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Series LCR Per cent in top bracket

Individuals | tems owned,
operated, or
received

U.S. Farm operations, '50 .70 2.3 k3
U.S. National income, '52 .40 10 30
U.S. Farm Operating

income, '46 42 7 25
Liquid assets, U.S., '54 (.h7)#' 10 39
Chile, Farm ownership, '51 93 1.5 75
Denmark, Farm

ownership '51 47 2.0 4.2
lowa, farm operations '45 .35 1.4 5.8
California, farm ,

operations '50 .86 L.y 71
Braziil, farm .

ownership '40 .80 * Wb 48
Venezuela, farm Py

ownership '36 (.87) 5 90
Nile Delta, farm +

ownership 'S0 (.98) .05 " 37

% Estimated =

Note: Accuracy of Latin American figures subject to wide variation.

Meaning of Lorenz Corcentration Ratio (LCR):

/oo
Cumulati v t of SR
umula v:nge cent o LCR = 525
4
o }00'70

Cumulative per cent of owners, ranked by size
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"In irrigation districts, assessments were proportioned rougnly to the
potentialities of the land rather than to its actual stage of development
and production. Because of this, few owners of good land in irrigation
districts could afford to hold it in low-value crops. Heavy obligations
for development increased the drive for large cash incomes to ser ice the
loans, to meet district assescments, and to defray other costs. ..."

"The creation of an extensive body of law to govern joint undertakings
by means of district units apparently facilitated wide use of that
procedure for a variety of purroses. Road districts, reclamation districts,
drainage districts, and pest-control districts be came common. (Ftnte:

The earliest district organizations were for reclamation. u5 of these had
been formed by 1870. The major development of irrigation distr-icts came
later.) Often they were superimposed upon irrigation districts, or
vice-versa, in such & way as to place heavy annual charges upon tihe
landholder es had mucii to do with tne hignl cial
¢haracte of California's agriculture. JThere was e place for the
Telf-sufficient pioneer farmer, driven only tO that degree ol commerce
necessary to provide grocerlies and clothes for his famlly and a Tew
dollars for the maintenance of schools and government. ..."

Murray Benedict, "The Economic % Social Structure of California
Agriculture", in f#California Agriculture, Claude Hwthison Ed., UC Press,
Berkeley, 196. p. L02

Lok, om w /.D.S.
Nond etz
M Chowdes, 31 Cukddirom Ak, [Seihim Bouga Lo,




’s

/%4 . oo il &, (%),

Dovih, Loand ((§62)

f ﬂt/\{ wwa:wz é/efq' _KAW A"WCI . ¢M/¢LWWJ;
./’/U’t— 66‘/-?{/ X ﬂf\g A kw'

7’" mq/(} - /.LW,A! .-;Za‘ww, la/t' %’ ;Wvls,e' /:ﬁ,uc— ,—(,.A,', &

\ /u/tku/ we Clonul 4,




e

tov7e

e Lcp 7o wa o brecchat
1 i et [ Erser ownad
W,auw
Us . ,,w,?f?}""" ,10 2.3 +3
4.s, /f/au‘r/;m; 8 4t A R /0~¢ So
.S o
¢ : 1 -
"]’M 0/9? [a 4 Y4 re i .
, L,'f,“',( awsts, 4.5, 5¢ (4T ) /o b8 i
Chike, Fru. ownonhay 's| . 73 A ,75,/1.
R L A - T -4 1 Tio =
furm qialionm, & (. ST
a""’““ta«ﬁs_ : o = 2=
Cw{v/'f so .' Fé r a8 i/
W g0 1.4 %
" b oscidep ¢
R2WALY e A 70
‘ Lo
M'S’o £ 12 )F o5 37
¥ Coimatss
V | ‘ué;cc. /5' l"av VM«-,
/l/ra % d ccurte { L@&q W‘am %W m‘,&/—,
W Ry it Rl (LoR)

L= A

B







<+

likon Ahnia, i, ford E '

Cix = ST
/th., MOCZM»«?(MJ—W ‘fS?ufm%/w’mW&Z)_%.

G : i ‘
Lor G, La()m,,,,,, S e V/w,(uu\ R : ,"MM’B-S‘

&.6 1§90 n - e b £ 4OV . “W"

1y dcalle of anable i problics? 1 doshir £ — coindlin O
50 of aree s lindid, f. 100 fr werkd & 40 Yo for LS.

157 Qg's fo ex chawnge G from vat & o preducts. Wlen o
o fuil o b sy 4 Hm T R e €
L g g Qe e DO R

I o - bt f S /{‘;mo(a,w mmg/ﬂkwaﬁ._

fls i Bt et porich, oEhy
W’{W | . tuihs anownd owba e

2oy Aite of o ;- ST W wwskeesr Arcoce 4€,.¢¢,:r//;;
cwolifin fma T Z%«.M it O, L wn (D, b=

P e —







v’

Latin America’s Need

U. S. BUSINESS MEN AND THE ACT OF BOGOTA

IHE sensible policy of taxing vacant land into use
instead of taxing men and machines into idleness
receives powerful support from an unexpected quarter
in the United States. It is one of many recommendations
for helping to raise living standards in Latin America
which are put forward by the research and policy com-
mittee of the Committee for Economic Development.
CE.D. is “a non-profit, non-partisan, non political eco-

—— . . .
nomic research and education organisation supported by

voluntary contributions from business concerns”. It is
composed of 200 leading businessmen — generally presi-
dents or board chairmen of large industrial corporations
— and educators. “All research is to be thoroughly
objective in character,” a CE.D. by-law ordains, “and
the approach in each instance is to be from the stand-
point of the general welfare and not from that of any
special political or economic group”. Obeying that direc-
tive the research and policy committee — of 50 of
CE.D.s 200 trustees — could scarcely fail to urge a
comparatively radical solution to the land question when
considering the problems of south of the border.

The C.E.D. policy statement, Co-operation for Progress
in Latin America* contains as an appendix the text of
the Act of Bogotd and offers point by point comment on
its m The Act was signed last September by the
United States and eighteen of the 20 Latin American
republics which together comprise the Organisation of
American States (0.A.S.) Cuba voted “No” and the
Dominican Republic was not represented.

Of the various Measures for Social Improvement re-
commended by the Act of Bogota, pride of place is
given to the following which are designed to improve
living conditions and to secure better use of actual and
potential farm land. They would be carried out by an
inter-American programme in each country as considered
appropriate: -

“1. The examination of existing legal and institu-
tional systems with respect to:

(a) land tenure legislation and facilities with a view

to ensurinT a wider and more equitable distribution of

the ownership of land in a manner consistent with
the objectives of employment, productivity and econ-
omic growth ;

(b) agricultural credit institutions with a view to pro-

viding adequate financing to individual farmers or

groups of farmers;

(c) tax systems and procedures and fiscal policies with

a view to assuring equity of taxation and encouraging

* 56pp. $1.00 from C. E. D., 711 Fifth Avenue, New
York, N. Y. and from P. E. P., 16 Queen Anne’s Gate,
London, SW. 1.

JULY, 1961

improved use of land, especially of privately-owned l/
s i

land which is idle

“2. The initiation or acceleration of appropriate
programmes to modernise and improve the existing
legal and institutional framework to ensure better con-
ditions of land tenure, extend more adequate credit

facilities and provide increased incentives in the land
tax structure.

“3. The acceleration of the preparation of projects
and programmes for:
(a) land reclamation and land settlement, with a view
to promoting more widespread ownership and efficient
use of land, particularly of unutilised or under-utilised
land ;
“(b) the increase of the productivity of land already in
use ; and
{c) the construction of farm-to-market and access
roads.”
Among C.E.D.’s comments the fallowing paragraphs

are of principal interest:—

“The Latin American farmer also suffers from handi-
caps in the distribution of his product which cut down
the share he gets of the value of the product. In some
cases government rezulations on agricultural marketing
provide means for collusion between public officials and
middlemen to achieve a monopoly position and exploit
the farmer. Not only do such abuses need fo be elimi-
nated but the whole system of distribution needs to be
strengthened.

“There is a strong desire for land reform — for
broader distribution of land-ownership — in Latin
America. The motive for this is not only the desire for
more equal distribution of income. It is probably even
more the desire for the status and security that in all
agrarian countries goes with the ownership of land.

“In many countries of Central and South America
large areas of undeveloped lands are still in public
ownership and are, therefore, immediately available with-
out compensation. In some cases extensive areas of un-
developed lands are in private ownership which has
not developed them for want of capital or of transporta-
tion or of demand for the crops for which such lands
have been considered suitable. Owners of such lands
are often willing to dispose of them or parts of them,
for development, at moderate prices.

“In some cases inadequate taxation of unused land
permits its owners to hold it idle. Adequate taxation of
the land would force it into use, or into sale where it
could be acquired for use by small holders . . . (italics
added).
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“Mere division of land already under cultivation among
the rural popuiation would undoubtedly reduce the pro-
ductivity and income of the people in most cases. The
new owners would commonly be less efficient farm
operators than the existing managers, and would find it
difficult to assemble capital for fertiliser and equipment.
In general, settlement and cultivation of idle land has
much more promise for the people of Latin America than
the division of land already under cultivation.

“If, nevertheless, steps are taken to distribute among
small farmers estates now under cultivation they should
be accompanied by improvements of agricultural credit
and education. Otherwise, the farmer may find himself
worse off as an owner than he was as a tenant or hired
farmer. Moreover, fair compensation should always be
given for land taken over for redistribution. This is not
only just; it is also essential to maintain confidence in
property, without which capital creation in the private
sector is impossible.

“It is unfortunate that in so much discussion ‘land
reform’ has become identified exclusively with the division
of existing properties. The term should have a much
more positive and broad content. The affirmative goal is
to increase the number of people who own and operate
farms of efficient size, in an efficient manner and with
adequate equipment and working capital. For this goal
division of land already in use is never sufficient and, at
least in Latin America, where there is so much idle land,
it is usually not a major part of the programme.

“The United States has encouraged and assisted land
reform — in the broader sense of the term — in many
parts of the world, notably Southern Italy, Japan, Taiwan
(i.e. Formosa) and Korea. We should support it in Latin
America where undertaken as part of a programme that
will raise agricultural productivity. Agrarian reform will
be a difficult, expensive and slow process. But nothing
could do more to increase the stake of the common man
in his society and in the economic development of his
country.”

Dissenting, Mr. Fred C. Foy, (chairman, Koppers Com-
pany, Inc.) thought it improper for C.E.D. to take so
detailed a position on agrarian reform. The U.S. had little
or no experience of the problem as it exists in Latin
America, Acidulously he added: “Certainly we are pre-
sumptuous when we suggest such a course as taxation
for the purpose of forcing unused land into use, or into
sale”.

The C.E.D. committee would have been on surer
ground had it recommended a straightforward tax at a
uniform rate on all land, whether used or idle, urban and
rural alike. It is a pity, too, that they regard a more
diffuse ownership of land as reform. Certainly it would
ameliorate present conditions and certainly it is far more
sensible to force idle land into use than to break up
productive, reasonably efficient large holdings in an arbi-
trary manner. What farmers need and crave is absolute

118
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security of tenure and tax exemption of their buildings,
machinery, income, etc. They, personally, and society at
lange would prosper more if they were established on a
land rent basis, their holdings being recognised for what
they are in fact—part of the partimony of every citizen
— and the rent being paid into the public exchequer.

On taxation the C.E.D. publication comments: “The
signers of the Act of Bogotid agreed to examine their tax
systems, especially with a view to providing additional
revenue for the expanded social and economic develop-
ment programmes. These tax systems also need to be
re-examined from the standpoint of their effects on in-
vestment, foreign and domestic. In some countries of
Latin America personal income taxes are weak and
inadequately administered. Taxes on wealth in the form
of land are low, but taxes on corporate profits are com-
monly very high, especially when considered in relation
to the need to attract foreign capital and to promote the
reinvestment of earnings in successful businesses, foreign
and domestic.”

The CE.D. policy statement comments that a major
step in encouraging the flow of foreign capital to Latin
America would be the bringing of inflation under control.
“This is primarily the responsibility of the governments
. .. We in the United States should understand the politi-
cal obstacles . . . they are certainly not unknown here.
But we should remind the Latin American governments
of the importance of their efforts on a front so vital to
the success of our co-operative programme.”

North - East Brazil
A Latent Volcano

HE Wall Street Journal of April 5 reports on Brazil:
“Americans lately returned from South America
claim the new government of President Janio Quadros
seems little worried about famine in the country’s north-
eastern sector, where thousands are reported starving. Even
the threat of Castroism, it’s said, is not stirring Latin
leaders to adopt U.S. urged land reforms that Washing-
ton officials contend might help local food production.”
North-east Brazil, which has another Castro-style revo-
lution in the making under the leadership of fiery young
Francisco Juliao, is larger than the State of Texas, and
is inhabited by 21 million people. Actually, this area has
been one of grinding poverty for many decades. But now
there is a growing peasant movement led by sympathisers
of Fidel Castro and the Communists that is capitalising
upon the depressed conditions of the people.

Juliao’s theme, constantly repeated to Brazil’s peasants,
is: “Cuba is free because the great Fidel Castro gave each
peasant a rifle and said, ‘Democracy is a government that
arms the people.’ I went there and saw the results. A
miracle was performed in Cuba. That miracle can be
repeated in Brazil.”

LAND & LIBERTY
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Sund(zv, February 10, 1963

Latin America Faces
Big Surplus of Hunger

Land Reform Needed|
to Keep Pace With

Population = Growth
Makes Few Gains

Rio de Janeiro,
For years food production has
not kept pace with the popula-

tion growth in Latin America—
and the future looks even
darker.

The population is 200 million
now. In 20 years it is expected
to-be 360 million.

Authorities agree that sBlit-
ting up big estates and putting
all avai ag e land to better use
can make a dent in the problem.
This is a_keystone of the Al-
liance for Progress program
‘which ™ the United States is
backing.

Is land reform getting any-
where?

There has been progress in
spots, but in general little has
been accomplished so far.

Argentina, once a prime sup-
plier of wheat, has almost
dropped out of the world mar-
ket for this commodity. Brazil
which has replaced Argentina
as Latin America’s biggest agri-
cultural producer, urgently
needs better land utilization.

g

Brazil —2— b

’|leconomic_and social overhaul-

Juliao, a wealthy landowner
who professes to admire Fidel
'Castm. have engaged in bloody
clashes with big land owners
and authorities.

President Goulart’s three year
plan will give peasants title to
virgin lands that are worked for
ne agricultural cycle.

Peru — Some Indian farm
workers make only a penny a
day. Little agricultural devel-
opment has taken place since
Francisco Pizarro of Spain con-
quered the country in 1475.
Most of the arable land is held
by a few wealthy owners who
oppose reform. A decree of the
ruling military junta aims at
more equitable distribution and
a better deal for farm workers.
Some land will be expropriated
by the state and other land may!
be brought directly.

In the Chaupimayo region |
many farm workers—aided by ||
guerrillas—occupied lands. In
Cuzco, about 8,000 farm work-
ers clashed with police. Two
were killed and several were
wounded.

Chile — A moderate agrarian
reform plan is part of a major

ing within the framework of the
Alliance for Progress. Com-
munists and fellow traveling
Socialists have attacked it as

Mexico Is Notable “too soft” and demanded out-

Mexico, with a 459% gain in|right expropriation.
M//agricultura[ pro n . President Jorge Alessandri
vears, hs ble lans to expropriate only land|
ress. Venezuela is making some (hot fully used for sale to peas-
progress. nts on easy terms. Special gov-

But land reform is a tremen-
dous problem for Chile, Peru,
Bolivia, Ecuador, Colombia and
most other Latin American
countries.

The United Nations food and
agriculture organization esti-

mates that only about 247 mil: {;

lion of Latin America’s nearly

“five _billion acres_are arable.
About 913 million acres are
used for grazing. About 2.5 bil-
lion acres is forest land the rest
is unproductive.

. Land resources still are large
because only abput 5% of the
land has been brought under
cultivation, compared with
more than 109, for the world as
a whole.

Efficiency Is Low
Farm efficiency is low. There
is one tractor for every 750
arable acres compared with one

[3) es in the United
States. The Latin American
worker’s average output is

$450. The average output is
twice that .in western Europe
and $3,350 in the United States.

Dr. Hernan Santa Cruz, as-
sistant director of FAO. for
Latin America, says that in the
next 40 years that area must at
least triple its food production.

Here are examples of the big
problem:

Argentina — Deposed Presi-
dent Arturo Frondizi presented
an agrarian reform bill in 1958,
authorizing the expropriation
of land with payment for it. The
bill never got out of committee.

The 196162 wheat crop was
159% below that of 1954-'55.
Nonetheless, 95% of Argen-
tina’s foreign €xchange is sti
earned through exports of meat
and agricultural products.

Dr. Jose Alfredo Martinez de
Hoz, minister of agriculture and
livestock, has outlined an ambi-
tious program to promote capi-
talization for farmers and
ranchers.

Brazil — Only a fraction of
Brazil’s 3,288,050 square miles
has ever felt the plow. The na-
tion’s farm land growth has
averaged only 114 9% in recent
years and is far behind indus-
trial expansion. Fifty-eight
plans for land reform have been
presented in years, but little
has been done.

Eight per cent of the land-
owners hold 759% of cultivated
land. More than 609%, of Brazil's
75 million people gain a living—
often precarious—from farming.

In the ' northeast, peasant

|

ernment agencies will give tech-
nical aid and long term loans.
A government study showed
4% of the landowners con-
trolled 53% of the arable land.

olomhia — Land reform — a
ear old—faces political opposi-
tion, t apathy and suffers
rom lack of trained personnel
o administer it. Supporters are
ptimistic about eventual suc-
ess. The law, authorizes ex-
propriation of private land\nm
ully exploited, and the con-
solidation of small farms into
larger units to support family
[farming.

The law authorizes establish-
ment of a 120 million dollar
bond issue to reimburse owners |4
of expropriated land.

The agriculture reform insti-
tute has distributed 100 parcels
of land totaling 7,410 acres.
The institute says 2,470,000

cres will be acquired during
1963 and negotiations started
E;three times that figure.

enezuela—Agrarian reform,
although far from complete, is
better than in' most Latin
American countries. One sign
of success was a 9% increase in
agricultural products in 1962.

The Inter-American bank has
approved two loans totaling
$12,700,000 in - Alliance for
Progress funds to use in agrar-
ian. reform. This is part of a|s
four year plan to .increase |{
Venezuelas farm output 349%.

Us, Argentlnes .
to Battle Dlsease

© New York Times News Service ’

Washington, D. C. — The/"
United States and Argentina
announced Saturday a co-op-
erative program aimed at elimi-
nating foot and mouth disease|]
from Argentine cattle. The dis-|
ease has barred most Argentine‘
beef from being imported into‘
thls country.

Veterinary scientists of bo t h‘
nations will begin a study this|
month to determine if the dis-| .
ease causing virus can survive|
in cured beef from cattle that
have been vaccinated. A long
range program will try to con-
trol and eradicate the disease in
all of Latin America.

The virus presents little dan-
ger to humans. The disease was
wiped out in the United
States three decades ago, by
killing and burying all infected
animals.

leagues founded by Francisco

For Valentine’'s Day







Multiple bookkeeping is time-honored art in Latin America

BUSINESS ABROAD

T-men
join the
Alliance

U. S. is backing tax reform in
Latin America—and giving
lessons on collection methods

In most countries tax evasion is a
problem; in Latin America it’s a way
of life, taking an estimated 50% to
B0% of potential government reve-
nues.

In Guatemala, for example, half
of all known businesses periodically
report losses to avoid paying a
meager profits tax. In Mexico only
2% of the population pay income
taxes. A time-honored Latin joke
concerns the businessman who
keeps three sets of books: one for
himself, one for his partner, and one
for the tax collector.

No retreat. Changing this way of
life is a formidable perhaps im-
possible—task, but it is one that
the U. S. feels must be faced if Latin
America is to move ahead. To get
things going, it is lending tax ex-
perts from the Internal Revenue
Service to Latin countries to advise
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them on collection techniques. More
importantly, it is prodding reluctant
governments all over Latin America
to reform their antiquated tax sys-

tems as a condition for receiving
U.S. aid under the Alliance for
Progress.

Tax reform is one of the corner-
stones of the Alliance. Under the
self-help provisions of the 1961 Char-
ter of Punta del Este, Latin govern-
ments pledged themselves to over-
haul taxes in order to raise more
money for schools, housing, develop-
ment projects, land reform, and
other Alliance goals. They also
agreed to establish more progressive
income taxes in order to redistribute
the wealth and ease social tensions
on the seething continent.

Slow progress. Under U.S. pres-
sure, some of the Latin countries
have begun to fulfill these pledges

&
Z/

—at least on paper. Last November,
for example, Guatemala finally en-
acted a mild income tax—the last

Latin nation to do so. Chile passed
Latin America’s first _penal Jlaw
against tax evasion, and has even
hauled an alleged tax dodger into
court (it has yet to obtain a convic-
tion).

When Congress takes up Pres.
Kennedy’s request for $1-billion of
Alliance aid for fiscal 1964, the Ad-
ministration will point to such
measures—and a long list of pro-
posed tax reforms—as proof that
Latin countries are trying to help
themselves.

Yanqui joke. But so far, at least,
the flurry of new tax legislation is
more visible than the increased
revenues it is supposed to produce.
Latin experts say this is largely due
to lack of cooperation by the people,
who mistrust _the ability of their
governments to use funds efficiently
and honestly. In Argentina, for ex-
ample, the national deficit could be
halved by eliminating a $200-million
annual loss caused by featherbed-
ding and mismanagement on the
state-run railroads.

Says a U.S. businessman with
long experience in Latin America:

“Latins are convinced that govern-
ment officials will simply waste their
money. They regard this tax reform
talk as a very grim Yanqui joke.”

Typical hurdles. This attitude is
noted in a recent report to the Joint
Economic Committee of Congress
by Rep. Martha W. Griffiths (D-
Mich.). Latin nations, she warns,
may subscribe to tax reform mamly

‘to show a new efficiency rating
scorecard in seeking financial aid.”
And serious, well-intentioned gov-
ernment efforts, she points out, often
run up against problems. The kind
of problems that she probably has

CUSTOMS
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Indian women help boost the continent’s duty-free international trade
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Wasting too much time hunting numbers and
dialing them wrong? A new automatic Card
Dialer (above) stores often-called numbers
on_plastic cards — then dials them instantly
for you. Especially useful to your business if
you make a lot of calls to the same numbers.

Often need both hands free when you're on the
phone? The new, improved Speakerphone lets
you write, search files, move around your of-
fice as much as you like while telephoning.
Also lets others share your calls, conference-
style. Excellent reception quality.
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Competition moving in on your out-of-town
accounts? Long Distance calls, timed to fit
customers’ buying cycles, can help you sup-
plement field visits by salesmen and stay on
top of customer needs at all times—at a frac-
tion of usual selling costs.

Wish you could transmit your processed data
faster? Bell System DATA-PHONE service
will let you send business data (from cards
or tapes) over regular telephone lines — at
regular telephone rates. Transmission speed :
up to 2500 words per minute.

BELL TELEPHONE SYSTEM




He's on top-of
a savings

SOIL SAVER® CUTS COSTS of Erosion Control

This highway contractor can afford to rest easy in ditches, one third less than installed sod.
because he’s got soil erosion licked. The Soil Saver Over 30 states now specify it.

Heavy Jute Mesh he’s sitting on won’t be dis- Today, more and more manufacturers, distrib-
lodged by wind or water, even though it covers utors and consumers are learning that Ludlow
a highly ecritical 2 to 1 sandy slope. In such situa- products . . . in plasties, fine papers, industrial
tions, where straw mulch washes out, and also papers and textiles . . . serve their purpose with
in highway ditches and median strips, Soil Saver time and money-saving convenience. Write for
provides instant protection until Ludlow brochure on your business

stabilizing vegetation takes over.
Its cost isabout one tenth that of
concrete and asphalt paving used

letterhead.

LUDLOW CORPORATION
“%W Needham Heights 94, Mass.

