was 1.6 percent.

v

Hypotheses

A primary concern of the thesis is to evaluate and
assess whether or not the Alliance did, indeed, reach the

goals it set for 1ltself in 196%1. This evaluation is, in

many respects, a relatively simple process, It is suffic-
ient for the purposes of this thesis to enumerate the

goals per se and then to examine the availabls data in
order to see whether the goals have, indeed, been reached.
If, for example, the goal of the Alliance with respect to
economic growth is 2.5 percent per capita increase per
year, and if the actual increase is but 1.6 percent then
the Alliance is considered to have failed to reach its
goal, It ié important to stress at this point that the
goals are taken to apply to Latin America as a whole rather
than on a country-by=-country basls. Thus, if Latin America,
as a whole, falls to reach the goal then the ALPRO is con-
sidered to have failed. Such a procedure has been pre-dete-
ermined by the ALPRO itself but also facilitates statistical

analysise.
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Where < the goal was to be attained over g ten-year
period then simple projections can be made which will re-
flect whether the goal is likely to be achieved or not,
Where goals have been equivocal in what is considered to
be a "success" some judgment will have to be made. The
reasons why such a judgment is made will, of course, be
made explicit,

The assessment and evaluation of thelAlliance is but
one part of the thesis. The other part deals with discern-
ing and delineating factors which may have contributed to
the success or failure of the Alliance in any given object-
ive, In other words, what are the socio-economic forces at
work in Latin America which have shaped the context within
which the Alliance was formulated and implemented? This
delineation process can, presumably, be greatly facilitated
through the utilization of specific, testable hypotheses,
These hypotheses will attempt to identify the degree of
relationship between certain key variables,

There are many who consider private investment contrib-
utes to the economic growth and the economic development
of "Third World" nations. They advocate that American dir=
ect investment should be encouraged to invest in Latin Am-

erica, Thus, .The Rockefeller Report states,

A great many and probsably a majority of the
citizens of hemisphere nations regard United
States private investment as a form of exploi-
tation or economic colonialism. There is a
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widespread, mistaken view that such invest-
ment takes more out of the area than it con-
tributes to it. Fear of domination by United
States companies is expressed frequently,

The central problem is the failure of gov=
ermments throughout the hemisphere to recog-
nize fully the importance of private invest-
ment. Thus realistic steps have not been
taken to encourage private investment, to
create a framework within which it can oper-
ate and which assures that it will serve the
besgt interests of the entire community.

(1969: 89)

Pearson et al,(1969: 105) have expressed a similar
position when they wroté, "We have received the definite
impression that most low-income countries would welcome
a larger flow of foreign investment, sharing our beliefv
that such flows would contribute to their faster growth."

On the other hand there have been many social scien=
tists who question the favourable impact thet such priv-
ate foreign investment is supposedly having. Indeed, there
are increasing numbers of economists who explicitly state
that such direct investment from outside a country is at
the root of the country's economic problems(Gonick, 1970:
43=-7ls Levitt, 1970; Dos Santos, 1970a: 231-236; O'Connor,
1970; Hymer, 1970b: Ily1-448; and Frank, 1969a and 1969b),

These latter economisté generally contend that direct
investment brings with it direct control through voting
stock, Such stock tends to be concentrated in the hands
of a relatively small number of outsiders who make the
major decisions governing the corporation's conduct. These
large multinational corporations tend to operate in the

most dynamic economic sectors of the countries they occupy
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and are able to structure the economic environment in
which they operate, This structuring is motivated by

the priorities the corporations have for their own ad-
vancement rather than the priorities of the areas or rege-
ion in which they operate,

The involvement of multinational corporations (gen-
erally American-owned) in Latin America is quite exten-
sive and has possibly resulted in a mal-structuring of
Latin American economies. These corporations tend to take
out more capital than they put in, thus depriving Latin
American nations of much-needed capital funds.

Given the above discussion and the thesis model, the
following hypotheses are submitted for testing.

Hypothesis I. There will be an inverse relationship between

the total value of United States direct investment in Latin

American countries and the economic growth of those countries,

The hypothesis covers the seven major Latin American nations
only., Economic growth 1s taken to be the dependent variable
while direct investment is the independent variable.

Hypothesis II. There will be an inverse relationship

"between the net private foreipgn capital outflow from Latin

American countries to the United States and the economic

growth of those countries, The hypothesis again covers the

seven major countries. The independent variable in this in-
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8tance 1s the private capital outflow,

Latin America historically has been highly dependent
upon a handful of primary goods exports in ists trading re=
lations, On the other hand it has had to import most of
its manufactured goods from industrialized nations, largely
the United States. The United States has also served as, its
best customer for its exports, However, over the past few
decades the prices for its exports have declined while the
prices of its imported goods have risen., As will be discusse-
ed in Chapter Five Latin America's trading relations with
the rest of the world have yielded a surplus for every year
since 1946(Dos Santos, 1970a: 233)., However, almost half of
Latin America's trade is with the United States., Latin Am-
erica has shown a trade deficit in its trading relations
with the U.S. Latin America sasppears locked into exporting
a few primary products and imported manufsctured goods
meeting the needs of the corporations rather than the people
according to the "metro-satellite" model., This and the trade
deficit with the United States may be expected to be negat-
ively related to economic growth,

Hypothesis III. There will be an inverse relationship

between the deficit trade balance between Latin America and

the United States and the economic growth of Latin America.

In other words, the greater the deficit trade balance for
Latin American nations, i.e. the greater the excess of im-

ports from the United States over exports to the United




(81)

States, the less economic growth there will be., The hyp-
otheéis will be tested for both groups of nations, i.e,
the seven major countries and the nineteen countries, The
independent variable is, of course, trade imbalance,

The varying sources of capital outflow (trade imbal-
anée, profits, dividends, etc.) may be producing a severe
drain upon the economies of Latin America. If these econe
omies are not to go bankrupt then some kind of compensating
mechanism must exist. Galeano(1970: 38) considers foreign
aid to be compensating for the capital outflow produced by
American multinational corporations,

Hypothesis TIV. There will be a direct relationship between

the net private foreign capital outflow from Latin America

to the United States and the net foreipgn aid inflow from

the United States to Latin America. "Foreign Aid" was iden-

tified earlier as "military aid" plus "economic aid." The
"net" refers to actual disbursements less loan and interest
payments.

There are some(Holbik, 1968: L I2-152; Pearson et al,,
1969: 7-11) who consider foreign aid, particularly econom-
ic aid, as being needed and useful for the economic growth
and development of underdeveloped nations, Others(Magdoff,
1969; Jalee, 1969; Hayter, 1971) consider such ald to be so

tied to conditions that the recipients must meet that the aid
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actually contributes more to the economies of the lending
nations than to the recipients. Indeed, such aid may be
detrimental to the economies of the recipient nations.
The fifth hypothesis is expressed positively.

Hypothesis V., There will be a direct relationship between

the net foreign aid inflow from the United States to Latin

America and the economic growth of Latin American countries.

The hypothesis will be tested for both groups of Latin Am-
erican nations; i.e. for the seven and the nineteen count-
ries, The independent variable is taken to be foreign aid.
Since the private investment holdings of United States
citizens is quite extensive in Latin America one might rea-
sonably expect the United States government to take measures
to 1) protect those Investments, and 2) to facilitate their
growth, One method of achleving both 1) and 2) is through
foreign aid whille a second method would be by military aid.

Hypothesis VI.(a) There will be a direct relationship be-

tween the total value of Unlited States direct investment

in Latin American countries and the net foreign aid inflow

received by Latin American countries from the United States.

