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FOREWORD 

This book is based on a xris of ad& 

ten months of my service as United Sta 
from October 1661 to 
intended go explain the philosophv, purposes, and work- 
ing methods of the ~ k r x c e  for m ogress^ to anaiyze 
d t i e s  and obmc1s codran- the prograxq and to 

1 terrain m i d d y  held m i n t n d e m a a h p  
e material has*been edited to remove p e l y  

or topica? references. LM&o~& + specific e m p 1 6  of 
projeers or problems are natwedy dratvn from experi- 
ence in Brazit the main nibrrmx of the book is con- 
cerned n;i& the e for Progress as it aifects tbe 
whole of Lark b e r i c k *  

* Sh&w versions d rfte sune ad&- t ~ ~ t x h e r  ~'t* one b e f a  
dr X a t i d  War CoBege In &hv 1962 w "Am& 
Foreign POET?: The Cold War and Larin &exk&* were 
h P  in Oxober l%Z1 See h c o h  Gardm €2 

FOREWORD 

Rio de Janeiro • December 1962 

* * * * * * * * * * * * * 

This book is based on a series of addresses delivered by 
me before various audiences in Brazil during the first 
ten months of my service as United States Ambassador,. 
from October 1961 to A~O"USt 1962. The addresses were 
intended to explain the philosophy, purposes, and work­
ing methods of the Alliance for Progress, to analyze diffi­
culties and obstacles confronting the program,. and to 
dispel certain widely held misunderstandings. 

The material has been edited to remove purely local 
or topical references. .! .. \lthough specific examples of 
projects or problems are naturally draw'll from experi­
ence in Brazil. the main subst:mce of the book is con­
cerned with the Alliance for Progress as it affects the 
whole of Latin America." 

., Similar .".ersions of the SWle addresses. together ""ith one before 
me Br.!?i1ian National War Conege in l\I:ty 1962 on "Americm 
Foreign Policy: The Cold War and Larin America.,'" were published 
in Pormguese in October 1962. See Lincoln Gordon. 0 I!rog:resso 
pela Alimfa (Ric- de Janeiro: Distribuidora Record). 



The idea of the Ahnce for Progress was Iamched in 
an address by President J U ~  F. ~ e ~ e d ~  to La& h e r -  
ican represenmtives assembled in the UXte House on 
March i3, 1961, It at once became the nib jea  of active 
discnssion in ali the capids of this 
Council of the Organization of Ameri 
promptly resolved that ir should be considered by a spe- 
ciai meeting of the her-American EOHO~C and Sodas 

erial level. This meeting took place 
I to 17, 1961, at Punu! del Este, Urnpay, 

delegzdions were led by M*m of 
Finance or Economv (in the olse of the United States 
by the ~ecretary ofd~the  re ~ u t  of rhis meeting 
there emerged the basic do 
Declmdion to the Peoples 
of Pmta del Exe-which are reprinted in the appendix 
to b k *  

These were truly mddaterd agreements* reflecting a 
consensus of the signatory delvrions (ie., all of the 
twenty-one Ameri.cm republics except Cuba) and taking 
lago accomr su ns from d quarters, The agenth 
and the background papers for the Gderence b d  been 
prepared by specid working grc3.u~~ o 
OAS -kht Secretary General for 
Social Dr, J~rge Sol, together ~6th die President 
of the Inter-Americm. Development Bank, DL FeEpe 
Hemera, and the Secretary of the United Na- 
tiom Economic Co for Iktin rka ( E m ) ,  
Dr. Rag Prebisch. 

4 • A NEW DEAL FOR L-\ TIN AMERICA 

The idea of the Alliance for Progress was launched in 
an address by President John F. Kennedy to Latin Amer­
ican representatives assembled in the \Vbite House on 
March 13, 1961. It at once became the subject of active 
discussion in all the capitals of this Hemisphere. The 
Council of the Organization of American States (OAS) 
promptly resolved that it should be considered by a spe­
cial meeting of the Inter-American Economic and Social 
Council at Ministerial level. This meeting took place 
from August 5 to 17, 1961, at Punta del Este, Uruguay, 
where the national delegations were led by Ministers of 
Finance or Economy (in the case of the United States 
by the Secretary of the Treasury). Out of this meeting 
there emerged the basic documents of the Alliance-rhe 
Declaration to the Peoples of America and the Charter 
of Punta del Este-which are reprinted in the appendix 
to this book. 