PROFIT WITH THE PRODUCTS OF LUDLOW

JUTE YARNS, TWINES & WOVEN
FABRICS ... PLASTIC COATED
PAPERS and PAPER BOARD. ..
COATED and GUMMED PRINTING
PAPERS ... INDUSTRIAL TAPES
& PAPERS ... LINEN & SYNTHETIC
YARNS & THREADS ... FIBER
and RUBBER RUG CUSHIONS. POLYPRIME Protective, stainless, sparkling/poly coated board
for food packaging v

REINFORCED TAPE for two-strip case sealing




Rush or routine, specify Delta Jet Freight —

Zip up sales... buﬁown rofi'sﬂ

Specify Delta Jet Freight! Fast fashion changes require fast
distribution, so smart buyers and sellers depend on Delta for
next day delivery. Jet ahead of surface-shipped competition.

To cut your total distribution costs . .

All Delta flights carry Air
Freight. .. linking the East,
Southeast, Midwest, Texas,
California and the Caribbean.

. call Delta Air Lines.

DELTA

the air line with the BIG JETS

GENERAL OFFICES: ATLANTA, GEORGIA

SUCCESSFUL
CONVENTIONS

INCLUDE:

e American Legion National
« Air Force Association

« National Catholic Women

« Two Major Medical
Conventions
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LOCATION

America’s Convention Land is also
America’s Western Vacation Won-
derland! All-year fishing, hunting,
boating, riding, golfing — plus star-
studded shows — the vacation you’ll
remember the rest of your life!

And...your next convention in the
new Las Vegas Convention Center
will look, work and produce better!

(yaX More Dons-th fiave Moro Fan!

For Further Information Write:
DEPT. B5, CONVENTION CENTER

LAS VEGAS, NEVADA

in mind are something like these:
®» In Guatemala, businessmen and
cotton planters threaten to stop pay-

| ing all taxes. The reason: proposed

\

new excise and real estate levies to
cover growing public deficits. So far,
the government has failed even to
muster a congressional quorum to
consider these “emergency” taxes.

= The wealthy “14 families” who
dominate El Salvador’s economy
and supply most of the govern-
ment’s top-level administrative talent
charged that 1961 income tax hikes
were “punitive.” For a time, they
refused to serve in the government,
and even stopped speaking to the
U.S. ambassador.

Taxing task. In the face of such
opposition, Alliance officials and
U.S. Internal Revenue people are
wary. Says one Alliance tax expert:
“When we send an advisory mission
to a country, we have to think about
the timing of the next election.”

IRS has had a handful of experts
on loan to Latin governments during
the past year. Now it is assembling
a pool of 100 Spanish-speaking ex-
perts who can be sent, on invitation,
to help Latin tax departments train
auditors and tighten up collection
systems.

The IRS experts are paid by the
U.S. Agency for International De-
velopment (AID), which also has its
own staff working in the field. But

Government auditors moonlight as
accountants for private companies.
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3,011 orbits extra.

The Satellite Injun I was launched in
June, 1961, to transmit radiation levels
from space. Its nominal life expectancy
was approximately one year. Today,
after 19 months and more than 8,000
orbits, Injun I is still functioning, filling
almost a mile of magnetic tape with
data every day.

The people who designed and built In-
jun I—under the direction of Dr. Brian
J. O’Brien and Dr. J. A.Van Allen at

the State University of Iowa—are proud
of its performance. So are we. Over
two-thirds of the transistors and diodes
used in the Injun project —including
both Injun I and a subsequent satel-
lite, Injun III —are Fairchild products.

T T R
FAIRCHILD

R
SEVIITCDNDOUCTOIR

FAIRCHILD SEMICONDUCTOR /A DIVISION OF FAIRCHILD CAMERA AND INSTRUMENT CORPORATION/.’MS WHISMAN ROAD, MOUNTAIN VIEW, CALIFORNIA/YOHKSHIRE 8-8161 /TWXK 415-969.916%



An advertisement
directed to industrialists
and business executives

Your image of Maine?

If so it’s false, or partly so.
Sure it snows in Maine — a lot
in the mountains, but seldom
before Christmas anywhere else.
And whenever it does we move
it — quickly and cleanly from
Maine’s modern highway system.
We have to, so millions of dollars
of goods can leave Maine’s pro-
ductive plants 52 weeks a year
for overnight delivery to major
Eastern markets.

So don’t let Maine’s popularity
for skiing, ice-fishing and other
winter vacation sports diminish
your impression of Maine as an
industrial state.

Shoes, transistors, furniture,
yachts, paper, potatoes, missile
parts and nuclear subs — this is
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Maine, too. Yes, nature made
Maine vacationland — summer
and winter, but people like
American Can, Hudson, Sylvania,
Danforth-White, Keuffel & Esser
and many others have helped
make Maine a growing industrial
state. Compare your lost time due
to weather with their experience.

We think you’ll be interested
in the other reasons why these
people decided to make money
in Maine, too.

For these reasons write to:
Lloyd K. Allen, Commissioner
Department of Economic Development

State Capitol, Room 211B
Augusta, Maine

Widespread tax evasion means
that U. S. subsidiaries
carry more of tax burden. ..

Story on page 68

the tax reform campaign is mostly
run by the Economic & Social Coun-
cil of the Organization of American
States (OAS), with financial help
from AID.

Evasive tactics. Right now, col-
lection of existing taxes is even more
important to Latin governments than
increased levies. It has been esti-
mated that efficient collection sys-
tems coyld double present revenues
in most countries.

Besides public mistrust of gov-
ernment honesty, there are a num-
ber of reasons for such widespread
tax evasion. An obvious one is that
tax_auditors all over the continent
are underpaid and open to bribery.
To-oke out a TvingThey ot moon.
light as accountants for private
companies, where they juggle the
accounts they themselves are sup-
posed to audit (cartoon, page 70).

Chile has made some strides in
remedying this. With IRS assistance,
it has set up the first Latin training
school for auditors, and is trying to
pass legislation that would give tax
officials a bonus over other bureau-
crats.

Legal loopholes. Many countries
simply don’t have the administrative
rules to enforce the law. In one coun-
try, a prominent lawyer recently de-
clared $100,000 in income, and
blandly deducted $98,000 for ex-
penses. Tax officials told Alliance ex-
perts that they were not permitted
to audit the account. But Panama in
1961 changed a law that required
proof of intent to defraud before a
person could be prosecuted for fail-
ing to file a tax return. Last year,
the number of returns rose by 20%.

Argentina recently induced 250,-
000 tax dodgers to confess their past
delinquencies by offering to settle
their accounts for a fraction of what
they really owed. One anticipated re-
sult of this program is that the
thousands of new names on the tax
rolls will boost receipts in future
years.

For U.S. companies, widespread
tax evasion means that their Latin
subsidiaries carry more than their
share of the tax burden. Since U. S.-
owned companies are vulnerable po-
litical targets, they—unlike their
Latin-owned competitors—must pay
their taxes scrupulously. U.S. com-
panies that contemplate buying into
a Latin business must also check

BUSINESS WEEK February 23, 1963
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HOW TO CUT UNIT COSTS

DRILL PRESS ——>
0
)

e = |9

BELLOWS

-.)‘
DRILL PRESS FEED ‘i]!’—,l S ooy
BT
Se——
SOy
BELLOWS ) -
TRANSFEED

WORK FEEDER

This Spot-A-Mation idea is being used by hundreds
of manufacturers to cut the cost of drilling, tapping
and facing. By the addition of just two Bellows-
Valvair “Controlled Air Power” devices, your stand-
ard drill press can be made into an automatic or
semi-automatic machine.

In minutes, a Bellows Drill Press Feed with Hydro-
Check® can be installed in place of the star wheel
on your drill press to provide hydraulically con-
trolled automatic feeding of the drill press spindle.
Now the operator simply loads and unloads parts
— work is speeded and operator fatigue reduced.
As automatically controlled feed rates replace
hand feeding, drill and tap breakage virtually
stops, tool life is extended, down-time is cut and
product quality is improved.

By synchronizing a Bellows Transfeed (2-position)
Work Feeder with the Drill Press Feed so that the
work feeder automatically shifts each time the
drill spindle retracts, two work stations are made
available. Now, two operations can be performed
on a part with just a single handling or, by using
two jig fixtures, machining can be performed at
one station as parts are loaded and unloaded at
the other. The machine, not the operator sets the

OUR SPOT-A-MATION IDEA FILE IS YOURS
ON REQUEST.

This idea, and many others, complete with diagrams and
material lists are provided to help you solve production
problems, Write Bellows-Valvair, Akron 9, Ohio, Dept.
BW263.

rﬂ\\

IN HALF
ON DRILL PRESS
OPERATIONS

pace. Non-productive handling time is reduced,
and direct labor costs are cut in half.

Bellows-Valvair air devices can increase the effi-
ciency of many production operations. They are
ideal for machine construction. Their control and
synchronization are simple, and they pay for them-
selves through lower costs in a surprisingly short
time. Look for opportunities to put “Controlled
Air Power” devices to work. Your local Bellows-
Valvair Field Engineer will be happy to help you

apply them to your operations. o

Bellows-\/alvair

Division of IBEC AKRON 9, OHIO

These names assure you the best in pneumatic, hydraulic and electronic components

BELLOWS VALVAIR + SINCLAIR-COLLINS

HEOONGT e HYAQ-UER L« A C KISIOIN. BB C T RONICS



about the brilliant Swedish business machines

That word is Facit. And the Facit Electric typewriter speaks for every
Facit-Odhner machine. The Facit Electric is a timeless example of classic
Swedish design It does a little more . . . faster . and a little better
than the price justifies. Precision crafted of the finest Swedish steel,
it is practically service-free. Tested for 80 million strokes, it continued
to give swift, silent and superb performance. What colors are available?
Only sensible grey . . . the Swedish designers are as practical as the
engineers. Are you, your company, your letters important enough for a
Facit Electric? Facit machines are sold and serviced in over 120 coun-
tries of the world and every state of the union. They are perfection in
performance . . . because they are perfection in design. Take the FACIT
CA1-13 CALCULATOR [[g==t \\ . . . the world’s simplest fully auto-
matic calculator. Not f— -.| | much bigger than your telephone,
yet it performs ~—;: complicated calculations with

astonishing speed and accuracy. Too, the ODHNER XX11C-9
ADDING MACHINE HT!_L? responds faster than any adding machine

- | every Facit-Odhner unit, it does it beautifully

|

made. And, like |

. withonly a -_ whisper. Even the Facit literature is beauti-
ful. Write today or |*ZMl| try any of the 28 Facit.-Odhner machines at
your nearest Facit-Odhner representative. He will even bring one to
your office if you prefer. Convenient payment plans available.

FACIT-ODHNER INC., NEW YORK (TN 7-7171) 235 East 42 Street, New York 17; CHICAGO
(UN 9-1415) 2807 Central Street, Evanston, Illinois; DALLAS (LA 6-3851) 2734 Oak
Lawn Avenue, Dallas, Texas; LOS ANGELES (DU 7-6117) 2322 West 7 Street,
Los Angeles 5, California; SAN FRANCISCO (OX 7-7722) 895 Stanton Road,
Burlingame, California (or see your Yellow Pages for nearest dealer);
CANADA (362-7491) Facit Canada Ltd., 119 Adelaide W., Toronto
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Ecuador has so many taxes
that the collectors literally
can’t keep track of them ...

Story on page 68

carefully for possible skeletons in the
closet, in the form of accumulated
tax liabilities.

Smugg ing. A major tax leakage
that Alliance experts are trying to
plug is in customs, the biggest single
source of revenue for_some Latin
governments. By tightening adminis-
tration, Paraguay last year hiked its
customs receipts 34% without any
appreciable increase in trade volume
or duty levels, while Bolivia had dou-
bled its customs take since 1959.

But smuggling is an enormous
problem. Indian women all over
Latin America pick up small fees for
toting knickknacks across borders
under their skirts. The professionals,
however, cause the real loss of reve-
nue. They slipped $110-million
worth of such things as cigarettes
and whiskey into Venezuela last
year.

With the connivance of Mexican
customs officials, smugglers ship
several tens of millions of dollars
worth of goods annually across the
U.S. border into Mexico. Ecuador
is a smuggler’s paradise, yet the
government hesitates to crack down
because of unemployment: It would
throw 2,000 professional contraband
handlers out of work.

Too many taxes. Ecuador has
other tax problems that Alliance ex-
perts are trying to straighten out.
For one thing, it has so many taxes
that the collectors literally can’t
keep track of them. Like other Latin
nations, it earmarks so many special
taxes for things like government-run
railroads, universities, church-build-
ing, and the Red Cross, that only
40% of tax revenue actually goes
into the government budget.

Ecuador and other countries also

farm out tax collection rights to
\private speculators—an  ancient
Roman practice. One country as-
signs the Red Cross a 5% tax on
hotel bills, which the Red Cross in
turn auctions off to businessmen for
collection.

Reluctant rich. Efforts to crack
down on tax evaders and improve
collection systems have hardly in-
spired enthusiasm among Latin
American taxpayers. But the loudest
protests of wealthy and influential
Latins have been directed against
the soak-the-rich tax reforms that
are intended to shake up the eco-
nomic and social structure of Latin
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Now.hUrry to
hard-to-reach places

Slow road? No road? No runway nearby? Yet you've got to get
there fast. What you need is a new mode of travel, with go-anywhere,
land-anywhere flexibility. And at an affordable price.

Your answer is the new Hughes compact helicopter. The 269A takes
off and lands in any 40-foot square. Rises above all traffic problems.
Flies you cross-country straight as the crow flies. Adds new hours to
your work day. And turns tedious business travel into your favorite
pastimel

Easy to own. The Hughes 269A now makes helicopter travel economi-
cally practical. Direct operating cost: 13¢ a mile. Price tag: just $22,500
(others are two to three times as much). And simplified design means
maximum air time, minimum maintenance.

Be your own pilot. Your Hughes dealer offers flight instruction at half
former helicopter rates. And the 269A builds confidence fast. There's
full 360° visibility and power to spare. Controls are planned for learning
ease (some cars have more instruments). It's little wonder most 269A's
are owner-flown.

(Hughes cuts helicopter costs in half)

o

More questions?

Like a demonstration ?

Check and mail coupon now.
We promise you a prompt reply.

HUGHES

Commercial Helicopter Sales
Dept. 0902, Hughes Tool Company, Aircraft Division
Culver City, California

[] Please give me details on using a 269A for.

[] Have my Hughes dealer contact me.

[ I'd like a demonstration.

Name

Address
City

Zone State
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America—as well as raise more
revenue. Together with the income
tax, property levies are the chief in-
struments of such basic tax reform.
though much Latin wealth is
based on farm land and urban real
estate, property taxes on the average

ccount for only 3% to 5% of gov-
/ ernment revenues, compared with
17% in_the U.S. Urban real estate

is the great haven for Latin mvest- ,\?
ment capital, yet rental income is ¥

not taxable in most countries.

Higher taxes on urban property,
experts say, would divert
ment into industry, where it’s needed 3
more. For farm lands, the theory
goes, differential taxes based on
land use could force big landowners
to sell off some of their unused or
poorly cultivated acreage.

But property assessments are out
of date; in Peru, the last assessment
was made 70 years ago. And in the
case of farm land, much acreage in
Latin America isn’t even on the tax
rolls. To remedy this, U.S. aid is

now paying for_detailed aerial map-
ping in Chile _and ot countries,
partly for a general resource in-

ventory, but also to pinpoint taxable
holdings. b o e

Boomerang? In the process of cor-
recting these age-old tax inequities,
however, there are rising fears that
the Alliance may be frightening off
private investors, and thus defeating
its own aim of stimulgting economic
growth. Last year, the flow of U.S.
private capital to Latin America
practically dried up, while fears of
political instability caused Latins to
send money abroad.

Their alarm grew when a confer-
ence of high-level alliance tax ex-
perts in Santiago, Chile, last Decem-
ber issued a virtual manifesto against
the rich. The conference urged
higher levies on the “propertied
classes”; in the case of foreign capi-
tal, it recommended that taxes be put
high enough so that foreign com-
panies would pay no taxes at all to
their home governments.

Behind this declaration are figures
showing that the top 10% of Latins
earn 47% of the national income—
compared with 29% or less for the
wealthiest 10% in the U.S. Alliance
experts figure they could skim an-
other 15% off the top brackets in
Latin America, and still leave them
well off.

But the fact is the rich in Latin
America are almost the only source
of the private investment that ac-
counts for over 70% of capital forma-
tion in the area. Critics of the Alli-
ance fear that by putting too much
stress on taxes that will slice the eco-
nomic pie more evenly, it may only
succeed in baking a smaller pie.
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usiness abroad briefs

West German appliance maker tries to restrict
imports of Italian-made refrigerators

The whole idea behind the European Economic Community was to
create one integrated market of six nations, with goods and services
flowing freely across national boundaries. This has worked well for the
past four years—since EEC came into being—partly because the six
national economies were booming.

Now, however, some companies are finding themselves with tre-
mendous capacity and a slowdown in incoming orders. They are trying
to restrict the freewheeling international competition that the EEC
fostered.

Italy’s refrigerator industry is the first to be slapped for being too
competitive.

Early this month, Bosch, the West German appliance manufac-
turer, warned that it would refuse to sell household appliances to the
Nuernberger Bund if it continued to sell Italian-made refrigerators. The
Bund is a wholesale cooperative formed by appliance dealers in the
Nuremberg area.

West Germany imports an estimated 100,000 refrigerators from
Italy annually (the Italians say the figure is 60,000), domestically
produces 1.7-million annually. Though equivalent to a relatively small
percentage of over-all German production, the Italian imports—which
undersell domestic units—are annoying German manufacturers faced
with overcapacity and tough competition at home.

This follows on the heels of EEC approval of a short-term equalizing
tariff on the import of Italian refrigerators into France [BW Feb.2'63,
p85].

U.S. companies with Common Market subsidiaries fear that more
1.strictive acts of this kind in more industries may be in the offing as
overcapacity hits them.

U. S. businesses operating overseas
feel pinch of currency devaluations

Local currency devaluations abroad bit deeply into the 1962 net earn-
ings of some U.S. companies doing business in Latin America and
Canada. The damage is just starting to show up as these companies
publish their annual financial statements.

The worst impacts came from Canada’s 7%% devaluation of the
Canadian dollar, and devaluations of assets in Latin America’s biggest
markets—Brazil, Argentina, and Venezuela.

The rubber industry, which has invested over $608-million abroad
[BIWM Nov.17'62,p104], presents a good example of what these devalua-
tions have meant to U. S. business:

* Goodyear Tire & Rubber Co., largest U.S. rubber company over-
seas, last year lost some $10.6-million through devaluation despite
record sales. Over $9.4-million of this was charged off net income,
with the rest coming out of a special reserve set up for just such
contingencies. The book value of Goodyear’s foreign investments
runs over $241-million.

* Firestone Tire & Rubber Co. had a loss of more than $9.9-million.
Some $3.2-million came out of net earnings, the remainder from a
special reserve fund. Firestone’s overseas investments of $198-million
make it the second largest U.S. rubber company abroad.

Other U.S. rubber companies—U. S. Rubber, Goodrich, and Gen-
eral Tire—weren’t hit so hard by devaluation, partly because they
have less of a stake overseas.

BUSINESS WEEK February 23, 1963
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UNIVERSITY OF WISCONSIN - MILWAUKEE
March 15, 1963

Professors Applebaum
- Becker

Egerer
Gaffney
Gottlieb
Luchek
Patterson
Schenker
Toscano
Yotopoulos

Crane (Pblitical Science)
Howard (Anthropology)

The Ad Hoc Committee for Peace Corps Affairs (Bivens, chairman,
Egerer and Yotopoulos) about Area Studies and American
Studies for Peace Corps Tralining Group during April and

May.

As most of you know, the Committee which the Economics
Department designated to contact Mr. Shea to indicate
our interest in the Peace Corps, and the contribution
which economics might have for future Peace Corps groups
has very quickly had to accept the responsibility for

—making curriculum suggestions for the next Peace Corps

group to come to the UW-M. This group will be in
training to go to Colombia and Panama, their technical
areas basing Cooperatives (Bivens involved here but
Institute for International Cooperative Training,
Madison, is coordinator) and Agricultural Extension.
wWhile it seems that this is a broader function than
that for which our committee was constituted, there was
an urgent necessity for responding to the request to
supply topics and people for the economic phases of the
Area studies and American studies portions of the curvi-
culum for this next group.

The Peace Corps trainees to go to Colombia and Panama
will be in training during April and May. 1t will be the
responsibility of the Coordinator for these respective
areas to contact you to specify rates of remuneration

and specific responsibilities as well as the specific
dates on which you will lecture. The Coordinator for
Area Studies is Bob Howard, Anthropology Department,

and the Coordinator for the American Studies group is
Wilder Crane, Political Science.
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In addition to being a broader function than we originaily
were asked to perform, we would have preferred if we had
known more in advance that we were going to have to

fill this portion of the curriculum and that we would have
had more time to talk about it, preferably in a depart-
mental meeting. However, we did not know that we would

be asked to supply the Area Studies portion until
Thursday, March 7, and knew only slightly before

that we would be supplying the lectures in the American
Studies. Therefore, there may be doubt in the minds of
some of you as to the content we are suggesting, the

structure of it, or other matters.

However, we hope

that in light of the very limited time which we had to
design this, that the matter will be at least moderately
There have been some
changes made; | hope that they are satisfactory

acceptable to everyone concerned.

We have attempted to spread the load so far as the

extra burden of preparation is concerned, as well as
trying to make it possible for several to participate and
to have a fairly balanced amount of time within the total
which is allocated to us. The following are the topics,
the amount of time and the persons we are suggesting.

AREA STUDIES

Topic

Latiﬁ American Economic
ideologies

Introduction to the
Economics of Under-
development

Briefing on the Economies
of Colombia and Panama

Economic Demography

Trade Unionism in

Latin America: a
Comparison with North
American Trade Unionism

Latin American Trade
Arrangements

Land Use Adjustments and
Land Reform in Latin America

Monetary Policy

Person

Yotopoulos

Yotopoulos

Gottlieb

Gottlieb
Luchek

Egerer
Gaffney

Patterson

Lecture Time

One hour

Two hours

Two hours

One hour

Two hours

Two hours

Two hours

One hour
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AMERICAN STUDIES

Topic Peyson Lecture Time
Meaning of the App lebaum Three hours
Market Economy 1§, 11 and Yotopouios

The Problems of Schenker Two hours

U. S. Capitalism

Performance of Toscano Twe hours
U. S. Capitalism

May we suggest that those of you in these two areas
consider exchange of outlines with othevrs in the
respective area to help achieve integration.
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Pose Explosive

Haven’t Tried to

South America.

A Staff Correspondent

explosive.

Other large cities in South )
America are ringed by rapidly
growing slums, but the slums
here have some characteristics
all their own. They are built al-
| most entirely of brick and there-
fore have a more permanent look
than the usual run of shanty-
towns. Brick is cheap here and
more abundant than bamboo or
lumber.

Lima’s slums also are more
orderly than others and conform
to a pattern of streets because
some planning, both governmen-
tal and private, has gone into
them. They appear to be cleaner,
with less odor of garbage. The
reason soon becomes apparent—
here it hardly ever rains and
hot sunshine quickly dries up
garbage, minimizing the smell.

THE WORLD - WIDE MOVE-
MENT from the land to the
| cities accelerated in Peru about
five years ago and the rate is
still on the rise. Thousands of
families figure they could not
be worse off than they are and
decide to take their chances
where others had improved their
lot.

Communists have not tried to
take hold of these people. The
slum dwellers have been re-
garded as a great politically neu-
tral mass, largely illiterate, near
the bottom level of society. The
ability to read and write is a
requisite for voting in this
country.

However, the slum dwellers
have shown a talent for organi-
zation, a knowledge of what com-
bined action can do. They have
formed associations and then
invaded a piece of land, simply
taking over. Sometimes it has
been government land and, in
that case, the result was not too
explosive.

ON A STRETCH of desert-

Poor Flocking to Lima Slums

Political Issue

300,000 Living There Are Largely
Tlliterate and Can’t Vote — Reds

Take Hold.