(b) There will be a direct relationship be-

tween the total value of United States direct investment in

Latin American countries and the net military aid inflow

received by Latin American countries from the United States,

The sub-hypotheses will be tested for the seven major coun-

tries,
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Since it is the view taken in this thesis that soc-
ial and economic development are accompanying or concom-
itant processes, some positive relationship should exist
between indicators measuring those forms of development,
Assuming that per capita consumption of energy is a suff-
icienﬁ indicator of economic development then the follow-
ing hypothesis(sub-hypotheses) should be borne out,

Hypothesis VII.(a) There will be a direct relationship

between economic development(per capita consumption of

ensrgy) and agricultural production,

(b} There will be an inverse relationship

between economic development(per capita consumption of

energy) and the number of people per doctor,

(¢) There will be an inverse relationship

between economic development(per capita consumption of

energy) and the number of people per teacher,

Agricultural production, number of people per doctor, and
number of people per teacher sare considered dependent var=-
iables. The hypotheses will be tested for both groups of
nations,

VI

Statistical Methods

A number of correlational techniques are available
which describe the degree of relation between two or more
variables, The particular correlation techniques chosen
for use in the testing of the thesis hypotheses are: 1)

Pearson's product-moment correlation coefficient ( r ),
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2) Kendall's tau, and 3) Spearman's rank-order(rho). Pearson r
is appropriate for interval data with a large n while tau

and rho are used with ordinal data, The data collected is
interval in nature but is easily converted into ordinal

data and can be ranked,

Although Pearsonian r is considered a superior tech-
nique it has limitations which are quite important in the
present thesis, The r is a mean and is thus subject to the
seme ambiguities as & mean, Pearson's r "is markedly influ-
enced by deviant cases, especially for a small n,"(Hammond
and Householder, 1963: 198) These two conditions apply to
the present study in that the Nzis small (N=7) and the par-
ticular case of Venezuela is one which is sharply deviant
from the resto3 Thus, in the present study the rho and tau
correlations are more likely to reflect the relationships
between the variables. The Spearman rho, for instance,

"Jjke the median, is not affected by markedly deviant cases,
because both rank order r and the median are suited to ord-
inal scales, and therefore take into account direction but
not distance,"(Hammond and Householder, 19633 198)

The data is readily convertible into ordinal data used

in the calculation of rho snd tau. The tau technique is con-

2 In most instances N will be 7; in some instances it
will be 19, A parameter (N) is the unit of analysis sand not
a sample (n).

3 Venezuela involves figures extremely larger than the
other countries.
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sidered to be a better technique than rho (McNemar, 1965:
205), Tau is often, but not always, one-third to one-half
less than rh§ ( McNemar, 1965: 205; Kendall, 1962: 12).

One particular advantage thaﬁ tau has over rho is the former's
ability to be used in calculating partial rank-order correl-
ation,

The Kendall's tau correlations obtained will be convertw
ed into partial rank-order correlation. This procedure enables
the researcher to obtain the degree of relationship between
two variables while controlling for one or more other var-
iables, The formula used in this calculation process is as
in Blalock(1960: 336). By this procedure, for example, one
can see the degree Qf relationship between direct invest-
ment and economic growth while controlling for private cap-
ital outflow. This will become clearer with the presentation
of results in Chapter Five,

The tau correlations will also be taken together to
obtain a multiple correlation coefficient, Blalock writes
about this procedure as follows:

Since our primary interest may be in the ex=
planatory power of a number of independent
varigbles taken together, rather than in the
relationship between the dependent variable
and each of the independent variables taken
separately, we may prefer to make use of the

multiple correlation coefficient..e
(1960 346; emphasis 1n the original.)

Thus, one can begin to see the influence of a number of var=-
iables upon the dependent variable. Since a number of econ-

omic variables involving the United States and Latin America
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are considered to be having an effect upon Latin America's
economic growth rate this technique is of particular use
in this study.

The process by which the multiple correlation will be cal-
culated is discussed by Blalock (1960: 346-350), A word of
caution must be enterede The multiple correlations obtained
should be considered an heuristic device since the calcul-
ation process is designed for interval data rather than
the ordinal data of Kendall's tau, When the rules are vio-

lated in this way the credibility of the results is lessened.

VII

Procedures for Handling Other Data

Besides using certain of the collected data in testing
hypotheses other data collected will be presented and anale
yzed, A descriptive approach will be followed for both eval-
vating the Alliance per se and for discerning what socio=-
economic forces are at work in Létin America, This 1is the
eppraoch which is generally followed in the study of under-
developed countries. By using this approach and correlations

it is hoped that the thesis analysis will be strengthened,



GHAPTER FIVE
- PRESENTATION AND ANALYSIS OF DATA

The main purpose of this chapter is to accomplish three
general objectives, Thevfirst objective is to ascertain
whether or not the Alliance for Progress did indeed reach
the goals it set for itself in 1961. The second objective
is the testing of the hypotheses formulated in Chapter
Four. The third objective is to utilize both the hypothesized
findings and other descriptive data to Idevitify more accura-
tely the socio-economic forces at work in Latin America dur-

the formulation and implementation of the Alliance,.

I

Evaluation of the Alliasnce Goals

It will be remembered by the reader that the Alliance
set for itself a number of goals---most of which were to
have been achieved over a ténmyear period (1961-1971). The
goals included: a minimum of 2.5 percent per capita increase
in Gross Domestic Product per annum; a reduction in the in-
fant mortality rate by one-half by 1971; an increase in ag-
ricultural production; the provision of six years of primary
education to all school-age children (1l years of age and un-

der) by 1971; an increase in the life expectancy at birth by

(87)
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a minimum of five years by 1971; an improvement in medical
and other health services; the provision of potable water
and sewage disposal for not less than 70 percent of the ur-
ban and 50 percent of the rural populations by 1971; a div-
eréification of exports; and a redistribution of rural land
holdings.

The major goal of the Allisnce was the 2,5 percent per
capita increase in G.D.P. per year, The results with respect

to this goal can be seen in Table 1 below,

Table 1

Per Capita Percent Increase in G.D.P. for Latin
Americen Nations, for 1961, 1967, and 1961-1967

Country 1961 1967 1961-1967 average
Argentina 563 o5 Ooly
Bolivis «0o2 3.1 BOLI,-
Brazil L3 1.7 1.0
Chile 103 100 108'
Columbis 2,0 Oos 1.0
Costa Rica =1.0 uo3 3@2
Dominican Republic ~7.5 nasx nai
Ecuador “1.5 2.5 1.5
El Salvador Te1 =0,1 361
Guatemala 0.9 0.2 361
Haiti 263 =3,3 =262
Honduras O.ly 0,0 1.0
Mexico 0.2 3,8 39%
Nicaragua 2.9 1.4 3e
Panama 695 6@7 502
Paragusay 3.0 0.2 Ooly
Peru 2.8 Ol 263
Uruguay 1.8 =3,3 1.1
Venezuela =3.2 061 1.3
Latin America 2,0 1.6 1.6

Source: Pan American Union, quoted in Perloff
(1966 66). % Last available figure, 1965, =15.0
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As can be readily gathered from Table 1, the average
economic growth rate per capita declined from 2.0 percent
in 1961 to 1.6 percent in 1967 for all of Latin America.
The 1961 to 1967 Latin American average was also 1.6 per-
cent, Thus, Latin America as a whole fell 0.9 percent short
of the minimum Alliance goal. The 1.6 percent figure was
also less than the 1955-1960 average of 1.8 percent(Perloff,
19663 66)., For the seven major Latin American nations
{Argentina, Brazil, Chile, Colombia, Mexico, Peru and Ven-
ezuela) the 1961-1967 average growth rate was also 1.6 per-
cent, For 1967 by itself, however, these seven countries ave-
raged a 1.1 percent growth rate---1.l percent less than the
Alliance objéctivee

Data on this particular goal is still incomplete for
1968, 1969 and 1970, Levinson and de Onis (1970: 8) report
that Latin American nations finally reached the minimum 2.5
percent figure in 1968, In 1968 Latin America experienced a
S.l. percent increase in G.D.P. and a 2.9 percent increase in
population. According to recent newspaper reports (Winnipeg

Free Press, August 17, 1971: 17) the Organization of Amer=-

ican States has released a evaluative study of the Alliance
indicating that Latin America had a further 2.5 percent in-

crease in economic growth for 1969 and a 3.8 percent growth
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rate for 1970. The source of this report is, of course, in
question. Furthermore, given the recency of the report the
figures would appear highly tentative., In addition, it can-
not be over-stressed that the 2.5 percent figure was & nin-
imal goal of the Alliance, and not an overly large growth
rate at that. At such a growth rate it would take almost
thirty years for production per capita to double,

Over the 1961=1967 period of the Alliance some seven
of the nineteen countries experienced a 2.5 percent growth
rate or better. Panama was far above the others with a 5,2
percent rate. It is important to note that only one of the
seven major countries in Latin America, i.e. Mexico, reached
or surpassed the 2.5 percent objective. In general, then, it
seems safe to conclude thet up to the end of 1967 most Latin
. Americsn nations, representing the overwhelming majority of
the Latin American population, had failed to meet the most
important goal of the ALPRO, i.e. the 2.5 percent economic
growth rate per capita per annum,

It 1s important at this point to make two brief comments
concerning a nation's economic growth rate per se. First of
all, the G.D.P. is a quantitative measure of the output of

an area's goods and services and says nothing about the acte

ual quality of the goods and services. Furthermore, the G.D.P.
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makes no differentiation about goods and services as to
whether such entities are meeting human needs or whether
they are essentially luxury items., This latter aspect is

of particular importance for underdeveloped nations, as in
Latin America, in that the vast majority of their peoples
need basic goods and services.such as food, shelter, cloth-
ing, health services, etc, rather than goods and services
making up the consumption patterns of developed nationse