These were truly multilateral agreements, reflecting a 
consensus of all the signatory delegations (i.e., all of the 
twenty-one American republics except Cuba) and taking 
into account suggestions from all quarters. The agenda 
and the background papers for the Conference had been 
prepared by special working groups organized by the 
OAS Assistant Secretary General for Economi::: and 
Social Affairs, Dr. Jorge Sol, together with the President 
of the Inter-American Development Bank, Dr. Felipe 
Herrera, and the E."{ecutive Secretary of the United Na­
tions Economic Comm.ission for Latin America (ECLA), 
Dr. RaUl Prebisch. 



The Alliance for Pr is a major undertasng ia 
int for sustained economic and 
social progress in Latin bmesica* It is bv a far rhe most 
ambitious Such nnde ever subscribed to by- the 
Wksem Hemisphere go'TrXements, But is concepGwere 
not suddenly born in the year 1961, As a member of 
President-elect Kennedy's Task Force on Latin Amer- 
ican Policy in late I!?& and an active partidpant in the 
advance prepmdons and the ussions at the Con- 

earlier La& on the causes of eco- 
nomic underdevelopment and the measares most Eefp 
to accelerate both ;conomic and sodal progress was of 
the gat= possible ~ B U ~ I I C ~  in the f ~ G d i d ~ . n  of ~ n r -  
rent United States policies. The 

1 
out of a series: of pohei 4 prop by various Latin 
he1Fian statesmen. and other Ieaden of opinion* 

Among those policy propodst the ~ & d v e  of Brazil- 
ian President fusceho Kubi~chefr in iMay 1958 for 
"Openti~n Pan America" was of specid impomnee, as 
is reco,onized in h e  very t:& af the Chmer of 
Este. It pave a new imp 
tion in the economic a 

tion in 1959 of the in 
in response to a Ionpiheld desire of 

nits9 and the a;jioPes.0]531 in Sep- 

FOREWORD· S 

The Alliance for Progress is a major undertaking in 
inter-American collaboration for sustained economic and 
social progress in Latin America. It is by far the most 
ambitious such undertaking ever subscribed to by the 
\Vestern Hemisphere governments. But its concepts were 
not suddenly born in the year 1961. As a member of 
President-elect Kennedy's Task Force on Latin Amer­
ican Policy in late 1960 and an active participant in the 
advance preparatiom and the discussions at the Con­
ference of Punta del Este, I can state with authority that 

• 
earlier Latin American thinking on the causes of eco-
nomic underdevelopment and the measures most likely 
to accelerate both economic and social progress was 'Of 
the greatest possible influence in the formulation of cur­
rent United StateS policies. The Alliance for Progress 
grew directly out of the background of years of analysis 
by the Inter-.American Economic and Social Council and 
the U.N. Economic Commission fc).r Latin America, and 
out of a series of pohcy proposals by various Latin 
American statesmen and other leaders of opinion. 

Among those policy proposals, the initiative of Brazil­
ian President Juscelino Kubitschek in l\Ilay 1958 for 
"Operation Pan America" was of special importance" as 
is recognized in the very t:de of the Chaner of Punta del 
Este. It gave a new impetus to inter-.... \merican coopera­
tion in the economic and social fields. Its first concrete 
results were the crea.ti.on in 1959 of the Inter-American 
Development Bank~ in response to a long-held desire of 
La.tin American govemments~ and the adoption in Sep-



caber 1960 of the A a  of Bogat& with the s u b v e n t  
creation bv A the United Sates of a special fund of 5 0  

on dohm to assist accelerated s&cial progress in the 
Hemisphere. The propod for ~ ~ e r a t i o d  pin 
was the seed from which the XIbiance for Progress took 

In its fim vex, the ace has enjoved J many sue- 
cases, but irehas afso encountered many obracks and 
engendered some pobments. There has been offi- 
CS discussion in the ibEtr~3rwiiican of a "crisis" 
in h e  nce." Many of the obstacles and disppoint- 
mens are cemented on in the chapters tihat foUawY 

il 

The mood of seif-analysis and conmcrive criticinn is 
a hedzhy one. There is ce v ample scope for kn- 
provemeat in o ewe, in working 
mehods both in Ladn Aberica and in the Unired States, 
in anangemems for couabomdon by other capital-sup- 
plying  ati ions and htern"r%God Grn~ans, and above 
all in the mddateral poEsrid impetus required to make 
the program a success. 