This is another in a series of articles by a Post-
Dispatch team investigating Communist infiltration in

By TOM YARBROUGH

of the Post-Dispatch.
LIMA, Peru, Feb. 7.

ON SANDY FLATLANDS and brown hills around the fringes '
of Lima live more than 300,000 persons, as wretched reminders |
of a population problem that may become political and therefore

ECUADORIAN INDIANS'
REVOLT OVER WAGES
REPORTED QUELLED

QUITO, Feb. 7 (AP).

BOUT 2000 Ecuadorian

Indians rebelled yester-

day, but the Government
said it had the situation in
hand. The Indians, herdsmen
and agricultural workers, de- | |
manded- more pay from the | |
big landowners of the Andean
province of Chimborazo,

The Government moved sol- | |
diers into the area after the | !
Indians, armed mainly with
spears, beat a police official
and two of his men.

A Government official in
the Interior Ministry said the
Indians took up positions in
the hills but that some had
returned home.

invaders descended by @ night
without violence and with hardly
a sound and laid pebbles in
lines to mark out the property
they were thereby calling their
own, They stayed on and built
a forlorn community they called
“The City of God.”

More modern poor are moving
into subdivisions only one cut |
above the slum level and still
in the slum neighborhoods. These
developments are tailored to the |
market with inexpensive pav=|
ing, sewers, street lights, water |
and electricity, on small lots for

Continued on Page 6, Col. 8. l

like land mear Lima a swarm of

SHORTHAND

needed for best jobs, in offices,
courts, survey shows. Train with
specialists. Pen er machine. Pris |
vate tutoring. Ask for catalog.
Shorthand Institute, 511 Locus#
St., CH. 1-1638.
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ST.LOUIS POST-DISPATCH

Founded by JOSEPH PULITZER
December 12, 1878
Published by
The Pulitzer Publishing Co,
1133 Franklin Ave. (1)—
MAin i-1111
Adtaker Service—MAin 1-6666
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THE POST-DISPATCH PLATFORM

§ XNOW THAT MY RETIREMENT WILL
MAKE NO DIFFERENCE IN ITS CARDINAL
PRINCIPLES, THAT IT WILL ALWAYS
FIGHT FOR PROGRESS AND REFORM,
NEVER TOLERATE INJUSTICE OR COR-
RUPTION, .ALWAYS FIGHT DEMAGOGUES

.~ OF ALL PARTIES, NEVER BELONG TO

ANY PARTY, ALWAYS OPPOSE PRIVILEGED
CLASSES AND PUBLIC PLUNDERERS,
WEVER LACK SYMPATHY WITH THE
POOR, ALWAYS REMAIN DEVOTED TO
THE PUBLIC WELFARE, NEVER BE SATIS-
¥IED WITH MERELY PRINTING NEWS,
ALWAYS BE DRASTICALLY INDEPEND-
ENT, NEVER BE AFRAID, TO ATTACK
‘WRONG, WHETHER BY PREDATORY
®LUTOCRACY OR PREDATORY POVERTY.

JOSEPH PULITZER
April 10, 1907

Moo . iy ot

Lecters from the People
Protecting All Workers

Every state has workmen’s com-

. pensation programs, or industrial

.. accident insurance.

The programs

. provide protection for workers who

_ cal care and cash benefits.

are injured on the job, and is in-
tended to guarantee prompt medi-
In the
event of fatal injury, benefits are
also paid to dependents. The cost
of the program is carried by the

" employer as part of the expense of

production, and is administered by

 the state agency.

Doesn’t this sound like something
every employer would want for his
workers? Yet many gainfully em-
ployed workers in the state of Mis-
souri are not receiving these bene-

I fits, and many are probably not
" even aware that such a program
" exists, and therefore see the finan-

cial loss as inevitable.
Workmen’s compensation laws as

‘they apply to private employers

are either compulsory or elective.

i Missouri law says that the em-

e

‘towards which we should strive if

ployer is permitted to accept or
reject the provisions for the com-
pensation of work injuries, whereas
in some states the employer must
comply with the provisions, If the
employer elects not to be subject

- to the law, however, he loses the
. common law defenses of assumed

risk of the employment, negligence

' | of fellow servants, and contributory

negligence.
Missouri’s law exempts employ-

- ers who employ fewer than 11 em-

ployes. Yet these small companies
need this protection since the em-
ploye is usually not provided with

. formal safety programs or financial
' | resources to protect the worker. If
¢ the employer is not covered under
. the act, the employe may be un-
| 1. able to obtain compensation unless
. he sues for damages.

Therefore, I see. two objectives

we want protectio
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For More Th

President Kennedy’s pro
the balance of payments pr
the outflow of gold is as n
omits as for what it inclu
suggest a return to high tar
riers. He does not sugges
trenchment in foreign aid.
gest anything remotely li
trols over trade and foreign

Rather the President pr
series of moderate measur
entitled to full co-operatio
and the people. Surely no
can legitimately object to a
1948 restriction of $100
bring in duty-free from a
in the armed forces, consid
nedy rescinded the Eisenh
pendents, can legitimately
his foreign purchases as a
ing his family at home.

In the long run, mainta
ance of payments is goin
of the nation than is aske
sage itself. Three objecti
nedy emphasized in last
message are directly perti
progress toward those go
only to our domestic econo
tion in the world économy

L] L]

In part, the payments
three years is a conseque
recession, and of nationa
years to-reach an acceptab
economic growth. This
perative to take seriou
measures aimed at “expa
ductive capacity at a rate
the vigor and vitality o
Unless we do better than
at making full use of our
correcting our balance of|
ties will prove exceptional

Vital to an accelerated
the expansion and mode
ductive plant. While Euro
generous American aid,
the most modern and e
plants, much of ours h
and costly to operate. Th
portant the tax measures
promised in the economic
new incentives for inves
equipment. He proposes
nue loss by closing some
improving tax compliance

Finally, it is essential,
improve its competitive p
that we avoid “unsound
ments,” by which is mean
tified by rising producti
Mr. Kennedy’s economic
too much attention, but
While he rejected the ide
can be achieved only by t
ment and a slack econom
conviction that inflation,
upon the weak, is now t
balance of payments crisi
of the international econ
world.” Price stability is
future as accelerating th
growth and rapidly mode
tive plant.

L ] ®

The balance of paymen
exist in a vacuum, and so
run will requiré more tha
measures. !
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Land Reform Drags in Bolivia | I/
But It Marks First Step Out | S
Of Semi-Slavery for 2,000,000 | 3

Peasant No Longer Kneels and
Kisses Landlord’s Hand — Country
Far Ahead of Neighbors in That Pro-
gram Is Actually Law.

Editorial Page
Daily Cartoon

W
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This is another of a serie

s of articles by a Post-Dispatch
team investigating Communis

t infiltration in South America,

By TOM YARBROUGH
A Staff Correspondent of the Post-Dispatch,

LA PAZ, Bolivia, Feb, 14,

into self-sufficient farmers is proving

the country’s agricultural production
What s perhaps  tore

portant, however, is that a s

to be slow and painful and
is woefully low.
im- } more families are getting sew-

tart “ Ing machines, bicycles and even
has been made. More than. 2. transistor radijos, Statistically,

000,000 persons, largely Indian, | however, these are only a dot.
have made the first step out of | ONE UNFORTUNATE circums
a semi-slavery in which they ‘J stance' is that downtrodden peo-
labored for a mere subsistence. |'ple who have been saved from
These people constitute ahout exploitation on the hacienda now
two-thirds of the population. find themselves the victims of
Bolivia is ahead-of other coun- exploitation by their own local
tries in that this program is law, | political leaders.
albeit a consequence of the revo- |~ The new era has brought with
lution of 1952, - whereas other it a greater interest in educa-
countries are struggling to get ['tion on the part of the govern-
something along similar lines | ment ag well as those in dire
enacted by legislators. The revo- | peed of schooling.
lutionary method is faster, but it Until 1951, Bolivia had fewer
i i a major | than 2000 rural schools with |
wer than 50,000 pupils. By the
| end of 1959, there were nearly
The initial shock h 4500 rural schools and nearly
160,000 pupils,

Establishment of a well-ordered
back from the situation in which agriculture has been retarded by
national agricultura] production | the major emphasis on tin min-
was reduced by half when the [ing and other mineral extraction,
reform program had been in ef- Although the bresent government
fect only two years. has expressed determination to

Under the old semi-feudal sys-

>7 | 8¢t mining on its feet economi-
tem, the farm worker Was paid | cally, it ig equally intent on ga

no money at all, byt merely | great rige in production of goods,
allowed to work a small parcel} Social improvement for its own
of land, sake has been put far down the
THE GUIDE lines have been [list of national priorities under a
set. They provide that the land | reasoning that if economic im-
shall belong to those who work | Provement is br,
it and that no single owner shall | other will follow
be permitted to hold 2 large | country that ha
estate. Peasants who worked as }developed for many generations,
sharecroppers were declared | the raising of living standards
legal owners, but the procedure | has to be a slow process. Ope
of actually giving them title to | of the immediate objectives of
the land is subject to the Jaw’s |those pushing the agrarian re-
delay and even a sweeping | form program is a 8uarantee of
revolution has not wiped out the | law and order and respect for
red tape df"bufeaucracy. established ‘authority,
Assignment of “titles  to new | A lack of these can easily get
owners has speeded up remark- (Out of hand becauge the cam-
ably in the last year. In 1955 the |Pesinos who were given civil
number of families given title to | Tights in ‘the revolution of 1952
land under the program was few- | also were given rifles,
er than 3000. By 1959, the year’s ADVERTISEMEN
total was more than 12,000, but ey

in the following year it jumped

past 47,000. The number of titles

assigned was'even greater. This needed for best jobs, in offices
total jumped from' about 18,000 courts, survey shows, Train wi
in 1959 to more \than 85,000 in | specialists, Pen ¢r machine, p
1960. vate tutoring. _Ask for catq
If the peasant’s farm produc- g:‘l"c”".'“."ﬁlléﬂ;;.”"'e- 511 Lg
tion still leaves glant steps to |« CH. 1-1¢

be taken in the future, his hoh —— —
spiritual well-being has been | | €3] ‘OUTDOQ

much impreved already. He
has been given all the rights of ,
Bolivian citizenship, including' s,mw Muvmg Ea
the right to vote, even if he can-

not read or .write. Instead of 12012 MANC
kneeling and ‘kissing his land- L3t Louis 31, Mo. «
lord’s hand,; he stands up and | s
shakes hands with his fellow citi- |§
Zens.  President . Victor Paz |
Estenssoro took note of those |f
changes in ‘an interview with |
two Post-Dispatch reporters. He |
also observed that more and [

EQUIPMEN

Formerly Lawrence J,
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BUSINESS ABROAD

Central America
closes ranks

Pres. Kennedy will find a new

and friendlier economic and political
climate in latest Common Market

With Pres. Kennedy soon to arrive
by jet for a two-day conference with
Central America’s six presidents,
Costa Ricans this week were busy
sprucing up their somewhat out-of-
the-way but pleasant capital of San
Jose.

On a grander scale, the tropical
countries that used to be labeled the
“banana republics” have been spruc-
ing up their economies for some time.
Bananas and coffee still are the main-
stay. But diversified industry, rang-
ing from chemicals to light bulbs,
has begun trickling in from the U.S.
and Europe to speed the region’s
traditionally lazy economic pace.
And, putting aside old border dis-
putes and national rivalry as much
as possible, the countries have cast
their future in a new framework—
the Central American Common Mar-
ket (map).

Step in right direction. This new
market is a long way from Europe’s
in size; even if Panama finally joins,
the region will boast only 14-million
people, a gross national product of
$4-billion annually (double Peru’s),
and a 5% to 6% growth rate.

But this is enough of an accom-
plishment in Latin America’s trou-
bled history for Kennedy to make a
point of it during his San Jose visit.
Alongside the Alliance for Progress’
lagging progress, it looks, in fact,
mighty good.

Kennedy’s interest. The Central
Americans will have a sympathetic
listener in Kennedy when they ask
for more U. S. aid for a regional eco-
nomic program prepared by the new
Central American Bank for Eco-
nomic Integration (backed by $16-
million in capital from the five coun-
tries).

Not all of Kennedy’s interest in
the area is economic. Memories of
the avowedly Communist regime in
Guatemala nine years ago are fresh,
and the Panama Canal, though of
lesser importance today, remains a

BUSINESS WEEK March 16, 1963

San Jose, Costa Rica, scene of next week’s meeting among

chiefs of state, shows modern touches alongside the old.

key defense outpost for the U.S. So
Kennedy is sure to urge the countries
to crack down harder on the flow of
Cuban-trained subversives (page 54).
Instead of clamping down on Castro
agents in their own back yards, Cen-
tral American presidents have been
calling for what is not likely to hap-
pen—a new invasion of Cuba.

I. Progress for alliance

Within the past 18 months, five
countries—Guatemala, El Salvador,
Costa Rica, Honduras, and Nicar-
agua—have signed treaties that will
wipe away all internal tariffs and
erect a common outside tariff wall
by 1966. Tariffs have already been
eliminated on 70% of the region’s
internal trade.

Barring a violent political up-

Central America’s
fledglingcommon

Mexico

Br. Honduras

Jamaica

Caribbean Sea

Canal
4

San Jose

~ [Kennedy visit]

‘Colombia

heaval, most observers believe that
Central America will achieve its goal
of economic union on schedule. Po-
litical union—a century-old dream—
might then be the next step. But few
people expect it in the foreseeable
future, despite such gestures as re-
cent agreement of the Common Mar-
ket members to set up a Central
American Supreme Court and a joint
defense council.

Yankees moving in. The vivid
demonstration of progress is in the
influx of U. S. industries to get in on
the ground floor of the new Common
Market. Favored tariff treatment will
be given certain “integrated indus-
tries”—in effect, a regional monop-
oly—on the theory that the group
of nations can’t support more than
one of a kind.

Critics suggest that this may
merely perpetuate inefficient, high-
cost operations. But the opportunity
looks attractive to foreign com-
panies and investors.

In industry, Esso and Shell are
putting up a $25-million oil refinery
in El Salvador, to work with an $8-
million section of an Esso petro-
chemical project. The other half of
Esso’s project, called Fertica, is a
$7-million nitrogenous fertilizer plant
being built in Costa Rica with par-
ticipation by local investors.

Phelps Dodge Corp. will build a
$3.7-million copper wire factory in
El Salvador in cooperation with the
government’s Institute of Industrial
Development. In the same country,
Philips of Holland and Westing-
house Electric Corp. are planning
plants to make light bulbs and ap-
pliances, and a subsidiary of Cana-
dian Javelin is reopening a gold and
silver mine.

Hercules Powder Co. and Penn-
salt Chemicals Corp. plan to make
caustic soda, chlorine, and insecti-
cides in Nicaragua, and General
Mills, Inc., plans a flour mill there.
California Standard recently started

BUSINESS ABROAD 47
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“'H99"’
high-quality
truck caster

Can you name a single industry
that doesn’t use casters? Bassick
casters serve a variety of purposes
almost as diverse as industry it-
self. People take casters for
granted —and Bassick casters
most of all—because they last and
last and last.

BASSICK CASTERS

If the home or office chair you're
sitting in right now is equipped
with casters, chances are they're
by Bassick. It's the biggest name
in casters. There are sizes and
styles for all types of furniture
and portable equipment.

Diamond Arrow
‘69" caster

THE BASSICK COMPANY, BRIDGEPORT, CONN.
In Canada: Belleville, Ont.

s o~

HiTj| Bassick (B2

mceiience] A DIVISION OF

“STEWART- WARNER,_CORPORATION
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up a refinery in Guatemala, where
General Tire & Rubber Co. already
has a tire plant in operation, with
local investors. Evans Products Co.
plans a pilot plant for plywood in
Honduras.

In marketing, Sears, Roebuck &
Co. plans to use its Costa Rican
store as the base for expansion into
all the Central American capitals.
American Broadcasting Co., in part-
nership with local stations, has set
up a regional TV network using
taped programs, and it plans live
telecasts to the entire region within
three years. The volume of regional
advertising jumped 75% in the past
year.

On the edges. Panama, not a Com-
mon Market nation, is also getting
some new industry. Dow Chemical
Co. plans a chemical plant. Con-
tinental Oil Co., National Bulk Car-
riers, Inc., and British Ultramar put
a $30-million refinery on stream last
year.

Nor is the interest in Central
American investment confined to
U.S. and European groups. Mexi-
can businessmen have put up a
brewery in Honduras and a plant
in Guatemala to make steel office
equipment; Mexico’s Atoyac textile
company plans a textile mill in
Guatemala.

Mexicans expect that, once the
last bottleneck in the Pan American
Highway has been opened, they can
beat U.S. competition in exporting
many consumer products to Central
America.

The Pan Am Highway is the main
traffic artery, but loans from the
U.S. and the World Bank have fi-
nanced 20,000 mi. of paved roads
and another 10,000 mi. of passable
but unpaved roads. Local truckers
expect to haul 300,000 tons this year,
compared with 98,000 in 1956.

Il. Troubled agriculture

Despite the influx of industry,
Central America is still basically an
agricultural region, depending ex-
cessively on a few products.

Coffee accounts for more than half
the exXport earnings of El Salvador,
Guatemala, and Costa Rica. The
economy of Honduras is dominated
by bananas and coffee, that of
Nicaragua by cotton and coffee. A
drop in coffee prices has cost Central
America an estimated $590-million in
export revenue potential in the past
five years. but the loss has been
partly offset by expansion of other
farm exports.

All the countries are boosting
cattle-raising and experts of meat to
the U.S. In Panama, cattle is now a
$100-million-a-year business, second

staying v EVERGLADES
makes good sense, and
lots of extra dollars!

The New Everglades’ perfect, near-every-
thing location puts you where all the
business is being done — quickly! Its
4 fine restaurants and superb resort facil-
ities (including South Florida’s on/y roof-
top heated Swimming Pool and Sun
Deck) keep you at your up-and-at-"em
productive peak. The low, year-round
rates mean you get more comfort, con-
venience and luxury — for Jess. It all
adds up to a successful, money-saving,
money-making Miami trip every time!

-——-—-""---'

]
Write ior’ \l‘ T.JAMES Ey\,[wg
\ SPECIAL BUSINESSMAN § CREDIT CAR ‘ Managing Director

! itlhi ou to
entitling ¥ s
commercial rates and credit S [

Biscayne Blvd. at 3rd Street, Miami, Florida o ru‘s-sm

Packaging Problem?

Like to sell more dairy prod-
ucts? And keep them fresher
between cow and customer?
Try merchandising your cot-
tage cheese (or yoghurt or ice
cream or fancy desserts) in
attractive aluminum smooth-
wall packages from Ekco Con-
tainers, Inc. Re-usable. They
come in colors too.

Samples and catalog on request. Just
clip this ad to your letterhead.

@ EKCO CONTAINERS, INC.
® GENERAL OFFICES: WHEELING, ILLINOIS
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SCOUR POWER

. . . that’s what this Campbell Chain adaptation has when it’s employed
to make used drums clean as a whistle. This is one more development in
Campbell’s constant search for new applications of chain and solutions
of existing problems—a search that has produced a complete family of
chain and chain assemblies, and other wire-formed products. And the
Campbell nation-wide network of factories and warehouses assures
faster service and delivery. A pioneer in the chain field, we are prepared
to help you. Let us know if you want more information.
CAMPBELL CHAIN COMPANY, York, Pa.

3 FACTORIES: York, Pa. — West Burlington, lowa — Union City, Calif. — WAREHOUSES: Medford, Mass.
Atlanta, Ga. — Dallas, Texas — Chicago, Ill. — Portland, Ore. — Seattle, Wash. — Los Angeles, Calif.

THE ONLY CHAIN COMPANY WITH FACTORIES & WAREHOUSES COAST-TO-COAST

CAMPBELL CHAIN
COMPANY




learners’ permits?

These are the store-bought kind of ac-
counting forms so many new businesses
open with. They’re a good compromise
for the time when getting your business
off and running matters more than
streamlining your accounting system.
But . . . when your business has de-
veloped and progressed, an accounting
system evelved out of early-day com-
promises may now steal time, cost
errors, waste money—all without your
knowing. It’s our business to uncover
accounting system weaknesses if you
have them, and tell you what to do about
them. This service costs you nothing.

When we’re through, your system
will be tailored exactly to your way of
doing business, efficient in very phase:
media preparation, writing and dis-
tribution, reporting. We even carry
out your business image in the design
of your invoices, checks, statements.

Mechanical or manual accounting
system problems and solutions are an
everyday working matter with us. We
have probably solved many times any
problems you might have. Be sure
you’re up to date. Put a Todd team to
work for you. Call your nearest Todd
Division office or write:

»
g Burroughs Corporation / TODD DIVISION
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Rochester 3, New York

only in economic importance to the
Panama Canal.

Central American countries have

also started shipping melons and
other fresh fruits to U. S. markets by
air.
United Fruit Co. The single most
important economic influence in the
region as a whole is the United Fruit
Co. In Costa Rica and Honduras,
this company’s exports alone provide
30% to 40% of total foreign ex-
change earnings.

Since the seizure of its Cuban
holdings by the Castro regime,
United Fruit has been trying to fore-
stall future expropriations by break-
ing up its banana lands and giving
its schools and hospitals to the gov-
ernments. But it is running into re-
sistance on both counts.

The company is criticized by labor
unions when it sells banana land to
small independent producers under
five-year contracts to buy the bana-
nas; the unions fear the little men
will pay lower wages. And Central
American governments balk at ac-
cepting community buildings as a
gift; they don’t want to take on the
cost of maintaining them.

United Fruit is also faced by an
outbreak of the Panama disease on
its plantations and by increasing
competition from Ecuador.

11. Political lull

All economic plans, of course,
could still be upset by any outbreak
of political turmoil in Central Amer-
ica, where revolutions and palace in-
fighting are little short of a tradition.
Actually, the region is unusually
tranquil at the moment.

Pres. Villeda Morales is rounding
out a five-year term in Honduras;
Pres. Ydigoras, a six-year term in
Guatemala. Pres. Orlich took office
in democratic Costa Rica after a free
election last year; his two predeces-
sors served their full terms in office.

Storm warnings. Political trouble
could be brewing, though.

The Somoza brothers, Luis (pic-
ture, page 52) and Anastasio, will
still wield the real power in Nica-
ragua despite election of Rene Schick
as puppet president to succeed Luis
in a virtual one-party election last
month. The Somoza family has run
Nicaragua as a private hacienda for
more than 30 years. Washington
hopes the Somozas will gradually
liberalize their regime, but anti-
Somoza critics are pessimistic.

From Mexico, Guatemala’s leftist
ex-Pres. Juan Arevalo announced he
will return to run for president this
year, in. defiance of Ydigoras® threat
to arrest him. Arevalo claims to be
anti-Communist, but his government
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Single Place Gyrocopter by Bensen Aircraft Corp.

How do you measure the distance from farm to
plant? In miles? Or in human trainability? On the
latter count, the sturdy farmer stock of Virginia's
Shenandoah Valley has made a superb record.
Industries from textiles to electronics, from fur-
niture to drugs, report Shenandoah men and
women learn new jobs faster, show greater sta-
bility and productivity than people in older, more
congested industrial areas.

From industry's viewpoint,

the distance from farm

to plant is shorter-in

Virginia'e

Shenandoah Valley.

Ask VEPCO for industrial site data and eco-
nomic studies covering the Shenandoah Valley's
warmly hospitable, highly livable communities.
Write, wire or phone in confidence.

VIRGINIA ELECTRIC and POWER COMPANY QERQ>
J. Randolph Perrow, Manager—Area Development

Electric Building, Richmond 9, Virginia ¢ Milton 9-1411
Serving the Top-of-the-South with 2,540,000 kilowatts—due to
reach 3,500,000 kilowatts by 1965.
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how many ways you can save with

the “photographic memory” of

MICROFILMING

Think small. Think “total recall.” And first thing you know
youre thinking big—about the savings you can make in time
and money with Bell & Howell microfilm products. Your sav-
ings begin the moment the photographic memory of microfilm
goes to work for you. It assures accuracy, steps up efficiency,
and speeds operations in everyday business systems because it
“remembers”—with absolute fidelity—every letter, shape, or fig-
ure recorded on the film. It keeps ready, right at your finger-
tips, all the information you need to run your business. Think
you'd like to learn more about how Bell & Howell microfilming
can go to work, and really work, for you?