Secondly, it must also be remembered that even when
there is a fairly high growth rate there is no guarantee that
the goods and services are being evenly distributed through-
out the society. This point will be elaborated upon later
on in the chapter,

A second explicitly stated goal of the Alliance was the
reduction of the infant mortality rate by one-hsalf by 19719
In 1961 the infant mortality rate for Latin America was 779
per one thousand live births. For the seven major Latin Amer-
ican countries it was somewhat higher at 87,1 per thousand,
The comparable Canadian rate was 27.2 per thousand in 1961,
By 1967 the rate for the nineteen Latin American countries
was 63.3 per thousand while for the seven major countries it
was 6li.1 per thousand. This was 1L.6 per thousand and 23 per

thousand drop respectively, The comparative Canadian figure
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for 1967 was 22 per thousand. Projecting the drops from 1961
to 1967 over the period ending in 1971 it was found that
both Latin American groups would fall quite short of the
Allience goal. The 1971 figure would be 54,7 per thousand
for the nineteen countries and ;8.8 per thousand for the
seven. The Alliance goal is 35.7 per thousand and 43.6 per
thousand respectively, The projection figures obtained for
the seven countries group may be flattering in that they
started well behind the total Latin American average in 1961
but had pulled even by the end of 1967, Thus, their decrease
from 1967 on may have been overstated., 1In general, then, it
appears quite unlikely that this Alliance goal will be met,
The third goal of the Alliance was to increase the agric=
ultural production of the Latin American nations, Unfortunately
what constituted "an increase" was never really spelled out.
Under normal circumstances a researcher wanting to make an
evaluation under such conditions would have to define what
he or she considered a reasonable increase,. However, in this
particular instance, as Table 2 reveals, such an operational
definition of "increase" appears unneeded, That such a pro-
cedure 1is unnecessary is a direct result of the very low

increase in agricultural output from 1961 to the end of 1967,
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Table 2

Indices of Per-Capita Agricultural Production in
Latin America, by Country, 1961-1967, (1957-1959

= 100 )
Country 1961 1962 1963 196l 1965 1966 1967
Mexico 100 106 104 109 114 111 108
Dominican Repub, 94y 93 90 86 77T 78 73
Hailti 103 91 82 79 79 73 70
Costa Rica 105 101 97 88 88 96 98
El Salvador 115 111 120 119 101 102 108
Guatemala 108 120 121 115 128 113 117
Honduras 100 101 99 104 107 37 103
Nicaragua 113 128 135 164 145 148 142
Panama 95 9N 91 98 109 105 103
Argentina 97 97 107 103 93 98 103
Bolivia 99 95 98 97 93 93 87
Brazil 104, 101 103 91 115 100 104
Chile 95 90 96 97 95 94 94
Colombia 96 98 96 92 93 g0 92
Eeuador 111 108 103 103 106 107 111
Paraguay 98 101 100 95 95 88 97
Peru 14 111 106 109 104 103 97
Uruguay 105 104 107 114 109 99 86
Venezuela 98 102 112 110 13 114 117
Latin America 102 102 103 98 105 100 103

Source: Indices of Agricultural Production for the Western
Hemisphere (excluding the U.S.J, U.S. Department of Agric-
ulture, May, 1969, po 4. Quoted in Petras(1970: 267).

The figures clearly show that there has been little agric=
ultural production increase for Latin America during the
period under study. There was but a 4 percent per capita
increase for all of Latin America between 1961 and 1967,

This works out td less than 0.2 percent per capita per annum,
In this particular case the facts do appear "to speak for

themselves." The Alliance goal has clearly gone unmete
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According to Levinson and de Onis (1970) a fourth goal
of the Alliance=---the provision of a primary education to
all children fourteen and under---has gone unmet, Levinson
and de Onis write,

To be sure, the percentage of children not
enrolled in primary schools did decline from
52 percent. to i3 percent between 1960 and
1967. But at the end of 1967 an estimated
27 million school-age children---about three-
quarters of a million more than in 1960---
were still receiving no formal ecucation.
(19702 10)
There appears to be little likelihood that the goasl will be
met by 1971,

Levinson and de Onis also claim that a fifth Alliance
goel involving the elimination of adult illiteracy has also
gone unmet. They write that there "has been no significant
increase in adult literacy"” since 1961 (Levinson and de Onis,
1970: 10). About 66 percent of the Latin American adult pop=
ulation was considered literate in 1960 (Rockefeller, 1969:
106-107),

A sixth goal of the Alliance was the increasing of
one's life expectancy at birth by at least five years by
1971, The goal seems to cover individual countries as well

as Latin America as a whole. The available figures are shown

in Table 3,
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Table 3

Life Expectancy at Birth for Latin American
Nations, Circa 1961 and 1967

Country Circa 1961 Circa 1967 Difference
Argentina 66 67 +1
Bolivia # 119 51 +2
Brazil # 36 57 +21
Chile 57 61 +
Colombia % 45 60 +15
Costa Rica 63 65 +2
Dominican Republic 58 52 =6
Ecuador 52 Sl +2
El Salvador 58 52 =6
Guatemala 49 149 0
Haiti « 33 L7 +1l
Honduras L7 9 +2
Mexico 59 3 +
Nicaragua L6 69 +23
Panama 59 65 +6
Paraguay 3 32 59 +27
Peru 5 55 +1
Uruguay 6 71 +3
Venezuela 66 66 0
Latin America na 57 na
United States 70

na= not available

# = Circa 1951=--no data circa 1961,

Sources: United Nations Demographic Yearbook, New
York, various years,

From the data presented in Table 3 there are no real
conclusions as to whether or not the Alliance goal has been
or will be met. This inconclusiveness results from the ob-
vious overall inadequacies of the data avallable, As can be

seen from the comparable American figure (70) Latin America
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as a whole still appears to have a long way to go. Whers
large improvements appear to have been made by some coun-
tries it must be remembered that the earlier base figure
Wwas circa 1951 and not 1961.

A seventh goal of the Alliance---that of "improving"
the medical and other health services---was couched in ame
biguous terms., There was never any specifying what "medic-
al" and "other health services" consisted of, Furthérmore9
there was no indication of what an "improvement" would
consist of, For the purposes of this thesis, then, the ratio
of number of people per doctor is taken to be &n indicator
of medical and health services., The less people per doctor,
presumably, the better quality of health services.

In 1961 there were 3,835 people per doctor in all of
Latin America, By 1967 this ratio had been reduced to 2,999

people per doctor(United Nations Statistical Yearboolk,

varlous years). This was a 22 percent improvement over the
space of six years---3.,66 percent per annum., This is not

a particularly easy figure to evaluate and, thus, conclus-
ions vig-a-vis the Alliance goal are left to the reader. In
making such an evaluation the reader should bear in mingd
comparable figures for other nations. In 1961 these figures
were 690 for the U.S., 960 for Sweden, and 510 for the U.S.
S.R. In addition the figures were 7,000 for Pakistan, 31,000

for Nigeria, and 7,600 for Thailand,
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An eighth goal of the Alliance concerning potable water
and sewage services has not been met according to Levinson

and de Onis (1970: 10). The recently published Rockefeller

Report concludes,
The 1961 Alliance for Progress goal of supply-
ing potable water by 1971 for 70 per cent of
urban peoples is likely to be met, but the
Alliance goal of doing the same for 50 per
cent of the rural peoples will fall short by
almost 10 percentage points. (1969: 129)
In general; then, it appears unlikely that this Alliance
goal will be met., Given the absence of hard data, however,
this conclusion must be a guarded one.