The success of the ce for Progrs is, in my 
opinion, indispensable to rhe furure of political ~ibe'tp). 
aS well as m&rid. prosperity, in this Hemisphere. I 
believe dmr the basic concepts of dhe Charter of 
del Ene are sound, and that they deserve the close at- 
tention and full support of edqhtened - opinion in die 
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tember 1960 of the Act of Bogoci, v;,ith the subsequent 
creation by the United States of a special fund of 500 
million dollars to assist accelerated social progress in the 
Hemisphere. The proposal for Operation Pan America 
was the seed from which the ... "-lliance for Progress took 
Its 0rIg"'...fl. -In its :first year, the Alliance has enjoyed many suc-
cesses, but it has also encountered many obstacles and 
engendered some disappoinnnents. There has been offi­
cial discussion in. the inter-American family of a "crisis" 
in the ... -\lliance. '* l\tlany of me obstacles and disappoint­
ments are commented on in the chapters that follow. 
The mood of self-analysis and constructive criticism is 
a healthy one. There is certainly ample scope for im­
provement in organization and structure, in working 
methods both in Latin .America and in the U mted States~ 
in arrangements for collaboration by other capital-sup­
plying nations and international instirurions~ and above 
all in the multilateral political impetus required to make 
the program a success. 

The success of the Alliance for Progress ~ in my 
opinion, indispensable to the future of political liberty~ 
as well as material prosperity, in this Hemisphere. I 
believe that the basic concepts of the Charter of Punta 
del Este are sound, and that thev deserve the close at-.. 
tenoon and full support of enlightened opinion in the 

.. See Organization of American Stares" Inter-American Economic 
and Social Council First Annual Meeting at the Ministerial Level. 
Report of the P:mei of Experts to the Inter-American Eccmomic ami 
Social COU'IlCil, Washington. September 1962. 



free world. I hope that this 
conrribittion to a berm p 
program for c o a s ~ c ~ v e  democradc revolution the 
Hemisphere-for a true "new deal" in Latin a. 

FORE\v'ORD . 7 

free world. I hope that this small book may make some 
conociburion to a better public unde~n~ of rlHs 
program for constructive democratic revolution in the 
Hemisphere-for a true "new deal" in Larin America. 



PURPOSES OF THE 

ALLIANCE FOR PROGRESS 

e f a  Progress? In a sme:aeeS 
ooperative efforr n, accelerate eco- 

d social pro~ess  3 throughout Latin 
democratic i~sti&dons based 

In effort the United States is prepaned to devote 
. Cher &e ta 

years now en*~d, those 1r iU be comparabk 
in dolJar amount to what went into the M m h a  P h  
for I$Testem Europe's p 
total outside remuc 
far exceed the  mars 
Smtes Congress has shown vi-mus s suppan for this 
program on the condidon that it mees in ptscdce the 
high 
publics in the r of Purim del h e  on A 
%961** 

I 

PURPOSES OF THE 

ALLIANCE FOR PROGRESS 

* * * * * * * * * * * * 

What is the AHiance for Progress? In a single sentence, 
it is a sustained and cooperative efforr to accelerate eco­
nomic growth and social progress throughout Latin 
America, working through democratic institutions based 
on respect for the individual. 

In this effort the United States is prepared to devote 
very large amounts of public resources. Over the ten 
years now envisaged~ those resources ,vill be comparable 
in dollar amount to what went into the Marshall Plan 
for'Vestern Europe's post\var economic recovery~ The 
total outside resources available for Latin America should 
far exceed the Marshall PIan nugrurudes.. The United 
States Congress has shown vigorous support for this 
program on the condition that it meets in practice the 
high standards subscribed to by twenty American re­
publics in the Chatter of Punta del Este on August' Ii" 
1961.# 

• For text: see page lIS. 



Xst  A &mt* DE4L FOR L%T= A LEE.RlC4 

This mu= be r Eon because the manrse of 
the task iS a tong --much Ionoer a and harder 
than that uf European af rccavcrp;, Much of Latin 

erica, don* cities ~ktikc Rio de Janeiro, 
SZa Pado, and Buenos Airs* suRers fmm 
and technicall back~va.rdncs in xhc cam 
gIaring deficiencies in educarioa housin 
hdtf i ,  frorn eqlosive forces of popuhdc a i ~ c r  
from w m h  in economic and admirrisza6~e 

meet rhc dtmands i m p e d  u p n  

Latin American 

be ichieverl %far: an  he outside can supple- 
ment md rtr domenic cffcjns; tve san xnd t ' ~ a i l 1  
help fim.n rechnicdy; but our cf'iurts sir: 

=enemxed fram w-idxb. Nor is rhE; 3 
nee mcrrtv a mmner of b&terd caspemdon be- 

Ir calls far a ~ a j o r  part re be phycd by &ta~-Ameriem 
mrions by the ~vorld-wide btentzdanal ~gtgencia~ 