Kk} Free Booklet on microfilm
N uses for business systems.
| Write to Dept. BW-331,
7100 McCormick Road,
Chicago 45, lllinois.

Bell e Howell
Micro-Data Division

A MEMBER OF THE DYNAMIC BELL & HOWELL BUSINESS EQUIPMENT GROUP
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Pres. Luis Somoza of Nicaragua will
yield the office but not the real power.

paved the way for the Red-infiltrated
regime of Jacobo Arbenz, who in
turn was overthrown by a coup en-
gineered by the U. S. Central Intelli-
gence Agency in 1954.

What then? If Arevalo should re-
turn and be elected—and if the army
let him take office—the U.S. would
be faced with the problem of what
attitude to take toward his govern-
ment.

The U.S. has a long history of
intervention in Central America, in-
cluding its part in Panama’s break-
a-way from Colombia at the turn of
the century and the Marines’ fruit-
less pursuit of guerrilla leader Au-
gusto Sandino in Nicaragua in
1927-31. Central Americans still are
sensitive about anything that looks
like pressure from the U.S.

Touchy Panama. Most sensitive of
all are the Panamanians, whose
economy is heavily dependent on the
business and jobs generated by the
Panama Canal and on the hundreds
of tax-haven and free-zone opera-

tions set up in their country by the
U.S. and other foreign com-
panies.

Panama feels handicapped, too, by
the wage inflation caused by the
Canal opérations, making it difficult
for Panama to join the Central
American Common Market.

Panama is now agitating for a
bigger share of the Canal’s $60-mil-
lion annual tolls; treaties of 1903 and
1955 give a flat $1.9-million. It also
wants clearer sovereignty over the
Canal Zone and closer equality in
wages between Panamanian and
U.S. employees of the Canal. Until
these issues are settled, anti-Ameri-
can feeling will continue to build
up in Panama. End

BUSINESS WEEK March 16, 1963




LOWER

WARRANTY

COSTS

When you specify a Garlock component, you can be
sure it will be engineered to outlive its own war-
ranty. Why ? Because we do the complete job right
in our own plants . . . from processing basic mate-
rials to final molding, machining, or fabricating of
several materials. In this way quality is controlled
every step of the way. And, as a bonus, multiple
purchasing and shipping costs are avoided . . . the
savings passed on to you.

GARLOCK

A FEW OF MANY GARLOCK ENGINEERED PRODUCTS

Precision engineered BOOT
SEALS for ball joint sealing on
suspension systems requiring
long warranty protection

KLOZURE® OIL SEALS
for fuel pumps,
crankshafts, pinions

MARBLOCK* hydmuluf.
cylinder and shock
absorber components

THANKS TO
GARLOCK
ENGINEERED
COMPONENTS

If you use components of plastic, metal, fabriec,
rubber or leather (or any combination of these) ...
why not let Garlock estimate how much you can
save . . . 1 addition to reducing warranty costs,
with Garlock Engineered Components. Call your
Garlock representative at the nearest Garlock office.
Or, write for booklet “ArLL THIS IS GARLOCK.”
Garlock Inc., Palmyra, New York. In Canada:
Garlock of Canada Ltd., Toronto, Ont. *Garlock Trademark

TFE PISTON RINGS for power
steering units, automatic
transmission

Acetal or nylon EXTRUDED
TUBING for control cables



Venezuela’s Community Action
Institute trains farm leaders.

Basic skills, such as tailoring, are taught
at intensive seven-week course.

Back home at San Francisco de Yare,
graduates organize a housing project.

water supply.

Latin American Reds

Corporations with south-of-the-border interests are
helping local businessmen organize to
counter Communism in the Good Neighbor republics

U.S. companies are mobilizing to
combat Communist and Castro-in-
spired subversion in Latin America.

To spearhead the battle, they
are enlisting the help of Latin
businessmen in “civic action” pro-
grams aimed at promoting the image
of a democratic society as against
the competing Communist model.
The programs range from simple
anti-Communist propaganda to train-
ing of democratic labor leaders and
community development on a na-
tional scale.

In Venezuela, U.S. oil and mining
companies are putting $1-million
into a countrywide organization
that’s trying to build self-government
in_farm villages by training local
leaders (pictures). And Sears, Roe-
buck & Co., Pepsi-Cola Co., Price,
Waterhouse & Co., and others are
supporting a private peace corps
called Accion, set up and staffed by
young U.S. university graduates.

In Mexico, J. Walter Thompson,
McCann-Erickson, and other adver-
tising agencies organized the pub-
licity for a business-sponsored cam-
paign that renovated 10,000 public
schools with contributions from Sher-
win-Williams Co., Eastman Kodak
Co., Coca-Cola Co., and others.

In Chile, Braden Copper Corp. is
contributing to the Rural Education
Institute, which has trained more
than 6,000 peasants to set up com-
munity development programs.

In %uenos Aires, the Alliance for
Liberty & Progress helped organize
Argentine students who recently
played a part in ousting the leftist
rector of Buenos Aires University.

Radical shift. Similar business
groups all over Latin America are
getting financial and organizational
help from U.S. firms. Not all of the
aid is new. For years, Creole Petro-
leum Corp. in Venezuela and United
Fruit Co. in Central America have
been deeply involved in housing,
education, and agricultural and tech-

Villagers pitch in to lay pipe for a local ‘ nical training. The Rocketellers have
been

supporting rural education,

agricultural research, and similar
programs for more than a decade
through the American International
Assn. and the IBEC Research Insti-
tute.

But up to a year or two ago, most
of this activity was related to com-
pany business, or in the field of tra-
ditional philanthropy. Now, U.S.
companies are putting money and
organizational talent to work toward
a frankly political objective: present-
ing democracy and free enterprise
as more attractive than the Com-
munist system.

This is a different thing from par-
tisan politics, of course; U.S. com-
panies aren’t taking sides in any
local political contests. And it’s a far
cry from the era when big companies
simply changed governments to suit
their tastes in Latin America.

Still, it’s a radical shift from the
cautious political neutrality of U.S.
business in Latin America in recent
years. Some of the programs spon-
sored by U.S. companies and their
Latin counterparts are getting co-
operation from governments and
even from free labor unions.

Panic. The man immediately re-
sponsible for all this; of course, is
Fidel Castro. When the 1961 Bay of
Pigs fasco shocked both U.S. and
Latin businessmen into the realiza-
tion that the system of free enter-
prise itself was in danger in Latin
America, many of them panicked.
Their reaction was to set up organi-
zations such as the Center for Social
Action Studies (CEAS) in Colom-
bia—a faintly cloak-and-daggerish
group of local businessmen that
started pouring out anti-Communist
propaganda.

Some of these efforts backfired.
CEAS, for instance, stirred up a
storm of criticism and became
known as the “Black Hand.” Since
then, however, with some financial
support and advice from U.S. com-
panies, CEAS has organized a series
of more successful programs—such
as the Colombian Citizens” Union—

|
|
;
|
|
1
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OR 50.000 MILES...

A truck is a tool. It's bought to make money. The tougher it is, the longer it
will last. The more money it will make. That's simple. O Dodge builds tough
trucks. That's straight. They're built that way and backed that way. Backed by a
revolutionary five-year or 50,000-mile power train warranty*. O That's a lot of
miles. A lot of years. A lot of truck. O1 The two trucks in the illustration are the
same model. Only one difference. The Dodge on top is new. The one on the bottom
is as we imagine it will look some months from now. O It has numerous license
Ny csgssia oy i oglhosions o prosbgpisrie ool ey Bpalti M

years or 50,000 miles, whichever comes first, on the engine block, head and internal parts; transmission case
and internal parts (excluding manual clutch); torque converter, drive shaft, universal joints, rear axle and differ-

plates. A few minor dents. A little dirt. Forty-eight thousand miles on the clock.
And the power train is still as thoroughly protected as the day it went into
service. O This new five-year or fifty-thousand-mile power train warranty
applies to every truck we build. They are warranted that way by Chrysler Motors
Corporation to all authorized Dodge Truck Dealers. O This is the longest war-
ranty on any American truck. O Talk to competitive dealers. You won't find a
warranty that even comes close to the one offered by the men who sell Dodge.
ential, and rear wheel bearings, provided the vehicle has been serviced at reasonable intervals according to
the Chrysler Motors Corporation Certified Truck Care Schedules. Trucks are subject to additional limitations of

1500 hours operation if mileage does not accurately reflect the extent of actual use and operation of parts covered
by the warranty. Coverage will not apply to trucks subjected to prolonged power-take-off or off-highway use.

DODGE BUILDS TOUGH TRUCKS

DODGE DIVISION §
A

MOTORS CORPORATION

= CHRYSLER




ONE WAY
YOU CAN
PREVENT
BUSINESS

ESPIONAGE

JARAIN

growth market for sellers,
important source for buyers.

commercial bank staffed
B with men who can make
your trade transactions

go smoothly.

NKB — Japan's Commercial Bank

NIPPON KANGYO BANK

Over 120 Branches throughout Japan
Head Office: Hibiya, Tokyo
New York Office: 149 Broadway
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a nonpartisan women’s league and
the strongest of its kind in Latin
America.

U.S. aid. Most of these groups are
getting help from U. S. companies—
either financial or in the form of ad-
vice. U.S. companies generally pre-
fer to remain in the background, but
many are urging their Latin man-
agers to help form civic action
groups. TR
—In Mexico, for example, the Assn.
for National Understanding is
headed by the president of Cum-
mins of Mexico, and its rural sec-
tion by the local head of Ralston
Purina Co.

Some U.S. backing comes from
organizations such as the Business
Council for International Under-
standing (BCIU), which last year
sent U.S. executives to Santo Do-
mingo to advise on operation of the
factories and farms taken over by
the Dominican government from for-
mer dictator Trujillo.

Seminar in Venezuela. Last month,
the Creole Foundation, together
with the Eugenio Mendoza Founda-
tion and the Venezuelan Executives
Assn., organized a seminar in Vene-
zuela to push the idea of using
corporate funds and organizational
talent for civic action programs.
Representatives from Kidder, Pea-
body & Co., Chemical Bank New
York Trust Co., and institutions such
as Ford Foundation attended.

Among other things, the seminar
heard an account by Catholic educa-
tors of an organization that is getting
local business financing to provide
board and lodging for non-Commu-
nist students at Caracas’ leftist-
dominated Pedagogical Institute.
Graduates of the institute have used
their positions as teachers to convert
some Caracas high schools into vir-
tual armed subversive camps, but
the hope is that the non-Communist
students will provide a counter-
influence.

Grass roots government. If U.S.
company money is going into such
sensitive political schemes in Latin
America, it’s not publicly known. In
any case, U. S. business financing of
civic action programs releases more
local company funds for use by
Latin American businessmen who
have no inhibitions about political
activity.

The biggest single chunk of U.S.
corporate money going into civic
action in Latin America is the $1-
million put up last year by the Vene-
zuelan subsidiaries of Standard Oil
Co. (N.].), Gulf Oil Corp., U.S. Steel
Corp., and Bethlehem Steel Corp.,
together with Cia. Shell de Vene-
zuela, to finance the Venezuelan In-
stitute of Community Action. IVAC’s

aim is to build self-government at
the grasS roots. where it never ex-

isted before.
VAC’s strategy is to bring “nat-

ural leaders™ from rural sections into
seven-week training courses in state
capitals, where they are taught such
things as farming methods, animal
care, carpentry, sewing, and sanita-
tion.

They are also taught how to
lcgggud:_a_maﬂ_m_g Then they are

sent home to organize community
activities—anything from building
latrines to starting a consumer co-op.
It is hoped that eventually the vil-
lagers will learn that they can solve
their own problems and exert poli-
tical pressure from the bottom up to
get what they need from state and
national governments.

Labor program. Another big pro-
gram in Latin America, designed to
meet Communism head-on in an
even more critical area, is getting
help from both U.S. business and
U.S. labor. This is the American
Institute for Free Labor Develop-
ment, which is bringing democratic
trade unionists from Latin America
to the U.S. for training as labor
leaders. The institute has also aided
in organizing training centers in six
Latin countries and is planning two
more.

The object is to strengthen free
labor in Latin America, in competi-
tion with Communist trade unions,
by upgrading the professional com-
petence of democratic labor leaders.
J. Peter Grace, president of W.R.
Grace & Co., is the institute’s board
chairman, and George Meany, head
of AFL-CIO, is its president.

Actually, there are some misgiv-
ings on both sides of this business-
labor equation. Many Latin labor
leaders are reluctant to have any-
thing to do with an organization
that’s helped by companies they
have long been denouncing as “im-
perialists.” And many U. S. business-
men with operations in Latin
America are unenthusiastic about
strengthening the labor unions they
have to bargain with.

Still, the effort is showing concrete
results. Graduates of Colombia’s
training center, for example, ha
broken the grip of Marxists onone
of the country’s labor federations.

Risks. There are risks in all these
programs, of course. IVAC, for ex-
ample, could backfire if politicians
tried to take it over. Other kinds of
political activity by businessmen in
Latin America could set dangerous
precedents, too—such as the pro-
longed advertising boycott by Vene-
zuelan and U. S. companies of Cara-
cas’ leftist El Nacional, Venezuela’s
biggest newspaper. End
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Request portfolio of informa-
tion on Dunham-Bush, pro-
ducer of the industry’s most
complete line of air condition.
ing, refrigeration, heating and
specialized heat transfer
products.

Alike? Yes. Through engineering . . . creative engineering. And if you’'ve

ever tooled a beautifully responsive two-seater through tight in-city traffic,
along the open road, or on-track, then the comparison will surely make sense:
same ingredients in different hands, triumph or trouble.

In the same, sure way that designers and makers of better sports cars

endow their products with the something-extra that makes them better,
Dunham-Bush designs and assembles heating products. The unit heater shown here
is a good example. Comprising the same fine components used by

competitive manufacturers, the Dunham-Bush unit heater offers the reliable
promise of out-ahead performance. The difference? FUNCTIONAL

PERFECTION THROUGH CREATIVE ENGINEERING.

FUNCTIONAL PERFECTION THROUGH CREATIVE ENGINEERING,
the extra dimension of human capability and mechanical composition that
produces heating equipment for any precisely climatic condition.

DUNHAM+BUSH, INC.
WEST HARTFORD 10, CONN. + WESTON, ONTARIO, CANADA

SALES OFFICES LOCATED IN PRINCIPAL CITIES THROUGHOUT THE WORLD




ECONOMIC OUTLOOK OVERSEAS

France: Planned expansion outspeeds itself

Over the past few years, France’s
economy has been regarded by many
European and U. S. officials as proof
that intelligent economic planning
can guarantee impressive economic
expansion. Today, the French econ-
omy seems to be proving that too
rapid expansion leads straight to in-
flation—confirming the fears voiced
a year ago by some French offi-
cials and businessmen [BIW Jan.13
’62,p52].

The French postwar method of
economic planning isn’t very radical.
What it amounts to is a series of
meetings between government and
industry, who attempt to set realistic
economic goals. Government has
much to say, through nationalized
industry and via credit control, but
private industry isn’t bound by the
planned goals.

What’s more important, French
planning includes no control over
wages and prices. As a result,
steadily rising prices and wages
(chart, left) have more than wiped
out the advantages given to the
franc by the 1958 devaluation. This
wage-price spiral is still unchecked:
The news from France this week is
dominated by reports of mounting
labor strife (page 123).

Gaullist policy. It is not merely
France’s loose type of economic
planning that is under fire, but also
Gaullist economic policy. Pres. de
Gaulle’s Fifth Republic was set up

Can France contain
inflation . . .

/

Hourly wages
1956=100
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in 1958 along with a major plan for
economic reform. And de Gaulle
needs an expanding home economy,
free from inflation, to seek his politi-
cal and military goals in Europe.
This may explain why the General
—against the advice of his Minister
of Labor—decided to draft striking
miners. French prices and wages are
running ahead of other European
countries, and this is beginning to
hurt French exports.

To be sure, France’s economy still
presents a lusty picture. After the
1958-59 pause in expansion, during
which the economic reform plan took
hold, gross national product has
been growing at an annual average
of 5%. Last vear, industrial produc-
tion (chart, right) still registered a
hefty 6.7% increase, though it was
less booming than in previous years.

It is this heady expansion—now
sopping up imports in excess of ex-
ports—that has brought on inflation.
Until this year industrialists, both
nationalized and private, have
quickly met almost every pay de-
mand to keep production humming.
Now their attitude is changing.

Steel cutback. Officials in the key
sector of steel may be tipping off
what is in the cards. Last year
French steel production was off
some 2%, unlike the general trend.
The industry was under competitive
pressure even in its home market,
especially from British steel pro-
ducers. Finally, the industry decided
it would have to cut 8% off its
planned production goals.

It’s not clear yet whether this cut-
back will spread to other basic in-
dustries. Investment plans of steel
have always been more ambitious
than in other sectors.

French exports are undeniably los-
ing their competitive qualities. Ef-
forts to keep prices stable have not
been able to prevent the dulling of
France’s price edge at a time when
rising costs at home have squeezed
profit margins.

Role of exports. Much of France’s
recent economic expansion has come
through exports, and the nation’s
economists are now keeping a close
eye on the sagging trade figures. In
December, for the first time in two
years, the trade balance was in the
red as a result of a downtrend
that started in July. For the full year,
imports rose 12.5%, while exports
went up only 10.2%.

The trade deficit hasn’t kept

France from piling up a payments
surplus, running at an annual $1.5-
billion. But this surplus stems from
foreign funds being invested in
France, which also add to inflation-
ary pressures,

French officials aren’t standing by
idly, of course. Their first move,
early this month, was a rather timid
step toward limiting short-term
credit; for some time, credit has been
expanding far more rapidly than the
pace of business. The government
is also trying to drive down retail
food prices by importing food on a
large scale, a step that France hasn’t
needed for years. Finally, there is
the tightening of the government
wage policy, which is causing the
new social explosion.

Tougher labor. The labor unions
no longer seem willing to give the
government room for maneuver. In
the nationalized industries, the
unions are out to catch up with the
scales paid in private industry—
nearly all unions in the present
squabbles are in the nationalized
sector.

Many economists feel that France’s
economic troubles tend to prove that
the planning method, though sen-
sible and worthwhile, has been over-
rated by both French and foreign
observers. They argue that it is im-
possible to plan economic output
without having any control over
wages and prices.

. . . without braking
expansion?

Industrial production
1958 = 100

Nov.

V4

BUSINESS WEEK March 16, 1963




SPECIAL REPORT

Latin America

South of the border, the climate is
charged with revolution—as in
Brazil (picture), other trouble spots

The region is moving away from U. S,
toward socialism and neutralism

Business investment is drying up
as the risks continue to mount

The potential is still there—but
can it be realized amid the turmoil?

Latin America today is heading for
its worst troubles ever.

Grassroots revolution—social, eco-
nomic, and political—is replacing
the old treadmill of palace revolts
and economic stagnation. And time
is running out: If Latin America
doesn’t come to grips with its mani-
fold problems within a few years, it
may turn to radical solutions—a
course that could threaten the U.S.
directly.

In any case, the U.S. is no longer
the dominant force it used to be
south of the border, though it is still
an important influence. Its role is
changing fast.

The Cuban example shows what
can happen—a  Communist-run
country only 90 miles offshore. This
is not a pretty scene to be repeated
elsewhere in Latin America. But like
gusts of dry wind before the storm,
revolutionary currents are eddying
across the region.

Violence. Latin American people
no longer believe hollow promises of
political, social, and economic im-
provement. They are demanding ac-
complishments.

All too frequently, violence is their
weapon. Bloody revolts rock Vene-

158 SPECIAL REPORT

zuela, the military use tanks to
stage coups in Buenos Aires and
Lima, women riot in Rio de Janeiro
over food shortages, and guerrillas
maneuver in the hills of Guatemala.
Referring to the Latin American fer-
ment, Pres. Kennedy has said that
“history has removed for govern-
ments the margin of safety between
the peaceful revolution and the vio-
lent revolution.”

One top U.S. diplomat compares
the ferment in Latin America today
with the situation in Czarist Russia
in the period just before the Bol-
shevik revolution.

Through the projected $20-billion
in aid from the Alliance for Progress,
the U.S. is trying to channel the
Latin revolution to peaceful pur-
poses. But after more than a year’s
efforts, the results appear minimal,
m terms of stark problems: explod-
ing population, lagging economic
growth, unstable political institu-
tions, impoverished masses.

“By the year 2000,” warns an offi-
cial of the United Nations Economic
Commission for Latin America
(ECLA), “there will be 500-million
people in the region. These coun-
tries are going to develop—by cap-
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furnished. U. S. Royalon is ideally suited to all solvent,
pneumatic, hydraulic, paint spray, lubrication, fuel, high-
pressure gas and many more applications.

It will pay you to investigate all the unique advantages of
U. S. Royalon hose—low, medium or high pressure. Get the
complete story from your U.S. Rubber Distributor or con-
tact US.

% For information on any of U.S. Rubber’s 33,000 products . . .
Tires « Chemicals « Industrial Rubber Goods « Plastics « Textiles «
Footwear . . . write Product Information Center or call Clrcle 7-5060.

WORLD'S LARGEST MANUFACTURER OF INDUSTRIAL RUBBER PRODUCTS

!!!15 United States Rubber

INDUSTRIAL PRODUCTS

Rockefeller Center, New York 20, New York

SPECIAL REUSABLE FITTINGS FOR U.S. ROYALON HOSE. A
two-piece “screw-type” fitting is available for high- and
medium-pressure Royalon hose. The fitting comes in a
complete size range in the popular thread types (pipe
thread, J.I.C. & S.A.E) in both rigid male and swivel
female. For low pressure, a 3-piece compression-type fit-
ting in rigid male and swivel female pipe thread, and a
permanent barbed fitting are available. All fittings can
be field attached, quickly and easily.

ALL U.S. ROYALON HOSE IS CONSTRUCTED of tough
seamless extruded Royalon tube. Medium- and high-
pressure hose are completely reinforced. The reinforce-
ment consists of two braids of high-tensile polyester
fiber for high-pressure hose, and one braid for medium
pressure. The black protective cover is a smooth, ther-
moplastic material that exhibits unusual toughness, and
resists abrasion and chemical attack.

MORE THAN ONE JOB IS SIMPLIFIED by the use of U.S.
Royalon. This durable, lightweight, chemically resistant,
flexible hose is particularly suited to conveying hot
paint, solvents, fuels, oils, CO,, oxygen and other gases,
under high, medium and low pressure, in addition to its
superiority in the hydraulic and pneumatic fields.
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Ready, set...

How Lockheed helps U. S. Navy keep Polaris
missiles in constant, combat-ready condition.

Polaris-bearing submarines roam the seas with a hot
cargo—their guidance systems programmed to assigned
targets—alert for immediate launching. But the mis-
sions of these submarines require constant and complete
monitoring of their combat-ready Polaris missiles to
maintain that state of instant readiness.

Special automatic Missile Test and Readine Equip-
ment (MTRE) provides this launching readiness. Con-
ceived by the Special Projects Branch of the U. S. Navy,
it incorporates sensing and instrumentation equipment
developed by the creative design engineers of Lockheed
Electronics Company.

Lockheed Electronics’ engineers used their long experi-
ence with Navy problems to assure practical pvackaging

of this concept in a design best-suited for the rugged
requirements of submarine environment.

Lockheed’s experienced engineering follow-through
teams are aiding in installation and che “kout, training
Navy operators and maintenance specialists, and stay-
ing with the equipment until maximum performance
and crew efficiency is achieved.

Lockheed Electronics offers these creative, practical and
follow-through capabilities to defense and civilian in-
dustries alike. LEC is the electronics gateway to several
thousand scientists, engineers and technologists who
work for Lockheed.

Engineers and Scientists: For unique advancement op-
portunities with this talented team, please contact our
Professional Placement Office, Plainfield, N.J.