A ninth goal of the ALPRO was to diversify Latin Amer-
ica's exports. The rationale behind such a goal was to dir=
ect Latin American nations away from being overly dependent
upon one or a few exports especially raw resource exports,
i.es exports in the primary sector. The international market
for such exports is highly unstsble with the trend‘being to
lower prices for such goods. Such instability and general
price decline has serious repercussions for economies highly

dependent upon such exports. Tables L and 5§ give some indice

ation as to whether the goal has been met.
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Table L

Leading Export Commodities of 19 Latin American Nations 1959

Number of Producing

Leading Percent of

Export Total Exp- Leading Export
Country Commodities ort Earnings Commodities
Argentina 2 39 meat, wheat
Bolivia 2 71 tin, lead
Brazil 2 6l coffee, cacao
Chile & 76 copper, nitrates
Colombia 2 - 92 coffes; oil
Costa Rica 2 86 coffee, bananas
Dominican Republic 2 65 sugar, cacao
Ecuador 2 75 banaenas, coffee
El Salvador 2 88 coffee, cotton
Guatemala 2 85 coffee, bananas
Haiti 2 80 coffes, gisal
Honduras 2 70 bananas, coffee
Mexico 2 36 cotton, coffes
Nicaragua 2 73 cotton, coffee
Panama 2 12 bananas, cacao
Paraguay 2 L16 wood pulp, meatb
Peru 2 38 cotton, sugar
Uruguay 2 68 wool, meat
Venezuela 2 98 oil, iron ore

Source: Gerassi (1968: 32).
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Table 5

Leading Export Commodities of 16 Latin American Nations 1967

Number of Producing Leading Export
Leading Percent of Commodities
Export Total Ex-
Country Commodities ports
Argentina I 61 meat, wheat,
corn, wWool
Bolivia 1 63 tin
Brazil L 58 coffee, iron
cotton, cocosa
Chile 3 85 copper, iron,
nitrates
Colombia 2 69 coffee, oil
Costa Rica 2 60 coffee, bananas
Dominican Republic 5 91 sugar, coffee,
cocoa, bauxite,
tobacco
Ecuador 3 8l bananas, coffee,
cocoa -
Guatemala Iy 69 coffee, cotton,
bananas, sugar
Haiti 3 68 coffee, sugar
sisal
Honduras 3 67 bananas, coffee,
wood
Nicaragua 5 69 cotton, coffee;
meat, cottonseed,
sugar e
Paraguay 6 77 meat, wood, cotton, .
quebracho, tobacco,
oll seeds
Peru 6 78 copper, fishmeal,
cotton, silver,
lead, sugar
Uruguay 3 8l wool, meat, hides
Venezuela 2 98 oil iron ore

Source: Calculated from International Monetary Fund, Internate
ional Financial Statistics, July, 1968. Quoted in MagdolT

{1969:799-T007,
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If the percentages under the headings “Producing Per=-
cent of Total Export Earnings" (1959) and "Producing Per-
cent of Total Exports" (1967),in Tables ), 4nd 5 respectively,
are taken to be roughly equivalent in identifying the trends,
then the results may be interpreted in the following fashion.
Between 1959 and 1967 there has been some diversification
of primary sector exports for a number of the Latin American
nations. On the whole, however, this diversification does not
appear to have been extensive. The diversification that does
exist has apparently not gone beyond the primary sector. This
latter point is of particular importance given the fact that
it is in the primary sector exports that there is price in-
stability and decline while in the secondary sectors of manu-
facturing prices are rising. There shall be more said on this
point later in the chapter. The conclusion at this point is
a qualified one of the Alliance not having met this goal of
export diversificatione.

A tenth goal of the Alliance was agrarian reform, i.e,.
the redistribution of rural land in Latin America. The
land in rural areas of Latin America is generally considered
to be very unevenly distributed amongst the rural population,
This maldistribution of land has been considered an inefficien-
¢y and barrier to increased agricultural production, A relat-

ively small number of people oun iarge amounts of land call-
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ed "latifundias" (over 1,000 hectares). The majority of
the rural Latin Amserican population own small amounts of
land or often none at all. Much of the latifundias land lies
unused, being held for speculative purposes., In addition,
the idle land is kept that way to prevent the rest of the
rural population from being able to eke out a living from
the land, thus providing the large landowners with a readily
available, cheap labour force at harveét time. Table 6 gives
an indication of the distribution of land in Latin America in
1961,

Table 6

Percentage Distribution of Agricultural Holdings in 18 Latin
American Countries, 1961

Size of Farms by Percent of all Percent of Total
hectares (2.5 acres) Farms Farm Area
0"’20 7'4.0)4‘ 209
20“1 OO 1800 608
100-1,000 6oly 197
1,000 and over 12 7166

Source: United Nations, the Economic Commission for Latin Am-

erica, quoted in Gerassi (1968: 35). 1

1 Other sources give similer indications. See, for ex-
amples, Chonchol (1969: 82) and Barraclough (1970: 116).
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According to the American-dominated 0AS' own report
agrarian reform has met with little success in Latin Amer-
ica(Frank, 1969c: 13-14). Where governments have recently
moved with some vigor in this regard it has usually been
to free capital resources for the more dynamic sectors of
the private enterprise economy(Petras, 1970: 130-158). As
was shown in Table 2 earlier, the lack of any substantial
increase in agricultural broduction woula tend to support
the'OAS conclug:ionse.

The over=-all picture which has been outlined in this
Tirst section of Chapter Five has revealed a general lack
of success by the Alliance., It is unlikely, furthermore,
that the Alliance will meet with any greater success between
1968 and 1971. It remains for this thesis to more fully
delve into the reasons why this lack of success has occ=
ureds

II

Results of Hypotheses Testing

It will be remembered that a number of hypotheses
were postulated in the previous chapter (Four). These hy-
potheses were to facilitate an analysis of the socio-ec-
onomic forces shaping the Latin American context in 1961
and 1967. By predicting certain relationships between what

were considered to be "key variables" the findings should add
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greatly to the understanding of the Latin American situation
in 1961 and 1967,

Some ten variables were involved in the formulation of
the various hypotheses. Certain relationships were expected
between certain pairs of variables, However, the results given
in the matrices presented in Tables 7, 8, and 9 give the
relationships between each pair of variables. The correlations
obtained for each pair are given vertically with the Kendall's
tau first, the Spearman's rho second, and the Pearson's r
third. Otherwise the tables should be read as any other matrix,

Teble 7 gives the results between variables for the seven
major countries in 1961. Téble 8 gives the resulting correlat-
ions for the seven major countries in 1967. Table 9 gives the
correlations obtained between certain variables for the nine=
teen Latin American nations both for 1961 and 1967,

The ten variasbles in matrices of Tables 7 and 8 are iden-
tified as follows: 1. economic growth, 2, the net deficit bal-
ance of trade between Latin American countries and the United
States (trade imbalance= Latin American imports less exports
vis-a-vis the United States), 3. ﬁhe total value of American
direct invegtment in Latin America, Ae the total value of the
outflow of private capital from Latin America to the United
States (direct investment inflow less pvofits and dividends
outflow), 5, net foreign aid flowing into Latin America from
the United States, 6. net military aid inflow to Latin America

from the United States, 7. net economic aid inflow to Latin
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America from the United States, 8. agricultural production
of Latin America, 9. the number of people per doctor in
Latin America, and 10. the number of people per teacher in
Latin America,

The first hypothesis, it will be remembered, predicted
a negative relationship between total U,S. direct investment
and economic growth, The correlations obtained range from
=33 (tau) to -.81(Pearson)for 1961 and from =-.4l} to -.72(Pear-
son r and rho respectively) for 1967. The hypothesis, then,
is accepted. It is interesting to note, however, that the
tau and rho correlations are much higher for 1967 than for
1961 while the reverse is true of the r., The tau and rho
correlations reflect a deepening of the relationship between
1961 and 1967 while the r indicates a reverse trend,

It will be remembered by the reader from the discussion
in Chapter Four that Pearson r may give an inadequate reflec=-
tion of the data due to the smallness of the N and the sharply
deviant case of Venezuela. Thus it would appear that more con-
fidence might be placed in the tau and rho correlations obtain-
ed. If such is the case then it appears that the negative re-
lationship between American direct investment and Latin Amer-

ican economic growth has desepened between 1961 and 1967,




Table 7

Correlation Matrix for Ten Selected Variables, Latin Amer- N=7

ica, 1961
Variable and number 1 2 3 4 5 6 7 8 9 10
1. economic growth —— 033 =033 —014 =33 =olt3 =33 4 14,05

- ;35 _643 -621 -043 “‘936 "050 918 018 -514

- —

- "029 “o81 eOLI‘ “’o25 ""070 "’020 023 o06 ='°925
2° trade imbalance '*33 - "033 "014 —005 “o52 "’01“‘ “024 "‘o21+ ] ¢11+

035  mmm =ol5 w18 ~,04 =71 =.18 <.29 -,29 Ok

=29 == 43 .31 03 .93 =,04 =-,02 O .05
3o direct investment =e33 =033 mw== o2h L0562 05 =24 =o52 «,62
=oli3 =5 w25 29 .75 .29 =32 =64 =,75

-.81 43 20,27 .22 695 415 =,22 2,28 =,21
Lo capital outflow o o=t =t 24 eee ~,05 .24 ,05 ~-.05 .24 o 14

“'e21 "e18 o25 ———— 006 :025 e‘ll'*' "'014 039 QBZ

eOL" 031 027 -——— "'037 007 “‘n39 "'033 020 027
5 foreign aid =033 =605 .05 =,05 === 33 .91 =,43 .05 ~,14