LOCKHEED ELECTRONICS COMPANY

PLAINFIELD, NEW JERSEY

A Division of Lockheed Aircraft Corporation




- —italism- or ~by--some other -system. - -

Latin America will be decisive for
the West.”

New view. Is this merely the old
Latin American story in new dress?
Talk to people throughout the
region, from high officials to peas-
ants, and you know there’s a funda-
mental difference today.

The palace revolt is not out of
style, any more than it was 10 or 20
years ago. But pressure for change
from the bottom up is new, and
growing fast.

This pressure is generating reac-
tion in the form of military takeovers
in Argentina and Peru, rightist move-
ments like that of Gov. Carlos La-
cerda in Brazil. One victim probably
will be the hopes for democracy in
much of Latin America.

Outcries against “yanqui” and
other foreign capital are an old story.
But now, increasingly, Latin govern-
ments respond to local outcries by
squeezing foreign companies with
heavier taxes, tougher regulations,
and the further threat of expro-
priation.

When U.S. influence was domi-
nant in the area, such actions could
be held in check. But now the
“colossus of the north,” as Latin
Americans call it, looks less colossal
—partly because the Soviet Union
and Communist China seem to loom
larger.

Washington now hardly mentions
the Monroe Doctrine, for lack of a
stick big enough to enforce it uni-
laterally. Instead, the U.S. is trying,
with little success, to get collective

ction by American states against
Cuba.
Currents. Latin America’s troubles
¢ are not” all of a piece. Bolivia is
woefully backward; Brazil, back-
ward in places but potentially rich.
Mexico is almost a major exception
to any rule for Latin America, a
country three-quarters of the way
through a social and economic revo-
lution that has developed some po-
litical maturity.

Viewing the whole Latin Ameri-
can scene, though, foreign investors
are given to gloom. A U.S. business-
man in Argentina, one of the more
advanced Latin countries, says: “T've
always been optimistic about the
future of this country, but I'm be-
ginning to get cold feet.”

Over-all, this is the Latin Ameri-
can picture:

= Most observers dont see any
immediate prospect of Castro-style
revolutions. Since the Cuban over-
throw, the only serious attempts
elsewhere have taken place in Vene-
zuela this year—and have been
crushed. Says an Argentine observer:
“The main attraction of Castroism in

BUSINESS WEEK September 22, 1962
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Latin America is that it is a form of
opposition to the U.S.”

s The trend in most countries is
toward socialism and neutralism. In
Chile, there’s a chance that a “popu-
lar front” of leftwing Socialists and
Communists will win the next elec-
tion in 1964. Brazil already is follow-
ing an “independent” policy of closer
ties with the Soviet bloc. Peruvian-
type military coups may temporarily
reverse this trend—but even some
of the military in Latin America take
on a socialistic tinge. “Nasserite”
officers, with growing influence in
Peru and other countries, could take
over and push state-directed social
and economic reform.

= Investors are hedging bets and
sending their money to the U.S. and
Western Europe—away from Latin
America. The flow of new U.S. pri-

© Business Week

vate capital has practically dried up.
A businessman in Caracas estimates
that Venezuelans are sending two-
thirds of their money abroad, and
explains: “Latin Americans have lost
confidence. They used to feel that
whoever occupied the palace, life
would go on much as before. But
since Castro, they are no longer
sure.

Bystander. The hard lesson in all
this—and the one that’s difficult to
swallow—is that the U. S. is virtually
a bystander to a threatening revolu-
tion. Where Washington, by force or
cajoling, used to give direction to
Latin America’s growth, today it is
more on the sidelines—suggesting,
sometimes even imploring, but
rarely directing, as it gives economic
aid to one country after another.

At Punta del Este last January,
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Latin America’s big 10 oil and mining companies

10.

Country

. Creole Petroleum Corp. Venezuela
. Cia. Shell de Venezuela . Venezuela
. Petroleos Mexicanos

[Pemex] ... ........ Mexico
. Petroleo Brasileiro
[Petrobras] ........ Brazil
. Yacimientos Petrolife-
ros Fiscales [YPF]. . . . Argentina

. International Petroleum

Co., Ltd.
Venezuela, Peru, Colombia

. Chile Exploration Co. . Chile

. Mene Grande Oil Co. . . Venezuela
. Braden Copper Co. . . . Chile
Esso Petrolera
Argentina- .-, . ..., . . Argentina

*1960 figure

Est. 1961
gross sales
[U.S.$
millions]

993
697

515

348

273

259%

160
140
103

100

- and big 10 manufacturers

Country
1. Grupo S.I.A.M. di Tella. Argentina
2. Cia. Cigarros Souza
Cruzaie . Wi e Brazil
3. Industrias Reunidas F.
Matarazzo .. ... . . . Brazil
4. Cia. Siderurgica
Nacional .......... Brazil
5. Industrias Kaiser
Argentina .. .woa Argentina
6. Willys Overland do
Brastll = G g ] Brazil
7. Cia. Swift de la Plata . . Argentina
8. Volkswagen do Brasil . . Brazil
9. Fevre y Basset-Chrysler
Argentina ..... ... . . Argentina
10. Altos Hornos de
Mexico . ...... « ++ .. Mexico
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Est. 1961

gross sales

[U.S.$
millions]

128

116

100

97

95

83
76
72

68

64

Products
Qil
Qil

oil

0il

Oil

oil
Copper
oil
Copper

0il

Products

Autos, elec.
equipment

Cigarettes

Chemicals,
foods

Steel

Autos

Autos
Meats
Autos

Autos

Steel

Majority
ownership

U.S.
British-Dutch

Mexican
government

Brazilian
government

Argentine

government

u.s.

uU.S.
U:'s:
u..s.

u.s.

Majority
ownership

Argentine

British

Brazilian

Brazilian
government
Argentine
Brazilian

Urs.
German

Argentine

Mexican
government

major Latin countries lined up
against U.S. efforts to exclude Cas-
tro’s Cuba from the fairly ineffectual
but venerable Organization of Amer-
ican States. The U.S. was able to
muster a majority only by purchas-
ing the vote of tiny, dictator-run
Haiti with promises of continued
aid.

Business in a vise

¢

Until a few short years ago, Latin
America was the new mecca for U. S.
investment. Oil companies laid out
more than a billion dollars for con-
cessions in Venezuela, and flocked
into Argentina. Kaiser and Willys-
Overland put up automobile manu- *
facturing plants in Argentina and
Brazil. The auto industry buildup
became the biggest factor in Brazil's
recent industrial growth, creating an
entire new class of highly skilled and
highly paid workers.

Sears, Roebuck & Co. spread a
chain of retail stores across Latin
America. Deltec, S.A., dealing in
securities, sent hundreds of stock
salesmen into Brazil’s interior to sell
Willys stock shares door-to-door.
U.S. investors put big money into
copper in Peru, sulphur in Mexico,
iron in Venezuela, and hundreds of
manufacturing plants in etVery COr=g
ner of the continent.

Dried up. Now all this has
changed. Direct U. S. private invest-
ment in Latin America tumbled from
a peak of $1.2-billion (including oil)
jn 1957 to $140-million last year.
Most of that was in the first half of
1961; the flow practically stopped in
the second half—a&%aihf%ﬂ’%ﬂle
Cuban _invasion signaled the decline
ofmmrse
of events in

Now oil companie >zuela

are taking capital out of the country,
not bringing it in. Kennecott Copper

Corp. and Anaconda Co. shied away
from a contemplated $400-million in-
vestment in Chilean copper, after
the government backed off from
submitting to the Chilean Congress,
as politically unfeasible, a bill to
limit taxes on copper companies for
20 years to the present high rates.
Most new manufacturing invest-
ment is by companies that are
“locked in” by present investments,
N ———
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$24,245,500 of
INDUSTRY GROWTH
AIN'T HAY!

In the first half of 1962, the Metro-
politan Oakland Area— Alameda
County, California—gained $24,-
245,500 in industrial growth. This
included 36 new industries locating
here and 80 expansions of existing
ones.

Almost any county or city can
persuade an industry to locate
within its borders, but when exist-
ing industries expand—that’s proof
the community really has some-
thing.

And MOA Does
Have Something!

Good indication of the worth of
the Metropolitan Oakland Area—
Alameda County, California—is
the fact that General Motors is
building an assembly plant on 416
acres for its Buick-Oldsmobile-
Pontiac division. This big plant will
be in production in time for the
1964 models.

For some of the outstanding
facts which led General Motors to
make this tremendous expansion of
their facilities it has maintained
here for many years, have your
secretary pin this advertisement to
your letterhead, add your name
and mail to us. We’ll send you the
handsome brochure illustrated be-
low, without obligation, and in
strictest confidence. After all, if it’s
good for General Motors, it ought
to be good for you.

Toa o
profitable
place from which
to serve the

rich and thriving
west*

a
METROPOLITAN
OAKLAND AREA

ALAMEDA COUNTY, CALIFORNIA
Suite 415, 1320 Webster St., Oakland 12, calif.

ALAMEDA ALBANY BERKELEY
EMERYVILLE FREMONT HAYWARD
LIVERMORE NEWARK OAKLAND
PIEDMONT PLEASANTON SAN LEANDRO

UNION CITY RURAL ALAMEDA COUNTY
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U.S. private investment in Latin America:

Its value levels off
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or forced by new government regula-
tions—restricting certain imports,
for example—either to build a plant
or get out of the market. This is the
case in Argentina, where U. S. com-
panies are going ahead with auto
manufacturing projects.

The steep decline in private capi-
tal inflow is a blow to the Alliance
for Progress, which counted on pri-
vate investment to supply one-third
of the foreign funds needed by Latin
America in the next 10 years.

Uncertainty. There “are i
reasonec ¢
lugier o taxes in Venezuela, ex-
change controls and expropriation
of U.S. utilities in Brazil, import
curbs in Colombia. Part of the
trouble can be traced to a slowdown
in economic growth because of sag-
ging prices for coffee and other ex-
port commodities. But, basically,
what frightens off U.S. investors is
political instability, and a leftward
swing in politics.

U.S. businessmen are accustomed
to doing business under shifting
political regimes in Latin America.
A veteran in Argentina says: “Our
plans aren’t affected by day-to-day
political crises; we’re here for the
long haul.” Yet he admits he’s begin-
ning to get worried. A colleague ex-
plains why: “U.S. business can
operate in Latin America under al-
most any set of rules—but we have
to know what the rules are going
to be.”

Esso Standard Oil and other U.S.
companies, for example, attracted by
investment incentives in the Domini-
can Republic, are planning new
plants there. But most of them won’t

'56 '57 '58 '59 '60 '61 '62

© Business Week

put any hard cash into that tense
country until they see the outcome
of proposed general elections.

Climate of agitation

U. S. business is operating in Latin
America today in a climate of agita-
tion against foreign capital and,
more and more, against the system
of private enterprise itself.

Often, hostility to foreign capital
comes not only from leftiste haat nlon

~womaoosinenl. In Brazil, a leading in-
dustrialist subsidized a Communist
campaign—including student dem-
onstrations—against American Can
Co. when it proposed a new plant
there. Opposition by Colombia’s
tobacco_monopoly kept machinery
for a plant of British-American To-
bacco Co. standing on the docks in
England for two years, and finally
killed the project.

Case of Brazil. Feeling against
foreign capital and in favor of gov-
ernment intervention in the economy
runs highest in Brazil. State govern-
ments have seized several U.S.-
owned utilities, and the central
government is now negotiating a
takeover of all foreign-owned utili-
ties, valued at more than $1-billion.
The mines ministry has virtually
halted new foreign mining develop-
ment, and takeovers are threatened
in telecommunications and air trans-
port.

Leftists, backed by some indus-
trialists, rammed through Congress
a law drastically limiting profits re-
mittances; this will severely curb
foreign investment. A bill toning
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Four-in-one special for your building

Just one building product, Glass Block, gives your window area all
four of these important built-in benefits: decoration, with insulation,

with controlled daylight,

with lowest possible maintenance costs.
Nothing but PC GlaSS BIOCkS gives you so much

added value for window area construction. Decoration—available in a
variety of patterns and sizes, Color Glass Block, Sculptured Glass
Modules and exciting 4” x 12”"s. Insulation—thermal insulating value of
12-inch concrete blocks to lower heating and air

conditioning costs, eliminate drafts and dirt. Con- PITTSBURGH
trolled daylight—admit glare-free light to brighten

inside work areas. Eliminate costly shades and

blinds. Lower maintenance—no more window wash-

ing, no rotting or rusting sash, no sticking windows.

See how these advantages can work for you. Write

for our catalog: Pittsburgh Corning Corporation, CORNING
Dept. F-92, One Gateway Center, Pittsburgh 22, Pa.




This @ High Strength Steel coats itself to halt corrosion

Have a corrosion problem? Could you use a steel that provides its
own protective coating? m When USS Cor-TEN High-Strength
Low-Alloy Steel is exposed to moisture or corrosive atmosphere, a
tight, protective, russet-colored oxide forms that is impervious to
moisture and inhibits further corrosion. This was verified re-
peatedly in exposure tests that ran for 25 years. Bare sheets of
USS Cor-TEN Steel showed 4 to 6 times the atmospheric cor-
rosion resistance of carbon steel. m The durability of painted
coatings on USS Cor-TEN and carbon steel was studied in

another series of tests that ran for 8 years. The tests

showed that various paints lasted from 509, to 400%

longer on USS Cor-TEN Steel than on carbon steel.
Where painting is difficult and costly, fewer paintings can be a
fruitful source of savings. For some uses, no painting at all is
needed. m USS Cor-TEN Steel (A242) was the first high-strength
low-alloy steel. It is still the best for many applications because it
combines good weldability and workability in all thicknesses and a
50,000 psi minimum yield point in thicknesses up to 114" inclu-
sive. It is also highly resistant to shock and abrasion. m United
States Steel maintains a staff of thoroughly experienced metal-
lurgists to help you choose the right steel for the job. For more
information or help, write United States Steel, 525 William
Penn Place, Pittsburgh 30, Pa. USS, Cor-TEN, MaN-TEN, TRI-
TeN, EX-TEN and “T-1" are registered trademarks.

United States Steel Corporation * Columbia-Geneva Steel Division
Tennessee Coal and Iron Division * American Steel and Wire
Division * National Tube Division * United States Steel Supply
Division * United States Steel Export Company

Strength Spectrum of Min. yield
USS Structural Steels point psi

A-7 Carbon Structural Steel 33,000

A-36 Carbon Structural Steel (9% extra
strength, weldability) 36,000

A-440 USS MAN-TEN Steel (High
strength, toughness) 50,000

A-441 USS TRI-TEN Low Alloy Steel
(High strength, weldability and
toughness) 50,000

A-242 USS COR-TEN Low Alloy Steel
(High strength, corrosion resistance,
weldability)....... 50,000

USS EX-TEN 45, 50, 55, 60 Low Alloy 45,000-
Steel (High strength at low cost)..... 60,000

USS “T-1""and “T-1"" type A Construc-
tional Alloy Steels (Ultra high
strength, resistance to impact
abrasion, atmospheric corrosion
resistance, weldability) 100,000*

*Min. yield strength
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“For good load
safety factors,
long, reliable
life...
we choose ,
BODINE MOTORS"

... Texas Instruments, Inc.

"...We also use your
motors in our 'servo/
riter' recorder because
of their tailored
specifications at low
cost. And we
appreciate Bodine's
excellent technical
application engineering
help."

Mr. A. Kent Boyd

Mgr. Mechanical Design
Apparatus Division
Texas Instruments, Inc.
Houston, Texas

In all such exacting applications,
the very reasons for specifying
Bodine motors reflect qualities re-
sponsible for Bodine “ADE"” (After
Delivery Economies): (1) qualities
that bring in repeat orders from
your customers; (2) qualities that
make your job easier in the first
 place and help cut your costs.

Write for bulletin S-2B describing
over 300 stock types and sizes of
Bodine motors from 1/2000 to
1/6!1‘;).( .

BODINE
lradionol/horsepo"’e'

MOTORS

..the power behind the leading products

Bodine Electric Co., 2520 W. Bradley PI., Chicago 18-
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trolling the

down some provisions is still pend-
ing—but meantime foreign capital
inflow has practically stopped.

Concentrated. There are some rea-
sons, of course, for the widespread
bias against private enterprise—
both national and foreign—in Latin
America. Ownership of domestic
companies is often concentrated in
a wealthy few. In Chile, for example,
11 banking and industrial groups,
with interlocked directorships liber-
ally sprinkled with senators, control
companies representing 71% of do-
mestic corporate investment. Small-
investor stock ownership is limited
in scale.

Owners, receiving high profits—
often 25% to 35% on net investment
in manufacturing—are reluctant to
plow them back in expansion to pro-
vide better products, more jobs.

A growing number of Latin Ameri-
can companies, it’s true, have pro-
gressive management, good labor re-
lations, tens of thousands of share-
holders. But the image of private
enterprise created by the tightly
held, old-style companies prevails.

Complaints. Foreign companies
draw other types of complaints.
Latins charge U.S. oil and mining
companies with “taking away our re-
sources”—ignoring the fact that the
“resources” would never have been
developed if it weren’t for the
foreign companies. Local employees
resent top salaries paid to U. S. man-
agement and technical personnel,
often in dollars. A Brazilian busi-
nessman complains that big U.S.
companies with subsidiaries all over
Latin America “rotate their plant
managers every two or three years,
like diplomats”—with managers
never coming in close touch with the
local community.

Beyond these specific gripes, the
sheer volume of foreign investment
can generate political resentment
when it looms too large in a coun-
try’s economy. Some observers put
the “saturation point” at 25% to
30% of the total. Brazil, where for-
eign investment has accounted for
23% of private capital formation in
recent years, may be near this point.

Local links. U.S. companies are
taking some steps to offset this re-
sentment. One way is to link up with
local partners, either as minority or
majority shareholders. In most coun-
tries, though, that means joining
with the wealthy few already con-
economy; stock ex-
changes don’t exist in some coun-
tries, and in most others the market
is thin.

In Mexico, where the government
encourages mixed ventures, many
U.S. companies now have local
partners. Mexicans are majority

In Venezuela’s oilfields, high taxes and
price curbs squeeze U.S. companies.

shareholders in affiliates of such
companies as Chrysler, Celanese,
Goodrich, and American Metal
Climax. Last year, Union Carbide
Corp. floated locally a public stock
issue for a new company.

Some U.S. companies are also
moving local personnel into top
positions. Creole Petroleum Corp.
now has four Venezuelan directors.
Creole and other oil companies are
providing scholarships to train more
Venezuelan engineers and geologists
—but with only a handful being
graduated annually, it will take years
to replace more than 1,000 foreign
engineers now employed.

Divided. Not all U.S. companies
are enthusiastic about such moves.
Many say Latin American investors
want profits paid out in dividends,
not plowed back into the business.

Attitudes on local autonomy in
decision-making vary widely.” An
official of Willys-Overland do Brasil,
which has a majority of Brazilian
capital, says: “This is a Brazilian
company, run in Brazil, not from To-
ledo—and its management thinks
like Brazilians.” But the manager of
a west coast mining company in-
sists: “This is a subsidiary, and the
management represents the parent
company. I don’t see how we could
tell stockholders we were turning
over control to an autonomous local
management.”

Squeeze on profits

In addition to, and partly because
of, the growing hostility to foreign
capital, U.S. companies in Latin
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Try the
$8 billion
economy
model

‘What’sbeen happening to new plant con-
struction here in the Chemical Process
Industries? Listen to this latest report
from the editors of CHEMICAL WEEK...

“Gold-plated plants are no longer in
style. Designs are tight; trimmings at a
minimum — the CPI is getting inexpen-
sive plants. Engineering firms are
broadening their scope, taking on new
customers and plants they have not built
before. They’re expanding overseas, too.
And one big new step: designed plants
for computer control.”

{

‘What does this economy trend mean to
the overall CPI building picture? Start-
lingly enough, even greater opportuni-
ties for you. Management’s “go-ahead”
on plant and equipment spending, both
here and overseas, is running at well
over $8 billion annually. From head-
quarters office, to construction site, to
plant operations...these CPI leaders
must have the latest equipment and most
modern, low-cost facilities in their un-
remitting fight for profits. And new
building is their life blood...whether
they’re technically-trained or market-
ing-minded, whether their job is to sell Industry Spokesman for CPI-Management
a product or develop a new one.

That is why...if there was ever a time o

for CPI managers to read CHEMICAL emlca ee
WEEK more zealously, that time is right
now! Under today’s rigorous pressures,
their problems and plans must be re- A McGraw-Hill Businesspaper
solved from the realities of CHEMICAL

WEEK’s brand of news — the profit em-

phasis, reliability and dispatch with

which its alert editorial team delivers it.

Yes, in times like these, the “Industry

Spokesman” has to speak up even faster

-and stronger. And so do its advertisers!




KEEP YOUR

WORKING
CAPITAL
WORKING

If you want modern equipment to cut
costs, improve products, expand produc-
tion—get it now without tying up cash

you can use more profitably for current BALTIMORE2............... 300 St. Paul Place
operations. As one of America’s leading CHARLOTTEL....... 82315 W. Morehead Street
suppliers of equipment leasing or financ- CHICKGOD . . + o:s w00 sisiorns 222 W. Adams Street
5 pp q D A g S 3 HARTEORD! 3 : & s o's orsisiosioseioess 410 Asylum Street
ing, Commercial Credit Corporation will  Housron............. " . 2302 Fannin Street
submit a plan tailor-made to your needs. KansasCiry 12........... 800 W. 47th Street
: Los ANGELEs 14........... 722 S. Spring Street
Information about Industrial Financing New YORK36............... 50 W. 44th Street
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America face a series of profit prob-
lems.

Recent takeovers of U.S.-owned
utilities in Mexico, Colombia, and
Brazil result basically from a
squeeze on profits that stems from
low, government-fixed rates.

Low profits, in turn, mean that
utilities cannot invest in expanded
and improved service. The outcome
is government purchase or expropri-
ation.

Taxes. Taxes add to the burden.
Venezuela has boosted its taxes on
U.S. oil companies to 65% of net in-
come in recent years, and limited the
prices at which they can sell their
oil.

Chile imposed a new tax on cop-
per companies last year to meet gov-
ernment payrolls, despite a 1955 law
providing that no new taxes would
be applied. Kennecott’s Chilean sub-
sidiary paid taxes of 82% on 1961
income.

Money stringency. Shortages of
foreign exchange and restrictions on
profit remittances are a severe prob-
lem. Payments on Chile’s foreign
commercial indebtedness have been
virtually halted since last yearend
because of a dollar shortage and
uncertainty as to official exchange
policies.

The head of one U. S. company in
Santiago says: “I'm sending twice-
weekly reports to the home office
saying I just don’t know what the
official policy is on exchange. They
think I'm lying down on the job.”

U. S. companies building plants in
Latin America usually put their dol-
lars into machinery and equipment,
and borrow working capital locally
to reduce the risk of exchange con-
trols and currency devaluation. But
this aggravates the chronic short-
age of credit, brings rising resent-
ment.

The credit shortage is so severe
that Argentine companies have been
financing capital investments with
short-term bank loans. In credit-
short Colombia, U. S. companies are
remitting dollars to their subsidi-
aries to use as working capital.

Alluring. Despite these risks, U.S.
investment will continue to flow into
some parts of Latin America this
year. The reason is that the area is
a growing market, with a pent-up
demand for some products.

To meet unsatisfied demand for
automobiles, for example, auto mak-
ers in Brazil are plowing back profits
to expand production. “Nobody
knows yet just how big the auto-
mobile market here is,” says an ex-
ecutive of one U.S. auto manufac-
turer in Brazil. In Argentina, the
bulk of an expected $308-million
foreign investment this year will go
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Do you stop being a businessman when you get home?

You can’t run your business on sentiment alone. Same for
your family. The more you love them and want to protect
them, the more you must approach life insurance on a bus-
inesslike basis. Start by choosing an insurance company
known for its business thinking. Ztna. One good indication
of the respect business itself has for Ztna’s business judg-
ment is the fact that more business leaders choose Ztna for

their group insurance, above all other companies. Ztna is
the organization you will learn to respect for the solid guid-
ance of the Atna representative. He’s a good man to do
business with. Your family will be glad you did.

HETNA LIFE INSURANCE

THE CHOICE OF BUSINESSMEN LETS YOU CHOOSE WITH CONFIDENCE

ZTNA LIFE INSURANCE COMPANY, Hartford 15, Conn. m Affiliates: Ztna Casualty and Surety Company, Standard Fire Insurance Company, The Excelsior Life, Canada




into automobile plants, protected
from outside competition by import
restrictions, and selling locally pro-
duced compacts at skyhigh prices of
$5,000 or more.

Over-all, the Economic Commis-
sion for Latin America puts the com-
bined Latin American market for

autos at 1.8-million vehicles a year
by 1975.

The trouble is that while Latin
American economies are growing to
meet this pent-up demand, they're
not growing fast enough. In 1957,
gross national product increased
at an average 7% rate in Latin
America; by last year this rate of
increase had dropped to an esti-
mated 4%. At the same time the
average population growth rate has
speeded up to around 2.9% annually.

This squeeze has brought the rate
of economic growth per capita down
to little more than 1%—far too
scanty to improve the living stand-
ards of impoverished peasants and
workers, and at the same time pro-

Economic growth is fast—
150 but not fast enough . .. 230

vide a margin for new investment.
Brazil's growth rate, which has
been running around 6% annually,
this year may fall behind the popu-
lation increase of 3.1%.
Diminished earnings. One basic
problem is the deterioration in terms
of trade in recent years. Latin Amer-
ican economies are caught between
declining prices of agricultural com-
— e o i)
rising_prices of manufactured

imports. Though the volume of ex-
ports increases, dollar earnings of
Latin American countries from cof-
fee alone fell from $1,950-million in
1956 to $1,380-million last year.

By one calculation, the average
price of Latin American exports to
the U. S. fell 20% from 1953 to 1961,
while prices of U.S. exports rose
10%.

The accumulated price drop was
equivalent to a cut of $1.4-billion in
Latin export earnings last year—
more than the total aid funds re-
ceived by Latin America for the
year.

Flight of capital. Another problem
is the continuing flight of capital,
resulting from inflation and fears of
political instability. Estimates of the
amount of Latin American capital in
the U.S., Switzerland, and else-
where range from $5-billion up to
two or three times that figure.

The outflow from Venezuela alone
was calculated at $150-million last
year, and from Mexico, $125-million.
Wealthy investors account for most
of the capital flow, but in Brazil cvon

small family savings are going into
purchase of dollars.

State-run. A host of problems de-
rive from the basic fact that Latin
American countries have never had
really free economies. One form that
government intervention takes is the
operation of a vast array of govern-
ment enterprises. Mexico’s Pemex,
Brazil’s Petrobras, and Argentina’s
YPF are state-run oil monopolies.
Several other countries have their

own oil companies. Government

steel plants such as Colombia’s P
del EE:_) and Brazil's Volta Redonda
account for most of Latin America’s
steelmaking capacity.

Most railroads, and many electric
power plants and airlines are gov-
ernment-owned. Other government
enterprises range from a truck fac-
tory in Brazil to tin mines in Bo-
livia—and even a chain of hotels and
beach resorts in Venezuela.

Many of these ventures are op-
erating deeply in the red. Argentina’s
railroads, for example, will lose some
$200-million this year—half the en-
tire national budget deficit. Argen-
tina has sold off some government
companies set up by former dic-
tator Juan Peron. But in most coun-
tries the trend is toward more
government ownership—in Brazil,
the government now accounts for
40% of all capital investment.

Burden of controls. Besides direct
government ownership, government
controls—often brought about by
pressures from businessmen them-
selves—result in economic distor-
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Before you build
find out why

PRESTRESSED
CONCRETE
is used in

quality structures

everywhere

Precast prestressed concrete
meets economies demanded
by the needs of today.

SEND FOR YOUR FREE COPY
OF "PRESTRESSED CONCRETE
—Applications and Advantages”

PRESTRESSED CONCRETE INSTITUTE

205 W. WACKER DRIVE, CHICAGO 6, ILL.
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Latin America’s economic bind:
Still buying dear — but selling cheaper
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tions and misallocation of private
resources.

A good part of Latin America’s
industry is inefficient and uneco-
nomic—protected from foreign com-
petition by high tariffs and import
curbs, and from internal competition
by monopolies and pressures exerted
by businessmen on governments.

Argentina’s highly protected auto-
mobile industry, for example, has 22
plants, producing vehicles that sell
for more than twice the price of
equivalent models in the U.S. and
Europe. But by diverting investment
into such protected but uneconomic
industries, Argentina has nearly
wrecked its once-thriving agricul-
ture.

By contrast Brazil, through its
support prices for coffee growers,
has built up an enormous stock of
surplus coffee—enough to supply the
world for a year.

Social obstacles. To develop its
economic potential, Latin America
must make a tremendous investment
in “social overhead”—highways,
electric power, communications,
dams, and irrigation. These are now
cconomic bottlenecks—in Mexico
City and Rio, for example, it takes
years to get a telephone—and the
cost of eliminating them runs high.

'58 '59 '60 '61

© Business Week

Electric power alone will require an
investment of $13-billion in the next
10 years.

The social structure itself is an
obstacle to economic progress. Semi-
feudal landowners prefer to collect
rents from tenants who use age-old
farming methods, rather than invest
in agricultural improvements. The
fact that the bulk of Latin America’s
population is made up of subsistance
farmers with scant purchasing power
limits the market for manufactured
goods. Among Venezuela’s 7-million
people, it’s estimated that the effec-
tive market is less than 2-million.

Education to make the best use of
human resources is desperately
needed. The enormous cultural gap
between Latin America’s educated
minority and the mass of workers is
nowhere better dramatized than in
Rio, where elegant apartments look
down on flickering votive candles
placed on Copacabana beach by fol-
lowers of primitive macumba rites.

Faltering alliance

If there’s wide agreement on the
causes of Latin America’s economic
ills, there’s considerable controversy
over the best way to cure them.

Throughout Latin America, to-
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Compare the
advantages
of Cincinnati

...the city closest to America

You’ll find solid,
continuing reasons to
back up your choice of the
Greater Cincinnati
Industrial Area for a
new plant, branch, or
headquarters office

operation.

Compare the closeness to great universilies . . . and the advantages this can mean to you in research
facilities and sources of highly trained engineers, scientists, executives and skilled workers.
The University of Cincinnati ranks 24th in total enrollment among the nation’s colleges and
universities with nearly 17,000 students—including its College of Engineering which pioneered
the cooperative work-study system of education. In the immediate area, you will also find Xavier
and Miami Universities, Hebrew Union and Villa Madonna Colleges,and a branch of the University

of Kentucky. Not surprising, is it, that you find twice the percentage of highly trained and

Compare the people here. People in this area are unusually solid,
straight-thinking, with made-in-America ideas. Most were born
here, own their own homes. They still take the craftsman’s
pride in doing a good day’s work. This is reflected in the sta-
bility and responsibility of labor here, in the record of industrial
harmony in this area of diversified industry.

Compare the electric, gas, water supply. Plenty of all three im-
mediately available. Electric power output and gas supply
doubled in last ten years. Abundant water.

THE CINCINNATI GAS & ELECTRIC COMPANY
The Union Light, Heat and Power Company

Celebrating the start of its second 125 years of service to this great area.

experienced technicians here as the national average?

BASE MAP COPYRIGHT BY THE H. M. GOUSHA" CO.

MARKETS
1,000,000 & OVER

Detroit
Milwaukee

Atlanta
Baltimore
Buffalo
Chicago
Cincinnati
Cleveland

Philadelphia
Pittsburgh
St. Louis

Washington, D.C.
9 MARKETS 100,000 -750,000

Compare its closeness to markets. You’re right in a $2.8 billion market
in the Greater Cincinnati Area. And half the total business of
America is done within a 500-mile radius. Both men and mer-
chandise get to destinations faster, more economically. At your
service: 8 major railway trunklines, 147 motor freight lines, 6
certified water carriers, and 6 scheduled airlines. (A new express-
way and Ohio River bridge nearing completion will put our fine
jet airport only 15 minutes from the center of the business district.)

For a confidential report on other advantages and information about
specific sites available in the 2600 square-mile Greater Cincinnati
Industrial Area we serve, write or phone: Mr. William H. Zimmer,
President, The Cincinnati Gas & Electric Company, Cincinnati, Ohio,
or The Union Light, Heat and Power Company, Covington, Kentucky.



Poverty and political unrest are
only two chapters in the Latin
American story. Another vital
part—helped by U.S. private
capital, and dramatic in its
growth—is industrialization to
diversify the economies of coun-
tries long dependent on one or
two minerals and crops.

Most concentrated area of in-
dustrial expansion is a narrow
belt (map), now spotted with
hundreds of chemical, textile,
auto, steel, and electronic plants.
This  industrial  “heartland”
stretches 1,200 miles from Belo
Horizonte in Brazil, through Sao
Paulo, Brazil’s business capital,
and Montevideo in Uruguay, to
European-looking Buenos Aires.
Three of its cities are in the mul-
timillion population class: Rio
de Janeiro, Sao Paulo, and Bue-
nos Aires—which, with 6-million
people, makes up nearly one-
third of Argentina’s population.

Blessed by a temperate cli-
mate, fairly good transportation,
plentiful resources and skilled
Italian and German workers,
this booming area has no coun-
terpart in Latin America; its
closest rival is Mexico City and
Monterrey, taken together.

The area stands to gain
greatly if the Latin American
Free Trade Assn. (LAFTA) low-
ers tariff barriers between Ar-
gentina and Brazil, as well as
Uruguay and its other six mem-
bers. It could then form the basis
for a flourishing industry.

Brazil’'s Chicago. The indus-
trial powerhouse of the area, and
of Latin America, is Sao Paulo,

Paraguay

Asuncion

Atlantic
Ocean

Argentina

Latin America's
industrial heartland

a businesslike city that reminds
you of Chicago. Last year, it
turned out 64,000 automobiles
and 91,000 trucks. It bristles
with plants making machine
tools, appliances, construction
machinery, chemicals, electrical
equipment, foods, pharmaceuti-
cals. It's moving now into manu-
facture of heavy industrial
equipment; a new General Elec-
tric plant at neighboring Cam-
pinas will make some of the
heavy turbines for Brazil’s giant
Urubupunga hydroelectric proj-
ect.

The impoverished, backward
Northeast [Blll May12'62,p58] is
only half Brazil’s story. Sao
Paulo is the other half. Sao
Paulo state accounts for 32% of
Brazil’s national income, pro-
vides half the federal govern-
ment’s tax revenues, has just
completed a $700-million, four-
year development plan.

A special breed of highly in-
dependent businessmen—some
of them sons of immigrants with
such names as Matarazzo, Pig-
natari, Martinelli—has made Sao
Paulo what it is. A Brazilian offi-
cial admits ruefully: “The Paul-
istas” sense of private enterprise
is so strong it survives even gov-
ernment attempts to assist it.”

U.S. companies also play a
big role in Sao Paulo’s develop-
ment. About 100 of them have
affiliates in the area: Willys-Ov-
erland in autos; General Motors,
Ford, and International Har-
vester in trucks; Du Pont in
chemicals; LeTourneau Westing-
house in construction machinery,
and others. Brazilian companies
also manufacture products un-
der U.S. licenses.

Building up. Argentina, too, is
industrializing rapidly. Former
dictator Juan Peron channeled
its agricultural export earnings
into industry to win a following
of urban workers. Now the coun-
try has put up its first steel
plant, and a rash of automobile
plants is springing up.

A group of U.S. companies
headed by Cities Service and
Continental Oil is now putting
up a $70-million petrochemical
complex at Rosario. Other U.S.
interests range from Deere &
Co. in tractors and farm ma-
chinery to Remington Rand in
typewriters and office machines.
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day’s economic orthodoxy is the
doctrine of government ~planning
evolved since 1948 by the U.N.s

Economic Commission for Latin

America gECLAii headed by Argen-
tine economist Raul Prebisch. Pre-
bisch  emphasizes what the econo-
mists call the “structural” obstacles
to economic development—unfavor-

able terms of trade with industrial
countries, land tenure and tax sys-

tems, concentrations of economic

— . . .

power, inflation resulting from ups

and downs in export earnings.
Prebisch therefore calls for gov-

ernment planning, with a system of
incentives, as “the only way to uti-

e

[ize Tully the enormous potentialities
of private initiative.”

The Alliance for Progress follows
ECLA’s approach, stressing central
planning and government-to-govern-
ment assistance. It emphasizes fiscal,

agrari forms as a
basis for development.
More conservative economists,

and many businessmen both in the
U.S. and Latin America, disagree
with all this. They point out that the
Alliance approach will increase gov-
ernment intervention in Latin econo-
mies. This, they argue, will only com-
pound the basic difficulty—the lack
of any really free economies in Latin
America. Besides this, agrarian and
tax reform may frighten off inves-
tors. The result could be a further
reduction in private investment,
which was expected to contribute
about two-thirds of all domestic in-
vestment and one-third of foreign
investment in Latin American coun-
tries under the 10-year Alliance pro-
gram.

Double aim. In the Charter of
Punta del Este, which set up the
Alliance, the U.S. made two major
commitments on the economic side:

* To support international agree-
ments on market stabilization for
Latin American export commodi-
ties—a reversal of previous U.S.
policy.

® To supply the major part of an
estimated $20-billion in foreign fi-
nancing needed for Latin American
economic development over the next

10 }llears.
e first major step in carrying out
the first of these aims is the world

coffee pact negotiated last month in
New York. Abandoning its former
opposition to world market-regulat-
ing schemes, the U.S. is participat-
ing in the pact. The agreement may
serve as a model for later accords on
cacao and other Latin American
products.

More wanted. To encourage ex-
ports of Latin American manufac-
tured goods, Prebisch and others are
now calling for further, one-sided
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Feeding the roots of progress in the cement industry

Cement—the matrix of world con-
struction—is in the USA a 1.3 billion
dollar industry. Continuing technologic-
al advances keep this basic industry
efficient, competitive and responsive to
changing requirements in building and
construction. Fuller Company, whose
pneumatic materials handling and pro-
cess equipment figures in a wide range
of industries, plays an important role
here.

In more than 35 years of growing
with the industry, Fuller has pioneered

manufacturing innovations now stand-
ard in the field . . . techniques and
equipment that have influenced vast
improvements in the design of entire
cement-producing plants. In these years
Fuller has built an integrated organi-
zation—Dracco Division, Traylor En-
gineering & Manufacturing Division,
Sutorbilt Corporation and Lehigh Fan
and Blower Division. They are combin-
ed to provide the cement industry every-
where with advanced research, with the
design and manufacture of equipment

for crushing, grinding, preheating, burn-
ing, cooling, blending, heat transfer,
conveying, dust collection and process
control. Fuller is now able to undertake
contracts for complete new plants for
cement manufacturing and for the
modernization of older ones.

Fuller is more than ever qualified to-
day to help cement producers keep ce-
ment competitive in prices and quality
with existing alternate materials and
those to come. For more details on

Fuller’s capabilities, write today.

2880
G-245

FULLER COMPANY « 180 BRIDGE ST. « CATASAUQUA, PA, -
SUBSIDIARY OF GENERAL AMERICAN TRANSPORTATION CORPORATION ¢ OFFICES IN PRINCIPAL CITIES

FULLER DIVISIONS
Dracco * Lehigh Fan & Blower * Traylor Engineering & Manufacturing * Sutorbilt Corporation




Edwin M. Martin, Assistant Secretary
of State for Inter-American Affairs, car-
ries out U.S. policy in hemisphere.

concessions from the U. S. and other
industrial countries.

In Santiago, a top ECLA official
argues that Alliance aid won’t pro-
vide Latin America with the dollars
needed for capital goods imports.
He suggests preferential treatment
by the U.S. for Latin American man-
ufactured goods, on the model of
the treatment of African manufac-
tured goods by the European Eco-
nomic Community. This, he con-
tends, would amount, in practice, to
a guarantee of U.S. investments in
Latin America, and would stimulate
more investment.

“No leftist government,” he says,
“is going to see any benefits in ex-
propriation if it has that kind of a
market in the U.S.”

Bogged down. Financial aid un-
der the Alliance, meanwhile, has
bogged down in bureaucratic inertia
at both the U.S. and Latin Ameri-
can ends of the pipeline. Of more
than $1-billion committed in the first
year of the Alliance, only a small
part has actually been disbursed.

There are a number of reasons for
the slowdown.

“Basically, the trouble is that the
U.S. just hasn’t learned yet the tech-
niques of development aid,” says a
U.S. official in Colombia. He points
out that this is a new field—the
Marshall Plan in Europe consisted
essentially of providing balance-of-
payments assistance for reconstruc-
tion.

In Europe, the economic founda-
tions and knowhow already existed,
he adds, “but in Latin America, we
are trying to create these things all
at the same time.”
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Teodoro Moscoso, Alliance for Progress
chief, coordinates efforts to improve liv-
ing standards in Latin America.

The Latin countries, too, haven’t
provided much of a framework for
Alliance aid. Long-term develop-
ment plans prepared by Colombia,
Chile, and Bolivia are little more
than sets of economic projections.
To put them into effect will require
detailed, project-by-project engi-
neering studies for highways, dams,
irrigation systems, and other installa-
tions.
ack of such detailed plans holds
up progress. Colombian officials ad-
mit they are having trouble in spend-
ing pesos on development projects
fast enough to qualify for aid dol-
lars already authorized.

In Chile there is bitter, govern-
ment-inspired criticism of U. S. slow-
ness in disbursing aid. As a result,
the U.S. has eased its requirement
for approval of individual develop-
ment projects before aid money is
released. A $40-million aid package
is being advanced directly to the
government development corpora-
tion for projects to be worked out
later.

Balance-of-payments support, in-
stead of development, is likely to
siphon off substantial aid money. Of
the funds authorized in the first year
of the Alliance, around $400-miilion
went for export refinancing or
straight balance-of-payments sup-
port loans.

On the U.S. side, too much re-
sponsibility for aid programs is left
to specialists, unequipped to devise
coherent, over-all plans. “Any aid
man here,” says a U.S. official in one
Latin country, “will tell you what
the country needs more of, from
hogs to classrooms—depending on

his specialty.” What's lacking is pri-
orities to yield greatest results with
funds available.

One specialist wanted $80-million
put1 inbAfrican palm plantations in
Colombia, to ease its edible_oil
shortage. But that was headed off.

Showcases. Some U.S. officials
now urge that the Alliance, instead
of scattering development funds all
around, could get a greater impact
by concentrating on a few areas
as development “showcases.” Wash-
ington’s plans for the Dominican
Republic [BWI Aug.18'62,p47] are
pointing in that direction.

ow, the U.S. is concentrating a
whole series of new aid projects in
Colombig: investment guarantees for

private U.S. housing projects; a
joint U.S.-Latin- American private
industrial venture underwritten by
the U. S. government; possible stock
underwriting by the World Bank
and International Finance Corp.
Meanwhile, the World Bank is try-
ing to enlist European governments
in a consortium to finance Colom-
bia’s 10-year development plan.

Moves for integration

One promising development is the
strengthening of economic relations
among the Latin American countries
themselves.

This includes the creation of the
Latin American Free Trade Assn.
(LAFTA), whose nine members are
currently negotiating a second round
of trade concessions in Mexico City.
Last year’s first round amounted to
little more than putting on a multi-
lateral basis the existing bilateral
agreements among members on ag-
ricultural exports.

Nevertheless, there are signs that
LAFTA may eventually stimulate an
important volume of trade, and en-
able Latin countries to supply each
other with goods now imported from
the U.S. and Europe. Some straws
in the wind:

* Brazil’s Cia. Vale do Rio Doce
recently contracted to supply Argen-
tina’s Sociedad Mixta Siderurgica
with 150,000 to 300,000 tons of iron
ore per year, under LAFTA duty
exemptions.

* Chile is importing cotton from
Mexico, Brazil, and Peru instead of
the U.S., is building a plant to
double paper output and plans to
triple its cellulose capacity to export
to LAFTA countries.

" As a result of LAFTA conces-
sions, Remington Rand is importing
typewriters from its Brazilian plant
into Chile, other products from its
Argentine plant into Brazil.

Smaller version. The little Central
American Common Market, which
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Wean expands the work metals can do...

when aluminum gets cut to size

What you see here is economy 1n
action. One very wide coil of gleam-
ing aluminum is being cut into 15
narrow widths on a Wean slitting
line. Aluminum producers know it
is more economical to produce wide
coils and then slit them to the smal-
ler widths their customers need.
These savings can be passed on to
the fabricators and customers of
aluminum products.

THE WEAN ENGINEERING COMPANY, INC. ¢

The machine at work slitting the
aluminum strip at hundreds of feet
a minute is manufactured by Wean.
Wean’s business is building ma-
chinery to process and coat metals
of all types, helping them to do
more jobs. If you need metal proc-
essing equipment for a new or diffi-
cult project, give Wean a call.
Wean’s creative engineers can help
you find a way.

Specialists in sheet, strip, and tin plate processing equipment

WARREN, OHIO




has already gone a long way toward
integrating economies of countries in
that area, took in Costa Rica as a
fiftth member in July. Phelps Dodge
plans to put up a copper wire fac-
tory in El Salvador, partly financed
by the new Central American Bank
of Economic Integration.

The economic obstacles that Latin
America must overcome to break out
of its economic doldrums are form-
idable. But in the long run the suc-
cess of Latin American hopes
depends even more on a political
foundation. Can the countries of the
area achieve the political stability
needed for quick and orderly de-
velopment, or will they bog down in
recurring crises or revolutionary ad-
ventures?

Politically, Latin America has al-
ways been an unstable region at
best, with most of its countries al-
ternating between brief periods of
representative government and long
periods of dictatorship. In the last
year—despite earlier signs of pro-
gress—its political situation has
taken a turn for the worse.

Year of troubles. A few years ago,
Latin America appeared to have en-
tered a new era of democratic gov-
ernment, when such dictators as
Argentina’s Juan Peron and Venez-
uela’s Marcos Perez Jimenez were
thrown out and replaced by civilian
regimes. When the charter of the
Alliance for Progress was signed in
August last year, only three old-style
dictatorships remained—in Para-
guay, Haiti, and Nicaragua.

The ink on the charter was hardly
dry, however, when the resignation
of Brazilian Pres. Janio Quadros and
a threatened military clash there
threw Latin America’s biggest coun-
try into a political crisis from which
it hasn’t yet recovered.

Since then, the armed forces have
toppled presidents in Ecuador, Ar-
gentina, and Peru, while only direct
U.S. intervention prevented a mili-
tary coup in the Dominican Repub-
lic. Venezuela has had two bloody
revolts this vyear, involving both
Communists and marine garrisons.
Other governments are harassed by
serious rioting, even guerrilla activ-
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ity. Cuba has moved openly into the
Communist camp.

Patchwork. Today’s political map
of Latin America is a patchwork of
varied regimes.

Even in countries that hold freely
contested elections, democracy is
often restricted. In Brazil, literacy
tests bar a big part of the rural popu-
lation from voting. Political parties
are practically devoid of principles
and program; they operate like big-
city machines in the U.S., dispens-
ing patronage and favors. During
the past three years, the Venezuelan
government has been forced by ter-
rorist activities to curtail civil rights.

Double threat. In the turmoil of
the past year or so, two develop-
ments stand out that bring into
question Latin America’s political
future:

= The shift of Argentina and Peru
from democratic to military-domi-
nated governments—along with
threats to other regimes from both
right and left—has raised doubts as
to the stability of democratic re-
gimes.

* The Cuban revolution has added
a new ingredient to Latin American
politics—the possibility of extreme
leftist government as an alternative
to democracy.

Not immediate. So far, this is only
a possibility and, to most observers,
the threat of a Castro-style revolu-
tion outside Cuba is not immediate.
Besides the unsuccessful leftist in-
surrections in Venezuela, attempted
guerrilla uprisings in Ecuador and
Peru have been easily put down. A
few small guerrilla bands still re-
maining in Venezuela and Guate-
mala are making no headway.