-643 _°Ol+ &29 0‘06 bt 057 093 "oSL*’ "oOL" "-07

"025 003 022 —037 - 0»27 099 —ov62. "‘009 ,OO
6. military aid =eh3 =052 62 2k (33 -== .91 =43 05 -.05

-036 "'071 0-75 025 057 bt 096 "051*' —,O/-{» “"007

~o70 093 .95 .07 <27 =ZI .20 =,05 =09 ~.15
7. economic aid =633 =1t .05 05 91 91 ~== =43 .05 =.05

"‘.50 "@-18 029 011'*' 093 096 - ocx "043 -004 "‘o07

=20 =0k .15 =39 .99 .20 ==Z .62 -.,09 .01

8o agricultural production 14 =24 =24 =,05 =43 = 43 « 43 e 24 14
018 —.29 "'032 "‘014 "9-54 "0.54 "043 - - 029 032

623 =002 =022 =033 =ob2 =,05 =62 == 41 .18

9 people per doctor oMl =o2h =52 24 05 05 05 24 e-- 081
018 =229 =64 .39 -,04 -,0k -,04 .29 ZIIZZ 79

06 Ok =28 ,20 =-.09 =,09 -.09 .41 I .86

10, people per teacher 05 oAb =62 432 =14 =,05 ~,05 14 .84 -

-01}"*‘ e.Ol‘*ﬂ -075 027 -007:' "oO? -..07 032 .79 :::
025 405 =621 =014 00 =015 01 .18 .86

(50t)




Table 8

Correlation Matrix for Ten Selected Variables, Latin Amer=-

ica, 1967 N=7

Variable and number 1 2 3 b 5 6 7 8 9 10
1. economic growth mmm =631 =6B2 =0b2 =033 =o1h <24 14 L4 -4
mes =088 =572 =67 =35 =035 =075 =.21 421 .05

IID 257 —ohlh (L2 w b3 w73 =33 =29 .25 L15
2. trade imbalance =oB81  wme 033 43 33 05 =033 =e05 .14 -2k
~e88 ZZZ 035 W45 .34 « O =36 =,07 14 =.39
—057 ::: &96 "‘997 ¢6l+ 332 062 021 -o2.1+ "010
3, direct investment =2 633 wme 81 A3 U2 «.52 =,05 ~,05 =24
—e72 o35 ZZI .79 .64 64 64 = 14 =11 =,39

~ollt L9622 =099 (58 .30 .56 .18 =.36 =,28

L, capital outflow o622  Jh4F 81 wme 43 62 43 07 =.07 ~.05
=67 G5 .79 IZZ2 61 W77 061 .07 =.07 =.29

olt2 =097 =099 <II. .55 =24 ~,54 ~,20 .35 .21

50 foreign aid "‘033 033 943 043 Ll ol 062' 1.00 "02}4’ 05214 -505
~e35 o3 o64 .61 === .71 1.00 -.29 .61 .00

~ot3 64 .58 =o55 SSo .33 .99 07 =.19 -.h43

6o military aid ~e 1t 405 U2 462 62 wm= 62 o1k 43 -,.33
=e35 =0k 64 .77 71 Z== .71 .21 L6 -.32
—e73 032 30 =o2h .33 il 019 =73 .19 =43

7. economic aid —o2lt =633 =52 A3 1,00 62 w=- =24 52 -,05
«o75 =636 64 .61 1,00 .71 =22 .29 .61 L00

o33 262 .56 =5k .99 o19 =52 -,03 47,01
8o agricultural production mo Mt =o05 =005 o07 =o2h 14 =24 w—ee -,33 .33
=e21 =07 =otht 07 =029 o271 =,29 =22 2,36 =46
“e29 021 18 =20 07 =.73 -,0%3 <=IZ -,43 .52
9. people per doctor colh o1l =005 =07 52 o433 52 =633 --= 24
621 o =011 =007 61 L4661 -.36 =IZ .32

025 =02l =036 435 =619 =19 47 -.43 22 .56

10, people per teacher =Mt =24 <24 «,05 =405 =433 =,05 =¢33 24 —w=m
005 =639 =339 =429 L00 =,3%32 L00 -.46 ,3z2 ZZZ
015 =10 =028 o271 = b3 =43 ,01 -,52 .56 ZIIT
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Table 9
Correlation Matrix for: Five Variables for 1961 and 1967 N=19

Variable and Number 1 2 3 4 5
1961 '
1. economic growth o -1k -1 -+68 =o21
=== -e21 -.32 =065 =020
::: “018 "a45 -071 “027
2. trade imbalance: -o 1l ——— .00 o1l -.05
-2 -z <Ok o2 =s05
-018 _— 003 «35 -+10
3, foreign aid -o2 200 - o1 «79
~e32 -0k ==z 056 81
‘0#5 @03 ::: 065 096 oy
Lo military aid -.68 o1 ol — o2k =
-ob5 .21 .56 oo 33 3
-o71 035 «65 =T Lo ~
5e economic aid -.21 -.05 .79 ok - —e
=020 =05 »81 033 e
~e 27 - &10 396 o-lf'o :::
1967 -
1. economic growth —— -o21 035 o1k e 35
=z -e32 »50 .12 «51
::: 405 078 013 ’77
2. trade imbalance - -o27 - -o Ok 21 -.10
-032 === Mol 035 -1
<05 o -a12 Lo -o15
3+ foreign aid 035 oL —— «05 1.00
: 250 NeL:! g -05 1.00
»78 -2 =2z o0k .99
b, military aid ok 021 »05 -— .05
e12 035 .05 peting -.0h
«13 o0 el - - o0k
5. economic aid 035 -o10 1,00 .05 -
51 -o11 1.00 -.0k --Z

077 -015 099 -004 hadadiad
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The second hypothesis predicted a negative relation-
ship between the total outflow of private capital from
Latin America (less inflow) to the United States and the
economic growth of Latin America, The rho and tau correl-
ations for 1961(-.21 and -.1L respectively) indicates a
slight relationship in the direction expected. The Pearson
correlation for 1961 indicates no relationship between the
variables (.0} ). In sum, the correlations of all three
indicate little relationghip between the variables.

The correlations for 1967 indicate a somewhat different
situation. The rho and tau correlations are quite high(—;67
and =.62 respectively) and in the direction expected, The
Pearson r correlation indicates an opposite relationship,
however, with the coefficient being .42, The discussion of
the short-comings of Pearson's r must again be recalled by
the reader, i.e, the small size of the parameter(N=7) and
the effects of a sharply deviant case(Venezuela).

The anomalous Pearsonian r warrants further investiga-
tion, however. Thus, the following procedure was carried
ouﬁ: those countries experiencing an actual private capital
outflow were designated as group "A" while those experienc-
ing a slight{quite marginal but positive nonetheless) in-
Tlow were designated as group "B". The "A" group consisted

of four countries, the "B" group of three. The average
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economic growth rate of the two groups was then calculated

and found to be 0.5 percent for group "A" and 2.0 percent

for group "B." Given the small N and the fact that a param-
eter is being dealt with .‘any further calculations seemed
inappropriate. The group of countries experiencing an outflow
of private capital had a noticeably less average growth rate
than those receiving a slight inflow. The tau and rho correl-
ations are considered to be a truer indicator of the relation=
ship between the variables,

If what has Just been said is true then the results of
tau and rho indicate that the negative relationship between
the variables expected has indeed been found. Furthermore,
this negative relationship has heightened between 1961 and
1967,

Hypothesis three predicted a negative relationship be-
tween the trade deficit Latin America has with the United
States and Latin America's economic growth rate. For 1961
the results range from =.29(Pearson)to .35 (rho) with tau
being essentially equal to rho (.33). The rho and tau correl-
ations, considered to be better reflectors of the data in
the present study, do not lend support to the hypothesiso
Both correlations show a slight or moderate relationship in
the opposite direction expected. Pearson's r,however, shows
a slight or moderate relationship in the inverse or negative
direction expected. The hypothesis, however, is taken to be

not confirmed for 1961,
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The resulting correlations for 1967 for the seven major
countries indicate a somewhat different situation, however,
All correlations are decidedly in the direction expectede—=
the r at=.57, tau at -,81 and rho at =.88. The hypothesis is
taken to be confirmed. It is interesting to note that in all
three instances the relationships between the variables are
quite high for 1967 as opppsed to the 1961 results.