The Communists themselves
aren’t making any important gains
numerically. But they are extending
their influence through alliances and
infiltration of other parties. In return
for Communist support, Pres. Joao
Goulart of Brazil handed them con-
trol of that country’s biggest labor
organization. A legislative coalition
with Venezuela’s second-biggest
party has served as a shield for Com-
munist subversion during the past
two years. In Argentina, Commun-
ists are infiltrating Peronist unions.

Leftward drift. Even with no
revolution in the offing, however,
there’s a steady drift throughout the
hemisphere toward the left in do-
mestic politics, toward neutralism in
international affairs.

Those close to the situation in
many Latin American capitals echo
these words of a Lima observer: “A
mass of undefined opinion, leftist
but not consciously Communist, has
developed in Latin America. People
are neutral in the struggle between

East and West—they feel that Latin
America has gotten nothing in return
for its past cooperation with the
U.S., and they don’t feel repelled by
Soviet actions in Hungary and Ber-
lin, which are far away. This mass of
opinion could eventually be attracted
to Communism, but it hasn’t yet.”
It’s this leftward swing that may
bring a “popular front” of socialists
and Communists to power in Chile’s
1964 elections. The same shift shows
up in Brazil in seizure of foreign
companies and efforts to curb foreign
investment, in renewed diplomatic
relations and closer trade ties with
the Soviet bloc, in Pres. Goulart’s
acceptance of Communist support.

Blows to U. S. hopes

Faced by this prevailing leftward
swing, the strategy of the present
Administration in the U.S. is not to
try to halt it completely, but to en-
deavor to direct it into democratic
and peaceful channels through the
Alliance for Progress. ‘

As vehicles for this “peaceful rev-
olution,” the Administration pinned
its best hopes on the political parties
of the “democratic left”—a group of
moderate leftist parties including
Pres. Romulo Betancourt’s Accion
Democratica in Venezuela, APRA in
Peru, Liberacion Nacional in Costa
Rica, Partido Liberal in Honduras,
Partido Revolucionario in the Do-
minican Republic, and others.

These parties, with reform pro-
grams roughly equivalent to a Latin
American New Deal, looked made-
to-order for the Alliance. They had
built up a broad popular support
among peasants, workers, and the
middle class that seemed a guaran-
tee of political stability. Under the
Kennedy Administration, leaders of
the democratic left such as former
Pres. Jose Figueres of Costa Rica
and Gov. Luis Munoz Marin of
Puerto Rico have virtually become
unofficial White House advisers.

Crumbling support. APRA’s poor
showing in last June’s elections in
Peru, with the military coup that
followed, dealt a rude blow to these
hopes. But it was not the first blow.
Venezuela’s Accion Democratica has
split twice in the past two years.
Betancourt’s labor and peasant sup-
port is crumbling, and his shaky
regime is practically paralyzed in the
face of violent leftist opposition.

What’s more, such parties as Ac-
cion Democratica and APRA have
lost their appeal to the new gen-
eration of Marxist-oriented youth
emerging from the universities (page
180).

The decline in strength and pres-
tige of traditional political parties
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Latin America’s
gamut of
governments

B Democracies

Strongman or

leaves the U.S., in some countries,
hard put to find democratic leaders
to support. A split in Argentina’s
once-great Radical Party paved the
way for a military coup, despite
massive U.S. aid to former Pres.
Frondizi. Now Argentine parties are
reduced to impotent bickering.
One of the few growing demo-
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cratic parties in Latin America is
Chile’s Christian Democratic Party

whose appeal is strongly leftist.

Military politics

The resurgence of militarism in
Latin America is partly a reaction to
the leftist trend. It was because of

Brazilian Pres. Goulart’s leftist ties
that military officers tried to keep
him from office last year. Military
men forced the governments of
Ecuador and Argentina to break re-
lations with Cuba this year.

There are only a handful of Latin
American countries today where the
military keep out of politics—Mex-
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ico, Uruguay, Chile, and Colombia.
Costa Rica eliminated the problem
by abolishing its army.

New-style. There are significant
differences, though, between old-
style military dictatorship—which
still survives in Paraguay—and the
new military regimes in Argentina
and Peru. Both of these, so far, avoid
repressive measures and hold out at
least a promise of new elections.

Many younger officers in Latin
America want the military to stay
out of politics. But at least in Argen-
tina and Peru, a growing number
would have the armed forces carry
out a Nasser-style nationalist revo-
lution. In Peru, leftists have the ear
of some “Nasserite” officers, ranging
up to the rank of colonel and
grouped around the Center of High
Military Studies.

In Argentina, some officers favor
social reforms to build mass support
for a military regime—possibly with
fascist overtones. Col. Juan Guevara,
former army chief of operations who
is now in hiding, called for a revo-
lution to replace the “capitalist and
materialist order” with one that
would be based on “God, fatherland,
tamily, militia.”

Blaming U.S. Though the U.S.

Scratch a Latin American student, and as often as
not you’ll find a political agitator.

Politicking is a student tradition throughout the
area, and students a force to be reckoned with.
Student agitation, in fact, is one of the causes of
Latin American political instability. You can find
examples almost anywhere.

Just last month, politically motivated student
riots forced Panama to close its university and
secondary schools. Last June, Colombia shut down
universities after students attacked the Capitol in
Bogota, and Brazil called out troops to eject stu-
dents occupying the Ministry of Education. The
rector of Mexico’s national university accused col-
lege agitators of trying to set up a “soviet.”

Earlier in the year, rioting students in Guate-
mala brought on a serious government crisis by
rallying opposition to Pres. Miguel Ydigoras Fuen-
tes and demanding his resignation.

Political focus. University students, as the best-
organized segment of Latin America’s small edu-
cated elite, wield influence out of all proportion
to their numbers. For that reason, political parties
focus their organizing efforts on the campuses—
often using 40-year-old “students” to recruit party
members and form student pressure groups.

University elections are usually fought on strictly
party lines. Marxism is the new political orthodoxy
among Latin American students and, more and
more, Marxists are coming out on top in student

Mexican students demonstrate over Berlin wall

elections. At Lima’s ancient San Marcos Univer-
sity, for example, the student federation is now
run by Communists and “Fidelists.”

Student politicking aggravates the perennial
problem of the poor quality of education in univer-
sities that train future leaders. Part of this problem
is lack of funds: Most universities can’t pay full-
time professors. But much of it is due to the fact
that students prefer politics to studying. Professors
at Venezuela’s Central University in Caracas com-
plain that they can’t maintain discipline because
students who fail organize protest strikes.

Open door. It was the “university reform” move-
ment, starting in Argentina in 1918, that opened
the door to political agitation by giving students
a voice in running Latin American universities.

The movement is still spreading. The Brazilian
students who occupied the Ministry of Education
demanded, and got, one-third of the seats on uni-
versity councils. In Mexico and Colombia, leftist
students are agitating for “autonomy”—a privi-
leged status that has given some Latin American
universities immunity frem intervention by police
and troops, as virtual extraterritorial enclaves.

Armed camp. Venezuela’s Central University in
Caracas, with 20,000 students, is one of these. The
Communists’ success in using it as a base for
subversion and terrorism explains why they are
eager for “reform” and autonomy in other countries.

Communist professors—the head of the journal-
ism school, for one—are active proselytizers among
students. Leftist students who control the uni-
versity have converted it into a virtual armed
camp, keeping caches of guns, bombs, and ammu-
nition on campus.

Several times in the past two years, sharpshoot-
ers firing from university buildings have killed
troops and police posted outside the campus.
Rioters burned the U.S. ambassador’s car on
campus. Last January, they opened up with ma-
chine guns on a government helicopter flying
overhead.

From their campus haven, students lead street
riots in Caracas, launch guerrilla attacks in the
countryside. They are believed to stage armed
robberies “to get money for the revolution.” Some
students and professors sought for subversive activ-
ities live on campus to avoid arrest. The school
may also be a refuge for nonstudent terrorists who
have gunned down a score of Caracas policemen
during the past year.
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What’s the climate like outside?

Continental Can Company’s decision-makers
must forecast far ahead what products will be
produced, and where, in order to plan and
build the plants to package them. In making
their plans they are guided by their own th
ough internal sources of informati

To keep their plans in focus, however, Con-
tinental Can’s leaders require an equally accu-
rate “feel” of the entire business and economic
climate. From Washington. From abroad.

From other industries. One of their most reli-
able outside information sources? BUSINESS
WEEK, management’s magazine.

Staffed by experts in key nerve centers around
the globe, BusiNEss WE

ment readers with news and views from the en-
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tire world of business—industry, finance, govern-
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“THEY SAID
THIS AD
WOULDN'T SELL

ANYTHING...

but I said telling is part of selling.”

Robert S. Macfarlane

President, Northern Pacific Railway
St. Paul, Minnesota
e
“Let’s tell about one of the finest
trains in all America, the Northern
Pacific Vista-Dome North Coast
Limited, that runs between Chicago
and Seattle-Portland via the Twin
Cities. Tell about passenger reve-
nues: up 159, on top of last year’s
gain of 129,.
®
“Let’s talk about our efficient
on-time freight service, our fleet of
modern roller-bearing box cars,
mechanical refrigerator cars and
piggyback hauling. Let’s mention
multi-level racks for transporting
automobiles on flat cars, and the
specialized equipment tailor-made
for the needs of individual shippers.
°
“Explain that we pioneered in
welded rail . .. that we have our
own dial telephone system from end
to end of our 6,800 mile railroad.
s
‘““Mention our industrialdevelop-
ment department working confi-
dentially with businesses seeking
choice locations in the growing
Northwest . . . and our more than
16,000 loyal employees with the
know-how and the desire to please
shippers and travelers.
e
“Invite anyone interested to
write to me for the current copy of
‘The Northwest’, a bi-monthly
magazine that reports on business
and commerce along the Northern
Pacific.
°
‘“Perhaps this ad won’t sell a
thing, but it does tell that Northern
Pacific is progressive, and that our
purpose is to provide dependable,
efficient transportation. This, we
say, is the way to run a railroad... this
is the way we run Northern Pacific.”
/S )\  CHICAGD « TWIN CITIES
20"‘-; BILLINGS  SPOKANE
Snwe
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suspended relations with Peru after
the July military coup—to show
opposition to military rule—this
country is likely to get part of the
blame for any military meddling in
politics. That's because of U.S. mili-
tary aid to Latin armies and the
presence of U.S. military missions
in close contact with Latin officers.

There’s a widely held belief in
Latin America that the U. S. has two
Latin policies: the State Dept.’s,
favoring civilian rule; and the Penta-
gon’s, encouraging military take-
overs. This charge was heard again
in Buenos Aires during the military
coup last March.

Now U.S. military aid has shifted
emphasis from hemisphere defense
to fighting internal subversion. Crit-
ics—in Congress and Latin America
—fear this will identify the U.S.
more closely than ever with Latin
military men.

New political patterns

If the “democratic left” is falter-
ing and the military growing restive,
is there any hope for stable democ-
racy in Latin America? Not all of
the region, fortunately, is plagued
by military meddling and political
instability—which go hand in hand.

Uruguay, Chile, and Costa Rica
have developed traditions of repre-
sentative democracy and civilian
rule.

Two other countries have achieved
political stability under their own
formulas of “guided democracy,”
and a third seems headed that way:

= Mexico’s Institutional Revolu-
tionary Party (PRI) has run that
country for 40 years under a benevo-
lent party dictatorship. It throws
a few scattered local and congres-
sional elections to the opposition as
consolation prizes, but real issues are
fought out inside PRL

= Bolivia’s National Revolutionary
Movement—like Mexico’s PRI, the
heir of a profound social revolution
—may be evolving a similar one-
party rule.

= Colombia  straitjacketed the
fierce rivalry between its Liberal and
Conservative parties through an-
other form of limited democracy
a 1957 agreement that for a per-
iod of 16 years gives the presi-
dency alternately to each party, di-
vides the Congress evenly between
them.

Mexico’s growth. Today, Mexico
is in better shape than any other
Latin American country. That’s due
mainly to its long period of political
stability, folowing a revolution that
broke up the old feudal agricultural
system and created a strong middle
class.

Over the past two decades, Mexi-
co’s growth rate has averaged 6% a
year. Some Mexican economists
think it is nearing an economic
“take-off.”

Mexico has a “mixed” economy,
with government ownership or con-
trol of oil, railroads, electric power,
basic petrochemicals, and some
other enterprises. Farmland runs the
gamut from private ownership to
collectives. Control of mining com-
panies is being shifted from foreign
to Mexican private investors, and
the government pressures other for-
eign investors to take on local part-
ners.

Yet U.S. investment continues to
flow in. Though the government oil
monopoly, Pemex, has been a sacred
cow in Mexican politics ever since
expropriation of foreign oil com-
panies in 1938, Pauley Petroleum,
Inc., operates profitably in Mexico
under a contract with Pemex. Du
Pont is going into partnership with
Pemex in a tetraethyl lead plant.
U.S. auto makers are preparing to
put tens of millions of dollars into
manufacturing plants in Mexico.

Best hope. In the long run, some
observers think, Mexico’s brand of
mixed economy—along with its in-
dependent foreign policy—is about
the best the U.S. can hope for in
Latin America.

Now that the first flush of enthu-
siasm over the Alliance for Progress
has waned, U.S. aid and diplomatic
officials in Latin America are begin-
ning to take a more realistic look at
its possibilities. One sums it up this
way:

“There’s not much you can do
about changing another country—
unless it’s a colony. Actually, there
are only two models of society for
Latin America to look to—the U.S.
and Russia—and we can’t assume
that ours has the greater appeal. It
may be that neither the U. S. nor the
Soviet model suits Latin America, if
Cuba’s troubles are any indication.
Latin America will have to develop
its own society out of its own tradi-
tions—but hasn’t found it yet.”
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Back to Big Two
talks over
Berlin’s future

Trouble brews
in democratic
Santo Domingo

Balancing act

Mexican leader
will tour
Eastern Europe

International outlook continued

Pres. Kennedy is taking up Premier Khrushchev’s proposal for new talks
on Berlin at the ambassadorial level.

Kennedy is in no mood to offer new concessions. But he is interested
in probing Soviet intentions—even at the risk of irritating France’s Pres.
de Gaulle and West Germany’s Chancellor Adenauer.

All along, de Gaulle and Adenauer have taken the view that any deal
on Berlin would be bad so long as Moscow refuses to agree to German
reunification. Kennedy nonetheless has sought an interim agreement.

Since the rift with de Gaulle, Kennedy is more interested than ever in
bilateral dickering with Khrushchev. He feels that when it comes to big
East-West issues, only the two big powers can settle anything.

If carried very far, this line of thinking obviously could hurt the Western
Alliance even further. But it also might provide a useful warning to West
Europe—and de Gaulle in particular—not to strain relations with the
U.S. too far.

Khrushchev’s initiative in proposing the exploratory talks may partially
explain his agreement to pull some of his troops out of Cuba. Kennedy
made it clear to him earlier that the chances for useful negotiations on
anything were dim so long as large numbers of Soviet troops remained in
Cuba.

Juan Bosch took office this week as the Dominican Republic’s first elected
president in 38 years—and the latest addition to Latin America’s “demo-
cratic leftist” ranks.

But Washington is worried that Bosch may lack the finesse of Vene-
zuela’s Pres. Betancourt (page 64) in handling the ticklish Dominican
situation. He already is alienating businessmen, and even trade unions,
by his proposal for a “revolutionary constitution.” The constitution would
prohibit operations of U.S.-owned sugar companies, severely regulate
land ownership, and force all trades into one labor union.

Bosch’s dilemma—how to balance off the need for social reform against
the demand for new investment—is basic to Latin America.

Successful politicians of the democratic left such as Betancourt and
former Pres. Jose Figueres of Costa Rica have moved cautiously on reforms.
By contrast, Peru’s leftist APRA party has been kept from power for more
than three decades because of its bitter feud with the army and Peru’s
wealthy families.

Now it’s feared that Bosch may be making the same mistakes as APRA.

Washington is taking in stride Mexican Pres. Adolfo Lopez Mateos’ planned
visit to Poland and Yugoslavia this spring—the first by any Latin American
chief of state to the Soviet bloc. (Poland’s Premier Gomulka may come to
Mexico and the U.S. next week.)

The trip is viewed as a sop to Mexico’s vociferous left. It would partly
offset Mexico’s vote in the Organization of American States in favor of the
Cuban blockade last October. It also may be a hedge against leftist opposi-
tion in elections late this year.

Of course, the trip will reinforce Mexico’s “independent” pose in the
cold war. But actually, Mexico is quietly cooperating in U.S. efforts to
tighten up on travel and trade between Cuba and the rest of Latin America.
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NATO probably
won’t share
atomic weapons. ..

. . . When costs
are so high

...and EEC
is in ferment

International outlook BV

March 2, 1963

The Administration’s attempt to work out some form of joint NATO
control over nuclear weapons may prove to be an impossible task.

The problem is to find an attractive enough formula for such a joint
force, based on the Polaris missile, to keep the European countries from
swinging toward France’s go-it-alone approach. Pres. de Gaulle already
has dealt France out of any multinational scheme.

The formula, of course, would involve our surrendering some control
over NATO’s nuclear weapons.

This week in Paris, U. S. special envoy Livingston T. Merchant explained
in broad terms what kind of joint nuclear force Washington has in mind.
And Merchant apparently indicated that while U.S. thinking is open-
minded on many points, it remains firm on one basic issue: Washington will
not simply turn over to Europeans complete control over the use of a NATO
nuclear force.

In other words, Pres. Kennedy is willing to share control over such a force,
but he wants a say—in effect, a veto—over its use. This obviously won’t
satisfy those NATO members who insist there should be an independent
nuclear force in Europe, though linked through NATO with the U.S.
nuclear deterrent.

This tricky issue of whose finger is on the trigger isn’t the only problem
standing in the way of a NATO nuclear force.

No one has yet come up with firm figures on the costs involved. Once this
is done, most NATO members will opt out. ,

By using surface missile-carrying ships, instead of Polaris submarines,
NATO could lower costs. But this also would cut into the military effec-
tiveness of the deterrent.

The task of setting up a jointly controlled system is doubly difficult
because of the division among NATO members over whether such a force
should exist at all.

It's no secret that Waskington is pushing the scheme for political
reasons. Then there’s always the danger that the Administration will
promise its NATO allies something in the nuclear field that Congress
won’t support.

On the European side, the problem isn’t just the French. It now seems
that the British want to go further with European control than the U.S. is
willing to go.

Then you have Scandinavian NATO members who were quite willing
to let Washington go on holding its nuclear monopoly.

Boil it all down, and the prospect is for a sort of military status quo in
NATO, paralleling the lack of progress in building an economic partner-
ship between U.S. and Western Europe.

Indeed, it becomes increasingly obvious that no new military formula
can be worked out between the U.S. and its European allies until Western
Europe itself shakes down politically (page 28). And this may take years
during which NATO will have to get along as best it can.




The man: One of the few Latin leaders to build a grassroots following, Romulo
Betancourt enjoys the backing of labor, peasant, and middle-class groups.

The challenge: Communist tactics to unseat Betancourt include terrorist acts such
as the burning of this Sears, Roebuck warehouse outside Caracas.
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4 Man with
a formula

Venezuela’s Betancourt
has blunted the Communist
drive to take power

The U.S. is desperately looking for
Latin American political leaders
with a formula for stopping the |
spread of Castroism and Commu- i
nism.

One man with stopping power is |
Venezuela’s Pres. Romulo Betan- |
court, hailed by Pres. Kennedy as |

“the great enemy of the Communists <
in this hemisphere.” Not long ago,
Cuban Communist leader Blas Roca l
said: “If the Communists can seize |
Venezuela’s oil, all America will go |
up in flames.” Betancourt has |
blunted the Communist drive to
seize control of his oil-rich country 3
—Castro’s top target in Latin Amer- |
ica—through use of guerrillas and L
terrorism. Now he appears likely
to be the first democratically elected
president ever to finish a full term
of office in Venezuela. ‘

During the effusive reception
given Betancourt during a state visit |
to Washington last week, Kennedy
descnbed him as a hberal progres-
sive” statesman who is “all that we
admire in a political leader.” Ken-
nedy, in fact, was endorsing the

“democratic leftist” movements of
Latin America, in which Betancourt
is a leading figure, as the possible
answer to Castro.

Efficient machine. Betancourt’s
weapon against the Communists is
a smooth-running political machine,
the Accion Democratica (AD) party.
It controls most of the country’s
labor unions and peasant leagues,
and draws considerable middle-class
support. With AD’s backing, the
durable Betancourt has managcd to
survive four years of terrorism,
guerrilla fighting, schisms in his owr
party, attempted assassinations, an
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bloody insurrections of both the
right and the left.

Now there are signs that Vene-
zuela’s Communists may be prepar-
ing to write off as a failure their ter-
rorist campaign, which recently in-
cluded the hijacking of a Venezuelan
ship, the theft of famous French
paintings, and the burning of a $4-
million Sears, Roebuck warehouse.
Businessmen, encouraged by Betan-
court’s survival and by rising oil
production, are taking a cautiously
optimistic view of Venezuela.

Grass-roots support. It’s true that
Venezuela’s ineflicient police seem
unable to prevent scattered head-
line-grabbing attacks by Communist
terrorists. Despite the capture of
more than 100 guerrillas, some 4,000
Venezuelan troops are still tied up
in efforts to clean out small guerrilla
bands operating.in the mountains.

But peasants are giving little help
to the guerrillas. Labor leaders loyal
to the government have prevented
strikes serious enough to threaten
the government’s stability.

In short, Betancourt has grass-
roots support that most traditional
Latin political parties have been un-
able to organize. This, more than
anything, can help halt Communist
penetration.

Bid for power. Betancourt first put
together his combination of labor,
peasant, and middle-class backing
two decades ago. He wanted to push
what was then a revolutionary pro-
gram of agrarian reform, higher
wages and benefits for workers, and
industrial development—all financed
by squeezing the profits of U.S. and
British oil companies. But a military
coup ended the first AD government
in 1948, and Betancourt went into
exile for 10 years, while the U.S.
curried favor with dictator Marcos
Perez Jimenez.

Back in office now, Betancourt is
trying to keep his peasant and labor
support by investing part of Ven-
ezuela’s $1.5-billion of annual oil
revenues in agrarian reform, workers
housing, community improvements,
and education. As a nationalist ges-
ture, he has set up a national oil
company, and is granting no further
oil concessions.

Moderate progress. The program
has been only moderately success-
ful. Betancourt has spent $35-million
to settle 57,000 peasants on their
own lands, but these are only a
fraction of Venezuela’s rural popu-
lation of more than 3-million. The
slums of Caracas proliferate. The
national oil company lacks markets
for its production.

At the same time, Betancourt’s re-
form program has lost much of its
popular appeal as a result of Castro
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propaganda. A pro-Castro wing of
Betancourt’s own party split off
three years ago and is working
closely with the Communists. A more
moderate leftist group subsequently
broke away and formed an opposi-
tion majority in Congress. In the
long run, AD’s labor and peasant
leaders may find it hard to hold their
rank-and-file following, unless Betan-
court speeds up land distribution
and finds jobs for Venezuela’s army
of unemployed.

Shift to the right. All this means
that Betancourt’s mild reforms aren’t
enough to counter Castro’s appeal in
Venezuela. Betancourt is now relying
as much on army and business back-
ing as on popular support.

In the process of lining up this
kind of support, Betancourt has
ceased to be a radical leftist. Once
a declared enemy of the military,
Betancourt has been wooing military
officers with special housing, mod-
ern equipment, and kid-glove treat-
ment. To reassure businessmen, he
has persuaded AD’s labor leaders to
moderate union demands.

Oil's view. Despite stiffer controls
imposed on the oil industry, most
U.S. oil company executives now
applaud Betancourt’s success in
bringing some stability to an explo-
sive political situation.

“Betancourt’s survival is a daily
miracle,” says one.

Political skill. From the U.S.,
Betancourt has gotten $200-million
in aid commitments under the Al-
liance for Progress. On top of all
this, he has the biggest per-capita
national budget in Latin America—
close to $2-billion for a population
of 8-million—to use in building a
powerful, though expensive, political
machine. Part of Betancourt’s success
in holding the loyalty of the peasants
is due to farm credits—many of
them never repaid—and the chan-
neling of government funds to the
peasant leagues. He has loaded the
sprawling, inefficient and still-grow-
ing government bureaucracy with
loyal followers.