For all nineteen countries in 1961 (see Table 9) no
correlation technique indicates any relationship between the
varisbles., A slight negative relationship was found for the
1967 data ranging from -.21 (tau) to =.32 (rho). Guarded supp-
ort is given to the hypbthesis for 1967,

The fourth hypothesis predicted a positive relation=-
ship between the net private capital outflow from Latin Amer-
ica to the United States and the net foreign aid inflow from
the United States to Latin America., The rho and tau correlat-
ions indicate no such relationship for 1961 but a fairly high
(61 and .43 respectively) relationship in the expected direc-
tion for 1967, Again the r results run opposite to the
others showing a moderate inverse relationship (-.37) in
1961 and a fairly high inverse relationship (=.55) in 1967.
Again the same qualifications about the size of N and the
sharply deviant case of Venezuela are made. The rho and tau
correlations indicate acceptance of the hypothesis,

A number of interpretations can be found for the results
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Just obtained. It could be grgued that American investors
are draining away capital from Latin America and that some
kind of compensation must be made if the Latin American econ-
omies are not to go broke. This compensation comes out of the
pockets of the American taxpayer as the American government
channels foreign aid into Latin America as a compensation.
A second interpretation runs as follows: the American govern-
ment provides foreign aid to countries favourably inclined to
private American investment. The favourable inclination may be
in the form of tax holidays, the provision of an infra-struc-
ture, etc. Indeed, the foreign aid may be given with the spec-
ific provision that a certain infrastructure be provided. Only
a more detailed investigation would yield answers in this re-
garde

The fifth hypothesis, expressed positively, predicted a
positive relationship between foreign aid inflows to Latin
America from the United and Latin American economic growth,
That the opposite sort of relationship might occur is ant-
icipated in the discussion above and from the findings of
Gordon (1968) who found a slight negative relationship be-
tween economic aid and the economic growth of "Third World"
nations,

The resulting correlations seem to corroborate Gordon's
findings with the figures ranging from =.25{( r ) to =.43
(rho) for 1961 and -.33(tau) to =443 ( r ) for 1967 for the
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seven country group. Since the relationships are from slight
to moderate the hypothesis is given qualified rejection.
There appears to be little differences between the 1967 and
1967 results, Foreign aid seems to be inversely related to |
economic growth amongst the seven major countries of Latin
America,
A somewhat different situation is indigated for Latin
America as a whole., For 1961 the figures range from =.32
(rho) to =.45'( r ) corroborating the findings for 1961 for
the seven countries above, However, in 1967 the correlations
obtained are moderately or highly positive (from .35 for tau
to .78 for : p ) thus running opposite the results obtained
for the seven major countries. Thus, in 1967, there appears
to be a moderate to high relationship between foreign aid
and economic growth for Latin American countries as a whole,
The direct relationship obtained for the whole of Latin
America with respect to the foreign aid and economic growth
variables may be due to the fact that more conditions have
been attached to foreign aid flowing to the seven major count-
ries than to the other countries of Latin America. The relative
absence of such conditions may result in the positive relation-
ship. Another possibility might be that the conditions attached
to foreign aid recipients may have a negative relationship

with economic growth for the major seven and a positive rela-
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tionship throughout the other Latin American countries,
Mized "rejection" is given to hypothesis five.

Hypothesis six predicted a positive relationship be-
tween the net foreign aid inflow to Latin America from the
United States and the total value of American direct investe
ment in Latin America (séven countries). A direct relation-
ship was also expected between the net military aid inflow
and the total value of American direct investment,

The resulting correlations give guarded support to the
hypothesis expecting a direct relation between foreign aid
and total direct investment for 1961 and general support in
1967, The correlations range from .05(tau) to .29(rho) in
1961 and from .L43(tau) to..6l(rho) in 1967. The relationship
appears to have helightened between 1961 and 1967,

The results for the hypothesis predicting a direct re-
lationship between American military aid to Latin America and
the total value of American direct investment in Latin America
seems to be established. The correlations range from .62(tau)
to «95( r ) in 1961 and from .30(cr ) to .6L(rho) in 1967.
The direct relationship seems to have eased somewhat between
1961 and 1967, however,

The results indicating a lessening relation between mil-

itary ald and direct investment between 1961 and 1967 may mean
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that there are increasingly other importaht factors which
the American government considers in its distribution of
military aid to Latin American nations. One such consider-
ation might be the degree of political stability of certain
countries with the less politically stable countries getting
more military aid. The American government might consider the
prevention of another Cuba of highest priority.

Hypothesis Seven (sub-hypotheses a, b,'and ¢) predicted
a direct relationship between economic development (as meas-
ured by the total consumption of energy) and a) agricultural
production, and an inverse relationship between economic
development and b) the number of people per doctor, and c¢)
the number of people pef teacher. The results for both groups
of countries are given in Table 10.(ps 115)e The results for
both groups of countries are generally similar,

The results are clearly in the direction anticipated
for the number of people per doctor and per teacher ratios.
The inverse relationship is decisive for 1961 and eases some=
what for 1967, There is a general confirmation, then, that
if total energy consumed per capita is an indicator of econ-
omic development then economic development and social devel-
opment (as measured by people per doctor and people per teach-
er) are directly related (the results show an inverse relation-
between economic development and social development which is
read as follows: the greater the economic development the less

people per doctor and people per teacher, i.e. the more social
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Tabls 10

Correlations Between Economic Development Indicator and
a) Agricultural Production, b) the Number of People per
Doctor, and c¢) the Number of People per Teacher, for
Latin American Countries, 1961 and 1967

1961 tau rho gamma
development and agriculture .05 17  =o}40

development and doctor ratio -.71 =.89 =.55
development and teach. ratio =13 =o21 -.38

1967

development and agriculture Al .18 26

development and doctor ratio -olt3 =57 ~o67

development and teach. ratio =.62 =78 -.61
Ne=

1961

development and agriculture 06 ol =o3h

development and doctor ratio =eb2 =578 ~ol2
development and teach. ratio =033 =o23 =033

1967
development and agriculture 13 21 =,06
development and doctor ratio =e21 =031 =623

development and teach. ratio =s21 =633 =020
N=19

development),

Except for the 1961 Psarson's n, there appears to be little
or no relationship between the measure of economic develop-
ment used and the agricultural output. The previous qualif-
ications about gamma should be kept in mind. The hypothesis
is not accepted in this instance. The two variables appear
to have no relation with one another and may indicate their

sharp separateness in the economy as a whole, i.e. the agric-

ultural sector being unrelated to the industrisl sector,
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Partial Rank-Order Correlation The resulting relation-

ships between the variables of economic growth, total
American direct investment, the outflow of private capite-
al, and the net inflow of foreign aid obtained in Hypoth-
eses I, II, and V were submitted to partial correlation
analysis. (The variable entitled "trade imbalance" was
not utilized due to multi-colinearity, i.e., other varisbles
make up part of the trade imbalance variéblee) This pro-
cedure enables one to guage the degree of relationship
between two variables while holding one or more other
variables constant, The measure of partial correlation
presented by Blalock(1960: 336) was used in order to guage
the degree to which other key variables reduce the impact
of the major variables. The Kendall's tau correlations were
calculated while controlling for one other variable, The
dependent variable was taken to be economic growth., The
results are presented in Table 11(p. 117) for both 1961
and 1967. The relationship between economic growth and an
independent varisble is being controlled with a third var-
iable identified in column two,.

As expected, the use of partial correlation analysis
reduces the impact of all the independent variables con-
sidered. When direct investment is related to economic

growth in 1967, for example, while controlling for private
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capital outflow, the correlation coefficient is reduced
from =.62 to =.26. Other controls are also shown in
Table 11, They too have reduced the influence of other
independent veriables relationships with economic growthe.
Direct investment and capital outflow both survived the
influence of one ﬁpon the other, and thus.operate as in-
Such results

dependent variables of considerable weight,

support the assumption of multiple impact with economiec

growth,

Partial Rank Corr

Table 11

elations Between Beonomie Growth and

"Key" Independent Variables Controlling for a Third

Variable, for Seven Latin American Coun

1967

tries, 1961 and

Selected Variable and Variable
Which Reduces its Impact on

Kendall's Tau Kendall's

BEconomic Growth Measure of Partial
Correlation Rank Corr-
Independent Control elation
Variable Variable
1967
Direct Inv,. Outflow =062 =.26
Direct Inv. Foreign Aid =62 -.56
Outflow Direct Inv, =, 62 -.26
Outflow Foreign Aid ~.62 -o56
1961
Direct Inv, Outflow =033 -6 31
Direct Inv, Foreign Aid -6333 =331
Outflow Direct Inv, -o1l -.11
Ooutflow Foreign Aid -o1l -s13
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The resulting partial rank correlations for 1961
show reductions but all correlations were so low to
begin with that the usefulness of the procedure lies
mainly in comparative purposes,