Actually, it is Betancourt’s skill
in building varied political support
of this kind—as much as his reform
program—that has tipped the bal-
ance in his battle with the Com-
munists. U.S. observers in Caracas
admit that Betancourt’s popular fol-
lowing is an important asset, but
they point out that his successor will
still need the backing of the army
and businessmen to stay in power.
Ultimately, says one, political stabil-
ity in Venezuela will depend on
generating enough economic activity
to provide jobs for 380,000 unem-
ployed, in addition to 80.000 new
job-seekers every year. End
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Dirt—keeping your plant or office clean
is a problem. A common problem . . .
and a costly one.

Particularly costly, because at least 95¢
out of every cleaning dollar goes for labor
» .. much of it wasted effort. If you could
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Johnson & Son, Inc., Box A3, Racine,
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Oilmenin
new ‘Battle
of Britain’

Eight newcomers fight

for toehold in fast-growing
British market

Eight oil companies—six American,
one French, and one Italian—have
invaded Britain recently. Their ob-
jective: a slice of an oil market that
is among the fastest growing and—
in terms of annual consumption—
second largest in the world.

Sleek, modern service stations
(pictures) are replacing the tradi-
tional frumpy petrol stands where
one or more pumps served up as
many brands of gas. Trading stamps
are being used to attract the be-
leaguered British motorist, who pays
as much as 71¢ a gal. for super grade
gas, 69¢ for premium, about 6l¢
for regular.

More than $3-billion has been
spent by oil companies to stake out
their claims. The invasion has set
off one of the hottest market scram-
bles in Britain’s commercial history.
The potential is great. But, for the
newcomers, competition is hot, in-
vestment high, and—so far—profits
are meager.

Formidable. If the oil companies
had been attempting a military in-
vasion of the island by trying to
scale Dover’s famous chalk cliffs,
the problems facing them could not
have been much more formidable.

For a start, the invaders—Conti-
nental, Gulf, Murphy, Phillips,
Standard of Indiana, and Tidewater,
of the U.S.; Total Oil Products
(G.B.) Ltd., a subsidiary of Compag-
nie Francasie des Petroles; and
AGIP, Ltd., marketing subsidiary of
Italy’s ENI—have a pretty weak
handhold to grab for, once the es-
tablished companies get through
with the market.

For example, an estimated ¢
of it controlled by three oldline
companies: Shell-Mex and BP, Ltd.,
a joint marketing company of Shell
and British Petroleum, gets about
Vigorous expansion of Jet Petroleum Ltd., which sells gas at cut rate, made it 50%; Esso Petroleum Co. Ltd., ac-
good outlet for oil from Continental Oil Co.’s new Libyan wells. counts for some 28%; Regent Oil

7

66 BUSINESS ABROAD BUSINESS WEEK March 2, 1963




Peace Corpe Training Program

Area Studies

"Economics of Underdeveloped Areas
with Special Refersnce to Colombia and Panama'

by Dro. Pan A, Yotopoulos

Lecture Summary
April 3, 1963

I. Definitional
Description of Underdevelopment
Measuring Economic Development
1. Statistical Indexes: per capita ocutput
the rate of energy consumption
2, Social Indicators: infant mortality rates
the proportion of children attending school

II. Requirements for Development
1, Capital Accumulation: domestic savings
foreign investment and aid
technology
the role of the Government
| 2, Social Change: entrepreneurs
the role of minorities

the grip of cus

IIT. A Case Study: The Colombian Economic Development
1. leading and Lagging Areas: geography and economic history of
Antioguia as compared to the Sabana
,and the Valley areas
2, The Personality of Antioguenos
i. Creative Personality: Dr. Louis Shaw's TAT tests
Results of creativity: a/ attitude towards
"getting his feet wet®
b/ attitude towards manual labor
¢/ attitude towards exploiting
opportunities
ii. Basque Origin of Antioquenos
4341, The Challenge of Depleted Mines
a/ economic innovations from the mines
b/ ability to assess business risks judiciously
¢/ familierity with machinery and mechanical operations
iv. Trade :
V. Social Tensions

g:
£
¥



IV. Tha Balance Sheet of Economic Development
1. Benefits: widening the range of choice
decraasing social and political strife
humanitarianism
2, Costs: the traumas of change
individualism
rationalism and the economizing spirit

Note: Due to scheduling limitations Part IV was not covered in the lecture.
The outline might halp you to organize your thoughts on the issue
after you conzult the suggested bibliography.



Communist interest and activity in
Yemen, the most probable alterna-
tive to a republican régime beset by
tribal anarchy and without U.A.R.
help at least in the form of a mili-
tary training mission would be one
with a Communist coloration heavily
dependent on Soviet support.”

The State Department is, in effect,
proposing for Yemen a kind of U.S.
“presence” by proxy. The Egyptian
proxy, however, is known to be
wholly dependent in turn on Soviet
arms, with all that means in terms of
potential leverage from Moscow, and
furthermore is itself being trained
by the Russians. The important
question would seem to be just who
is training whom and for what
purpose.

To be sure, the State Department
and Pentagon are also considering
a U.S. training mission for Yemen.
If and when approved, it would con-
sist of three to five republican Yem-
eni officers who would be brought
to the U.S. for language courses, gen-
eral orientation, and some military
training. The total cost of the mis-
sion would not exceed $15,000.

HE STATE DEPARTMENT has re-
peatedly declared that the
United States has three “essential
concerns” in Yemen: first, to pro-
tect Egypt’s neighbors, in particular
Saudi Arabia, from the dangers of
a spreading conflict—which is to say
from Egypt’s ambitions beyond Yem-
en; second, to prevent the Soviet
bloc from developing “a predomi-
nant position” in Yemen; and third,
to encourage “a relatively stable and
independent” Yemen. As the record
shows, the administration’s policy
has gone a long way toward securing
the reverse of these objectives.

In a dispatch from the Yemeni
capital on September 12, Dana
Adams Schmidt, Middle East cor-
respondent for the New York Times,
wrote: ‘“Departure of the Egyptians
from Yemen seems remote. Cairo’s
burden of maintaining soldiers and
planes in Yemen is heavy, but it is
not unbearable so long as Western
and Soviet-bloc aid to the U.A.R.
continues.” Thus the fundamental
question arises, as it does in other
sectors of U.S. foreign policy, wheth-
er in Yemen and the U.A.R. we are
competing with the Soviet Union or
working with it against ourselves.
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Peru’s New Politics:

The Hit-or-Miss Approach

GLADYS

THF. INAUGURAL ADDRESS of Peruvian
President Fernando Belatnde
Terry on July 28 was impassioned
oratory but political improvisation.
He launched new ideas right and left:
the first municipal elections in half a
century to be held within ninety days
(for technical reasons, they will not
be held before the end of the year);
public meetings to arbitrate the
emotion-packed question of the title
to the oil fields of the International
Petroleum Company (the meetings
are private); an inter-American cred-
it institute so that Latin-American
governments could guarantee each
other’s bonds (this idea died on the
vine).

Nevertheless, the new president’s
style has pleased Peruvians. Be-
latinde’s popularity is probably
greater today than at the moment of
the elections in June, when, in coali-
tion with the Christian Democrats
and a few splinter leftist parties, his
Popular Action Party won only
slightly more than the necessary
third of the votes. “This promises to

DELMAS

be the best government we’ve had in
fifty years,” a young businessman
who had not voted for him said to
me. Of course, there is relief that
after a year of military government
the country is back on a constitu-
tional basis. More important is the
exhilaration that things are moving
at last in ihis country where, to an
even greater extent than elsewhere
in Latin America, the social pattern
is feudal and the business pattern
that of nineteenth-century laissez
faire. Even those most attached to
the status quo—the great landhold-
ers, the bankers, the mining interests
—seem willing, for the moment at
least, to bow before the fresh breezes.
The center of controversy has moved:
it is no longer the need for change
that is in dispute, but Belatinde’s
somewhat hit-or-miss methods.

IT 1s THIs very heterodoxy, however,
that has permitted the president
to bring together many scattered
impulses toward reform. It explains
his present superiority over the APrA
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(American Popular Revolutionary
Alliance), his chief opposition and
the oldest, best-organized, and most
coherent of the non-Communist Left
parties in South America. Apristas
have been preaching reform for
thirty years, often from jail, some-
times from exile, and, during the last
administration of President Manuel
Prado (1956-1962), from a sort of
limbo known as convivencia or “liv-
ing together.” Apra, however, as the
instrument of class struggle in a
highly class-conscious country, has
inspired more hate than love. “Peo-
ple didn’t so much vote for Belatinde
as they voted against APRA,” I was
told; and my middle-class informant
added, “Apra is still not quite re-
spectable—it’s too Indian.”

Although not particularly wealthy
himself, Belatinde, an architect, be-
longs by birth to the upper class.
Thus unhampered either by social
stigma or a rigid ideology, the presi-
dent has been promulgating new
measures thick and fast. One of them
has met with almost universal ap-
proval. This ended an archaic privi-
lege of the great banking families by
nationalizing Peru’s private tax-col-
lecting agency, established in 1905
by the leading commercial banks to
act as trustee for government revenue
already pledged to foreign creditors
in Peru’s then bankrupt state. It
charged a fee for its services; some-
times it lent the government, at in-
terest, taxes that had already been
collected. When it tried this with
Belaunde, the ax fell in a matter of
hours.

On the same day, August 9, an-
other decree lifted all import duties
on cement, to counter an announce-
ment by local manufacturers of a rise
in price. Both of these spur-of-the-
moment decisions served notice that
this was a government that recog-
nized no sacred cows.

Latifundistas and Indians

It is in the field of agrarian reform
that Belaunde’s action has been the
most drastic. Only a few years ago
the very phrase was anathema among
Peru’s ruling families. Pedro Beltran,
premier under President Prado, was
the first to attempt agrarian reform,
but his 1960 bill (which never came
to a vote) was chiefly concerned with
improving yields, opening up virgin
lands on the eastern Andean slopes,
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and preventing future additions to
the great estates. The division of
existing ones was not mentioned,
even though this is the touchstone of
all reform in a country beset by
the twin evils of large estates run by
absentee landlords and small plots
scratched by teeming, undernour-
ished families.

Belatinde’s first measure was a
palliative, designed to deal with the
immediate problem of squatters. For
years, particularly in the highlands,
groups of Indians have invaded re-
mote and undeveloped estates, driv-
ing their scrawny herds before them,
planting small Peruvian flags, and
staking out homesteads with the
meager building materials at hand.
Under Prado, such invasions were
repelled by force and often with
bloodshed. Belatinde’s solution was
simply to expropriate the invaded
land and some more besides for a
total of 185,000 acres, in favor of the
neighboring Indian communities.
These properties had been under
litigation for years as communal
lands of the Indian communities,
which under the constitution may
not be alienated. The present own-
ers, however, particularly the Cerro
de Pasco Corporation, which owns
twenty-five per cent of the lands ex-
propriated, maintain that their titles
are legal: all of Peru once belonged
to the Indians, say the landholders,
so by this criterion there is no clear
title even to the Presidential Palace
in Lima.

The expropriation decree has not
halted the invasions. Indeed, some
Peruvians feel that by sanctioning
illegal acts the decree has encour-
aged them. But the government, in a
further attempt to halt invasions,
felt obliged to give notice that future
squatters would find themselves last
on the list in the redistribution of
land under the agrarian-reform
program.

However disturbing the contin-
uing invasions, there is as yet no
evidence of a concerted campaign.
There is no Zapata, as in the Mexi-
can revolution, raising the cry of
“Land and Liberty!” at the head of
an armed horde. The invasions
rather resembled a natural phenom-
enon, like a landslide, the result of
the country’s appalling geography,
which provides less than half an
acre of arable land per capita. This

geography also provides insurance
against a revolutionary campaign:
each small valley is isolated by tre-
mendous mountain barriers. And the
whole highland region between the
Andean chains, where the popula-
tion pressure is greatest and misery
deepest, is walled off from the rich
coast by the arid, desolate Western
Cordillera.

ALTHOUGH the first expropriation

decree was only a palliative, the
government’s agrarian-reform bill,
sent to congress on August 12, goes
to the heart of the matter. This is
the most radical program short of
revolution yet to be presented in the
hemisphere. It states outright that
all land is subject to expropriation
except that directly worked by the
owners up to a maximum of 375
acres of irrigated land, or fifteen
thousand of dry pasture in the high
Andes. Payment is promised in gov-
ernment bonds at five per cent, ma-
turing in twenty years, on an evalu-
ation based on the average yield of
the previous five years “without tak-
ing into consideration speculative
values of any sort.” The new owners
will repay the government in “in-
stallments over a period of not less
than twenty years” and will be
charged two per cent interest on a
price based on an estimate of the
land’s potential. Preference is to be
given to the establishment of family-
type farms, but where conditions
favor industrial agriculture, co-oper-
atives are contemplated. The Indian
communities are to retain their an-
cient communal system. The reform
is to proceed by zones, the zone af-
fected to be announced by govern-
ment decree.

The Sociedad Agraria, the power-
ful landlords’ club, immediately took
two full pages in Lima newspapers
to blast Belatinde’s proposal. They
were all in favor of agrarian reform,
they said, but this one was uncon-
stitutional (because of deferred pay-
ment); impractical (small farms
could not produce as efficiently as
big ones, and the big farm owners
would immediately cease any new in-
vestment with the threat of expro-
priation hanging over their heads);
and anti-labor (what would happen
to the accumulated benefits of
union members employed on the big
plantations when employees became
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owners?). They even shed a tear for
the widows and orphans who would
lose their rented properties. They
querulously complained that the bill
goes farther than Belatnde’s own
campaign promises.

Less biased critics challenge the
bill on more solid ground. In the
first place, where is the money to
come from? Even granting the pas-
sage of a constitutional amendment
to permit payment in long-term
bonds, the amounts involved are
enormous. U.S. policy is to refuse
loans for the payment of expropri-
ated land, so this solution cannot be
resorted to. Even in the tremendous-
ly inflated budget for 1964, agricul-
ture is allotted less than $27 million,
as compared with more than $100
million for the armed forces and half
as much again for the federal police.
Since the redistribution of land, if it
is to be legal, must therefore proceed
slowly, why upset at a blow the
whole structure of property rights?

The greatest population pressure,
as the invasions show, is in the high-
lands. There agriculture is also
most backward; land is still scratched
with a wooden plow; fertilizer, im-
proved seeds, and insecticides are al-
most unknown. The workers are
little better than serfs, under the rule
of a mayordomo barely less ignorant
than themselves. None of Peru’s
complex social and labor legislation
has any force. Medieval forms of
punishment still prevail; Lima news-
papers recently carried the story of
a recalcitrant Indian who was pun-
ished by having his hand cut off. It
is not unknown for parents to “sell”
their children to cancel a debt. On
the vast, remote haciendas there
are no schools, no medical care, no
escape from the slavery of ancient
customs.

Merely to liberate these people
from the tyranny of the landlord is
not to solve their problem. They
must be brought into the modern
world not only technically but also
humanly and socially. The experi-
ment originated by Cornell anthro-
pologists on the Vicos hacienda some
ten years ago shows that this can be
done in a remarkably short time. But
to mount a program like Vicos on a
significant scale would require a vast
army of trained people—many more
than Peru could begin to provide.
Agricultural reform in the highlands
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will thus require a great deal more
than a favorable vote in congress or
the return by presidential decree of
some scattered communal lands. The
danger here, say Belaunde’s critics,
is that the destruction of the old or-
der without adequate machinery to
replace it with something workable
may simply produce chaos.

The Price of ‘Efficiency’

The situation on the coast is com-
pletely different. There on the great
irrigated plantations blooming in

the desert, where Peru produces its
valuable export crops—sugar, cot-
ton, and coffee—most agriculture is
modern and industrialized. Vice-
President Edgardo Seoane, who is in
charge of agrarian reform, has reas-
sured the owners that these proper-
ties will not be affected at present,
but he is suggesting a share-the-
profits program and worker partici-
pation in management. Even this is
probably more than most owners can
stomach.

When I visited one of the largest
sugar plantations in the world a few
years ago, it was entirely surrounded
by barbed wire, with armed guards

at the gates. I was laughingly told
beforehand that I would need a pass-
port to enter. Most of these enter-
prises have now been unionized,
sometimes after bloody battles, and
wages approach a dollar a day. But
they remain little private kingdoms,
with as many as ten thousand work-
ers, plus their families, living on a
single estate. There are towns, but
they have no legal status; the stores
are company stores. The best es-
tates provide decent housing, health
centers, nurseries, and schools. It is
enlightened paternalism but hardly
democracy. No one can hope to own
his own home or to take part in civic
affairs; even his comings and goings
are strictly controlled.

Granted all this, say Belatnde’s
critics, is it advisable to upset the
structure of these prosperous enter-
prises? Peruvians are very sensitive
about their balance of payments and
the stability of the sol. “If we dimin-
ish our foreign-exchange resources,”
they say, “where will we find the
money for our development plans?”

It thus appears very unlikely, even
in the present atmosphere of change,
that Belaunde’s agrarian reform
measures will pass congress without
serious modification. Belatinde does
not have a majority in either house.
Former dictator Manuel Odria’s
Unién Nacional Party, which as
much as any speaks for the land-
lords, has taken a constitutional
position: no expropriation without
immediate payment—tantamount to
rejecting the whole idea. Even Apra
has grave doubts about it, on the
ground that it is not sufficiently dis-
criminating, and therefore difficult
to administer. After having talked
reform for thirty years and been
roundly denounced as Bolshevik for
it, APRA is disconcerted to find that
Belaunde has stolen its thunder. In
opposition it can do little but dis-
play sweet reasonableness, a frus-
trating stance for revolutionaries.

Nevertheless this bill, by its radi-
cal sweep, has placed the issue
glaringly before Peruvians. It is no
longer possible to talk about agrar-
ian reform simply in terms of “the
other side of the mountain”—the
perennial colonization plans for
the eastern Andean slopes that Bel-
tran assiduously peddled as a remedy
for Peru’s land hunger. Belatinde
too is eager to open up that rich
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unexploited region; his pet project
is for a great highway down the
inner spine of the continent from
Ecuador to Argentina. But the tre-
mendous novelty of his bill lies in
its separation of the two approaches;
it tries first to right present injustice
and does not simply tell the landless
to go somewhere else.

HE QUESTION ARISES, of course,
whether those who have most to

lose by reform will once again resort
to force to prevent it. At the moment
the danger appears remote for sev-
eral reasons. The first is the new
political alignment in Peru. Of the
three major parties, only Odria’s
Unién Nacional represents the old-
time combination of oligarchs and
the leaderless poor behind a strong
man. The other two, Belatnde’s
Accién Popular and the APraA, are
both democratically minded and
bent on reform. Accién Popular may
have been formed with anti-Aprismo
as its chief cohesive force; its pro-
gram nevertheless is largely inspired
by APrA. The chasm between the two
is due above all to differences of per-
sonality, style, and social back-
ground. “If Belaunde were threat-
ened,” a leading Aprista said to me,
“we would jump to his defense. We’ll
have no more dictatorships in Peru.”

Furthermore, it is unlikely that
the military would intervene to pre-
vent reform. In Peru the armed
forces are not the expression of the
upper class. An army career is one
of the surest avenues of social mo-
bility open to lower- and middle-
class Peruvians. Although there is a
feud of extraordinary intensity be-
tween military and APRA stemming
from armed uprisings in 1932 and
1948, the armed forces today are sin-
cerely concerned about social reform.
Some observers note a Nasserite-
nationalist tendency among some
groups that might eventually lead
them to further adventures, but at
present they are pleased with them-
selves for having held successful
elections (with Apra losing) and for
having returned the government to
civilian control as promised.

There is a remote danger that
Belatnde’s vast promises may arouse
too many hopes that cannot be ful-
filled, and that the flood of accumu-
lated grievances may become un-
manageable. Then the armed forces
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might intervene “to restore law and
order.” Anti-reform eléments, indeed,
may be trying to provoke such inci-
dents.

Who Is Using Whom?

The immediate threat is more in-
sidious; it derives from the official
encouragement of the Communist
attempt to capture the labor unions.
The labor movement in Peru is
overwhelmingly Aprista; Belaunde
has no strength there at all, and the
deficiency rankles. Since the only
people who have any training and
experience in labor matters, outside
of APrA circles, are the Communists
and a few Christian Democrats, the
simplest way to break APRA’s power
is to use the Communists.

This maneuver has been tried be-
fore: by Odria during his dictator-
ship; by President Prado, who deliv-
ered the powerful bank clerks’ union
into Communist hands by granting
a Communist splinter group con-
cessions he had refused the Apristas;
and more recently by the military
junta. In October, 1962, the junta
encouraged the Communists, al-
though legally outlawed, to issue a
call for a national congress of labor
unions to “revindicate” the leader-
ship of the APra-dominated ctp
(Confederation of Peruvian Work-
ers). The congress fizzled as a mass
gathering, but out of it grew a par-
allel organization, entirely Commu-
nist-dominated, calling itself the
Committee for the Reorganization
and Unification of the ctp. This
committee has consistently enjoyed
the favors of the labor ministry, both
under the military junta and the
present government.

On September 2, the ctp called a
general strike to protest a five-month
lockout in a large ceramics factory,
the dilatoriness of the labor minis-
try in dealing with it, and the shoot-
ing of an invader on one of the
expropriated haciendas. The pre-
vious general strike, called by Apra
labor leaders to protest the military
take-over in July, 1962, had failed
because, it was said, its purpose was
purely political. This time the ctp
ostensibly had a labor issue, even if
a minor one. The real issue, which
it dared not spell out, was to show
the hostile labor ministry that it was
a force to be reckoned with. Imme-
diately, however, the Communist

committee jumped in with a similar
strike call: if the strike were a suc-

cess, the cTP could not take all the

credit.

The plot was thicker than that,
however. At midnight before the
strike, Labor Minister Miguel Cus-
sianovich received the Communist
committee and settled the lockout
by decree. The cTtp was out on a
limb but maintained the strike call,
naturally with small success. Several
businessmen said this was the first
time in their lives they were sorry to
see a strike fail.

The government strategy, of
course, is simply to use the Commu-
nists. Belatinde welcomed their sup-
port in his election, although he says
he did not ask for it. It is true that
in the distribution of offices he has
not rewarded any well-known Com-
munists. It is also true, however, that
in university elections throughout
the country his Accién Popular is
throwing its votes to the Commu-
nists, thus giving them control of
these traditionally APrA strongholds.
The Communists are not numerical-
ly strong in Peru. But Communists
at the head of the unions and the
student federations multiply their
strength a thousandfold.

Happily, the Communists them-
selves are divided into various fac-
tions. The Russian-Chinese split is
felt acutely here. Trotskyites, who
are relatively strong, are showing
marked sympathy for the Chinese
faction.

IN spITE OF all the recent alarms
and excursions, the business cli-
mate remains remarkably steady, the
soil firm, and the growth rate one
of the highest in Latin America—an
estimated 9.8 per cent for this year.
But real economic progress will de-
pend on the integration of the un-
productive fiftysix per cent of the
Peruvians whose income is no more
than $80 a year. The modern sector
—some five million people at the
most—is simply too small to support
even light industry on economic
terms, and only industry can eventu-
ally provide jobs for the increasing
landless multitude.

Belatinde’s sympathy and enthu-
siasm have been useful in dramatiz-
ing these problems. What is more
difficult is to channel this fresh cur-
rent of good will and to sustain it.
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U.S. Farm operations,
U.S. National income,

U.S. Farm Operating
income,

Liquid assets, U.S.,

Chile, Farm ownership,

Denmark, Farm
ownership

lowa, farm operations

California, farm
operations

Brazil, farm
cunership

Venezuela, farm
ownership

Nile Delta, farm
ownership

+ Estimated

Note:
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Accuracy of Latin American figures subject to wide variation.

Meaning of Lorenz Corcentration Ratio (LCR):
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