Multiple Corrslation In the immediately preceding discuss-

ion a control process was introduced because it is intui-
tively obvious that more than one variable is having an
impact upon economic growth. By controlling for other var-
iables one begins to get a truer impression of the partic-
ular degreee of association between economic growth and
enother specific variable. This multiple association agse
umption can be pursued further through the use of multiple
correlation,

‘By approaching economic growth through the use of
multi-variable analysis one can examine the statistical
impact of a plurality of factors, all considered at the
same point in time. In this way it becomes possible to
think in terms of the amount of variance explained simul-
taneously by a host of independent variables, The multiple
correlations calculated(Blalock, 1960: 3/,6-350) are shown
in Table 12 for 1961 and 1967, The correlations indicate
the combined impact of three key variables considered in
the thesis: direct investment, private capital outflow,

and foreign aid. All three are economic variables operat-
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ing externally from the United States upon the internal
economic growth rate of Latin America, In other words,
they are economic variables which are integrally part of
America's relationships with Latin America,

Table 12

Multiple Relationships and Economic Growth, for Seven
: Latin American Nations, 1961 and 1967

Direct Outflow Foreign Multiple
Investment Aid Correlgt—
ion, R
1967
b'd <38l
b d X 26
X x b 127
1961
X 109
X b d o113
X X X o1l

Each "x" indicates the number of independent vari-
ables involved. The combination of direct investment angd
capital outflow account for [j2.6 percent of the variance
of economic growth., The previous analysis had already in-
dicated their relative importance, Very little of the var-
iance is accounted for by these varisbles in 1961 (11.3 per=-

coent).,
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Since 1961 the amount of American direct invest-
ment in Latin America has increased while the private
capital outflow from Latin America to the Unitéd States
has also gone up. These two variables have a strong neg-
ative relationship to economic growth in 1967 while show-
a low relationship in 1961, Theée two variables have shown
to account for almost I3 percent of the variance of econ-
omic growth in 1967 as contrasted to 11 perdent in 1961,
In other words, their combined impact seems to have in-
creased sharply since the Alliance. While other external
and internal factors may have an impact uporn economic
growth as well, nonetheless, these two variables o? Am-
erican direct investment and private capital outflow to
the U.S., appear quite important,

11T

~Further Presentation and Analysis of Data

Data presented in Section I of this chapter have
indicated that the Alliance for Progress has had diffice-
ulty in meeting the goals it set for itself in 1961, This
is particularly true of Latin America as a whole., The

next section (Section II) of the cahpter has provided the
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reader with important information about the relationships
between certain key variables which have likely shaped the
context in which the Alliance was born and grews. This third
section offers some additional data of a descriptive nature
which will further facilitate the fuller comprehension of
what socio=-economic forces are at work in Latin America.
This further information, combined with previous analysis,
will aid the comprehendihg of why the Alliance failed and
why Latin America remains underdeveloped.

In 1960 the total value of United States direct invest-
ment in Latin America was $8,387 million. With the national-
ization of all American corporate concerns in Cuba in laté
1960 and early 1961 the total value of that direct investment
dropped to $8,166 million. However, the total value in the
rest of Latin America increased. By the end of 1967 this
total value had increased by $2,099 million, i.e. a 25.7%
increase over six years. The largest increases took place
in the manufacturing sectore--from $1,655 million in 1961
to $3,301 million by the end of 1967. This doubling of Am-
erican manufacturing investment in Latin America indicates
the profound penetration of American owned multinational
corporations into the economies of Latin American nationse:

Numerous studies (Galeano, 1969: 133 Dos Santos, 1968;
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Lewis, 1960: 304~307; Petras, 1970: 130) have clearly shown
that it is American-owned multinationals which control the
most dynamic sectors of the Latin American economies. This
can have dire consequences for these economies in that con-
trol over the major economic sectors are in the hands of
foreign nationals who may have priorities which may sharply
differ from those of Latin Americans. Production is likely
to be geared to the priorities of the multinational corpor=-
ate conglomersates which are profits and growth.

Dos Santos has argued that there is emerging in Latin
America a new form of dependence in addition to the dependence
of Latin American countries upon undiversified exporting. He
writes, |

In the postwar period a new type of dependence
has been consolidated, based on multinational
corporations which began to invest in industries
geared to the internal market of underdeveloped

countries. This form of dependence is basically
technological-industrial dependence., (Dos Santos,

1970 ¢ 232)
The multinational corporations not only hold patents on the
best technology of the capitalist world but also have the pow-

er to move it where they want according to their own priorit-

ieSe

The effects of this mobility have been noted by Stephen

Hymer.

In many cases, business enterprises (the micro-
cosm) are now broader than nation gtates (the
macrocosm). In other words, the part is greater
than the whole and old balances and rivalries
have, to some extent, been upset. The corporat-
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ion gains flexibility by crossing internat-
ional boundaries and erodes the power of’
the nation state. But the state power is
crucial to the functioning of the economy.
(Hymer, 19703 243)

The available economic tools capitalist states have
to make the economy run relatively smoothly, i.e., monet-
ary and fiscal policy, have been emasculated to a large
degree (Hymer, 1970: 2ll;). This has resulted directly from
the spread of the multinational corporation and can have
important ramifications for Latin American countries strive-
ing for ecogomic growth and development.

The exﬁansion of American corporate concerns in Latin
America has been aécompanied by the expansion of American-
owned banks. In 1960, beforé the Alliance, the United States
had some 55 branches of banks in thirteen Latin American
nations. By 1967 this total had more than doubled to 13l
covering every Latin American country (Magdoff, 1969: 75).

American-oﬁned banking concerns tend to favour American-
owned corporations with their loans rather than indigenous,
native enterprises. Indeed, this seems highly reasonable given
the fact that the banking and other corporations are heavily
interlocked and intertwined (Fitch and Oppenheimer, 1970a;
1970b; 1970¢). American multinational corporations raise

most of their capital needs within local Latin American mark-

ets (Frank, 1969b: 50).
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Pearson et al,.(1969) have argued that underdeveloped
nations, such as those in Latin America, need private foreign
investment in order to develop. Results in section II indicated
that such investment is negatively related to economic growth
in Latin America. Furthermore, it was noted in Chapter Two
that Latin America was actually a net exporter of privately
owned capital to the United States, Duriﬁg the Alliance per-
iod, for example, the inflow of sueh private direct capital
amounted to $ 2,029 million while the outflow in the forms
of profits and dividends was $ 6,205 million for the same
period=---for a net loss of $ 4,176 million (en average amount

of $ 596 million per year)(United States Statistical Abstract,

various years), This net loss of capital was twice that ex-
perienced during the 1950-1960 period, i.e. before the Alliance.

(U.S. Statistical Abstract, various years) As has been previously

indicated in Chapter Two Frank(1969bs 50-52), Petras (1970:
234-235), and Bodenheimer (1970: 113-11l) consider this net
loss figure to be a decided underestimate. Plerre Jalee (1969:
125) has estimated that the overall net outflow of capital .
from Latin America to the developed countries totalled some
$ 1,970 million in 196L.

Foreign aid supplied by the United States govefnment has

been able to compensate such capital outflows apparently.

2 This refers to the net balance of private capital flows,
license and shipping fees, insurance rates, patent rates,
export-import balances, foreign aid, foreign repayments, inter-
est rateg, etc,
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It will be remembered that the private capital outflow
to the United States between 1961 and 1967 totalled

$ L4y 176 million. The net inflow of foreign aid from the
United States to Latin America for the same period was

$ 5,23, million (United States Statistical Abstract, var-

ious years)., This foreign aid was, of course, largely fin-
anced by the American working people rather than corporate
taxes (Kolko, 1962; Lundberg, 1969).

As was established by the results in section II this
foreign aid is largely negatively associated with scon-
omic growth. Foreign aid has become continually more tied to
conditions imposed by the creditor nation. Dos Santos sees
little value in such aid when he writes,

The real value of this aidee.is doubtful., If
overcharges resulting from the restrctive

terms of the ald are subtracted from the total
amount of the grants, the average net flow, acc-
ording to calculations of the Inter-American
Economic and Social Council, is approximately

54 percent of the gross flow,

If we take account of certain further facts
--=that a high proportion of aid is paid in
local currencies, that Latin American countries
make contributions to international financial
institutions, and that credits are often "tied"
--=we find a "real component of foreign aid"
of 2.2 percent on a very favorable hypothesis
and 38.3 percent on a more realistic one.

(1970 : 233)

The "ties" or conditions of which Dos Santos speaks in-

clude: the aid received is to be used to purchase products
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of companies situated in the creditor nation; the shipping
of goods is to take place on shipping lines owned by concerns
based in the creditor nation;: the channeling of the aid re-
ceived is to serve businesses of the lending nation, etc,
In addition, much of the aid is in the form of technological
goods rather than money and, thus, can lock the recipient
nations into certain forms of production., Such production
hay be of little real use to the recipient nationé

Although Latin American nations have experienced a
favourable balance of trade with the rest of the world this
cannot be regarded as enviable given the present situation.
Trading relations take place within highly unstable and
often monopolized international markets when the goods are
primary resources. Latin American economies are largely
dependent upon exporting one or a few raw materials, lacking
diversification in their exports. The Latin American countries
sell the raw materials to the developed countries which man-
.ufacture them and sell them back to the Latin American nations.
The pricés for Latin American exports are declining while
the prices for their imports are rising, Using data supplied
‘by the United Nations and by the International Monetary Fund
Dos Santos (1970: 233) has calculated that Latin America lost
$ 26,383 million over the 1951-1966 period due to a deterior-

ation of the terms of trade., Galeano claims that the import-
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ence of primary exports "is actually growing within the
total picture rather than diminishing"(1970: 39).

Latin America's trade surplus with the rest of the
world turns into a trade deficit when viewing its trade
relations with the United States. This deficit has in-
creased between 1961 and 1967 going from minus $ 220 million
to minus $ 2,3 million. The seven major countries in partic-
ular have experienced this phenomenon going.from a surplus
of $ 117 million in 1961 to a deficit of $ 133 million in
1967. The total trade deficit for all of Latin America over

the 1961-1967 period was $ 535 million.(United Nations Stat-

istical Yearbook, various years)

Latin America's economic deterioration relaetive to the
developed countries can be seen from Table 13, This table
compares'Latin America's levels of industrialization in
1960 and 1966, The level of industrialization is a ratio of
B to A. Latin America's share of industrial production in

the capitallst world has declined between 1960 and 1966 while

Table 13

Latin America's Level of Industrialization in 1960 and 1966

Latin America's Latin America's ILevel
Share in Popul- Share in Indus- of In-
ation of Capit- trial Product- dustri-
alist World (%) ion of Capital- alizat-

Year ist World (%) ion
1960 1065 3.9 0.37
1966 11.0 3.6 0632

~Source: VOISKEy(TI970: T35)
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its share of the population in the capitalist world has
increased, Thus, it is relatively less industrialized since
the start of the Alliance,

The industrialization undertaken by American-owned
mgltinational corporations has further consequences for
Latin Americans. Such corporations tend to be capital in-
tensive rather than labour intensive. The inability of rural
Latin Americans to eke out a 1iving in rural Latin America,
due to the maldistribution of land, forces them to come to
“the cities. Petras writes on this process,

Social tension and polarization in Latin America
result in part from the fact that accelerated
urbanization has coincided with a decline in the
development of labor-intensive industry and an
increase in the production of machinery through
capital-intensive investments. The relative de=
cline in small artisan shops, which are unable to
compete with the larger firms, is matched by an
eclipse of labor-intensive industry by automatic
machinery. In these circumstances, rural migrat-
ion has resulted in the expansion of a large ur-
ban slum class (3) which is employed neither by
artisan shops nor by the manufacturing firmse.

(1970: 11-15)

3 For a full discussion of the resulting slums in
Latin America the reader is referred to Frank (1970:

21 5_235) °
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The Economic Commission on Latin America as well as
the International Labor Organization have labouriously
constructed estimates on Latin American unemployment and
underemployment, For Latin America the combined figure is
taken to be 25 percent of the active population with agric=
ulture accounting for 45 percent of this total (Frank, 1969c:
7). In order to eliminate unemployment resulting from natural
growth in the labour force and the already existing unemploy-
ment Latin America requires an economic growth rate of 8 per-
cent per year(Frank, 1969c: 8).

The uneven structure of the Latin American economy ex-
tends to the distribution of income as well, In 1965 the
poorest 20 percent receive only 3 percent of all income or
an average of $60 (U.S.) per year. The poorest 50 percent re-
ceive some 13 percent of the income or an average of $100
(U.S.) per year. The richest 5 percent receive 33 percent of
the income with the richest 1 percent receiving 17 percent of
the income (Frank, 1969c: 9). Furthermore, according to this
United Nations data, this unequal distribution is becoming
more unequal due to the structural unemployment discussed
above., With such a maldistribution of income and the wide=-
spread poverty, there appears to be little need for the con-
sumer=-type items so readily supplied by American multinational
corporations in Latin America., These kinds of goods are not

meeting the prime needs of Latin Americans,
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Summarz

The data presented vis-a-vis the Alliance for Progress
indicate that the program failed to reach its objectives,
at least by the end of 1967. Further data indicate that
it is unlikely that the ALPRO will reach its goals by
its 1971 deadline., Correlations between certain pairs
of variables indicated that Latin America's trading relat-
ions with the United States, American direct investment in
Latin America, Latin America's private capital outflow to
the Unlted States, and the United States' "foreign aid" to
Latin Americea have all had a negative impact upon Latin
America's economic growth after six years of the Alliance.
Furthermore, other data indicate that Latin America is
not showing any meaningful signs of economic and social deve-
elopment since the Alliance was implemented, All of this
seems to indicate that LatiniAmerica is not benefiting econ-
omically from its association with the United States. Tts
relationship to the United States appears to be that of a
satellite or neo=~colony. There appears to be little room
for optimism vis-a-vis Latin America's development if the

present trends continue.



CHAPTER SIX
CONCLUSIONS AND IMPLICATIONS

In brief, the thesis essentially set out to accom-
plish two things. The first was to examine underdevelop=
ment in Latin America in general. The second was to eval-
uate a specific program of planned social change imple-
mented to overcome, at least to some significant degree,
the underdeveloped status of Latin America,

The program of planned social changs, i.e, the All-
iance for Progress, was initiated in 1961, The thesis
has shown that by the end of 1967 this program was still
a ways from achieving its objectives, It has also been inf
dicated that the Alliance was unlikely to reach its goals
by 1971, One must be cautious in these conclusions, how-
ever, given the shortcomings of a lot of the data,

The thesis has made use of a Marxian conflict model
of underdevelopment in an attempt to delineate what socio=
economic forces were operative in Latin America which may
be keeping the Alliance from reaching its stated objectives,
This delineation process was facilitated by the testing of
specific hypotheses, Other descriptive data were also used.
Certain key variables with external associations implying

economic imperialism were found to have little apparent

relationship with the primary ALPRO goal---economic growth=--

(131)
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in 1961, However, by 1967 (after six years of the Alli-
ance) these same variables had a very high negative re-
lationship with the economic growth rate of Latin Amer-

ica (seven major countries). The key variasbles proved

to Be Latin America's trade deficit with the United

States,; the total value of American direct investment in
Latin America, the outflow of direct private investment
from Latin America to the United States, and to a lesser
extent the net inflow of foreign aid from the United States
to Latin America,.

Since the implementation of the Alliance in 1961
Latin America’s trading relations with the U.S. have wor=-
sened, American direct investment in Latin America has in-
creased, and the outflow of cagpital from Latin America to
the United States has also increased., In the very least,
the data have indicated that such processes are not pos=-
itively associated with economic growth, especially in
1967.

The main goal of the Alliance(the 2.5 percent increase
in economic growth per capita per year) does not appear to
have been reached by the end of 1967. Although there are
éhorﬁcomings in the data it appears that the other Alliance
| goals remain unmet as well. Latin America appears 1little
better off since the Alliance. Of major importance is the
fact that a conflict model appears best able to account
for the apparent continuance of Latin American underdevel-

opment. The prevailing perspectives in soclology today
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do not appear to be able to account for all the facts.
The "metro-satellite" conflict model used in the thesis
appears much better able to do so.

There are certain areas of investigatién which fut-
ure research could focus on. One such project would be
to repeat this study with better, more up-to-date data
when such data becomes available, Another investigation
could analyze Cuba's apparent economic and social devele
opment in comparison with other Latin American nations.
There have been some studies of Cuban development since
that country has opted out of the "metro-satellite™ ties
it had with the U.S. Such studies include one by Boor-
stein(1968) and one by Huberman and Sweezy(1969)., These
have tended to focus only on Cuba, however.

A further research investigation could look at
Mexico from the "metro-satellite" model in order to com-
prehend why that country has experienced a relatively
better economic growth rate than other major Latin Amer-
ican nations,

Finally, it is increasingly clear to the present
authour that Latin America must be viewed at various levels
-=-the local, national, and international while at the same
time always viewing Latin America as part of an over-all
capitalist system. Latin America's class structure and pol-

itical~-economy cannot be fully understood in any other waye.
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