2nd bt; the ofhcz ntore i n d w ~ & c d  cuuntries abk m 
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This must be :': SUStained effort because the nature of 
the task is a long and hard one-much longer and harder 
than that of European postwar recovery. l\tuch of Latin 
Ameri~ alon~de its ~eat cities like Rio de Janeiro. - "" sao Paulo~ and Buenos Aires, su.ffers from deep poverty 
and technical back"'wardncss in the countrYSide, from 

• 
glaring deficiencies in education.. housing, and public 
health, from explosive forces of population increase.. and 
from weaknesses in economic and admiri istrarive struc­
tures which must be remedied to release the vast poten­
tials of this continent for rapid gro\\"'Ch. Democratic 
institutions in Larin America are on mal as never before 
to rest their capacity to meet the demands imposed upon 
them for social and economic progress. 

The Alliance for Progress must be il cooperarive effort. 
\Vithout the enthusiastic devooon of Latin American 
ra1em:s~ energies" and resources to its purposes, no b.sting 
results can be acrue\'ed.\Ve on the outside can supple­
ment and complemem domestic efforts; ,ve can and \YiU 

help firtlociilly and tcchrtjcilly; but our efforts c.mnoI: 
subsrirutc for chose ~enenlted from within. Nor is this 

'"' Alliance merely a maner of biliuer:.ti C(1Operation be~ 
tvofccn the United St::nes:;md C".lch Larin American runon. 
It ClHs for :a IIlajoI' pan [0 be played by inter·Americm 
ioscimrio~ by the \\'odd-\I:ide mrt.:rtt,"!;rlon:ll agencies, 
and bv the orner more indu::rrrhdiud countries able to .. 
help. The progr.un includes irUerrlltlorul coopcnrion 
for the strengthening of ca!am commodity markets,. 



nombly that of coffos. It Imb ra a srcrrgha6i;r%g of 
ec~nomic des within Ladn ,+meria throltg!~ L. f n e  mde  

and common rnarkea asd throuofx 3 reinforwri 
on in science, r 

role of Imd ip. indeed* rhe 6%JLiancc for 
much rhe same in principk as the Bnz2ian idea af O p  
eizaion Pan .4rnc~af and I fwk-e &aatahr rfrat the pro- 

naa. und~rn1$? mi&r gc x r d f  be Glfed "9,emdon 

tower &an coald 
pht&mt md hamn re- 

ques ;f pro-odu~%sn With- 

b~qacs, mare ind 
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notably that of coffee. It also looks to a Strengthening of 
economic ties within Larin America through free trade 

'"' areas and common markets and through reinforced coop-
eration in science.. rescarch~ and specialized education. 

In all these fields" Brazil can and should have a major 
role of leadership. Indee~ rheAlliance for Progress is 
much rhe same in principle as the Bra::ilian idea of Op­
ei'aoon Pan AmeriC4, and I ha,,"c thought that the pro­
gram now underway might ", .. en be called "Operation 
Alliance." 

The AUi:mC'e for Progress Ct-np~.asizes the twin goals 
of economic de\'Cl 'pmem and social progn.'SS. These 
goals are Siamese nvins. Production.md livirlg stmdards 
in Latin America are low-vel')" luuch lower mm could 

• 
be secm"ed from tbe available ph)'-slc:d :md human re-
sources and the known techniques of produL"rion. \Vith­
out higher production. which Iut"J.ffS economic devel­
opment. the people can.not enjoy decent standards of 
nutrition. health. clothlng~ housing. education-the ma­
terial foundations for humav diemrv ~ H~her ·prodtlctioo 

~-.. .. 
;r;quires public and private capital invesmlf:n~ new agri-
culnmd teChniques.. mort: ind~tion., ~.sion of 
e,:~po~ and all the other dements of economic modern­
ization. But mere im:rC".1SCS in production will not ~Ct' 
unless t~eir benefits are \\-iddy distributed among <ill 
clllsxs of s.Jcietics; md am.:1dg all regions of me· mtion. 
Nor ",-ill d-:vdopmcm meet the ultimate testS of ~. 
unless .ill sectors of soden- feel dle:m~l\"es tG be full 

~ 



'&page in the p r m s  of devefo t. me ~lrxceps 
t the em&- 

% and own= ixx rhe cammon af &@ prdw- 
don and broad ds~buriaa of goofs, and xmicex h r  

dz, md ui-t rhe infwmI mecha 
of hamanv mcl 

d to suit a &a=;ato 
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participants in the process of development. The concept 
of the A..lliadce for Progress does not permit the conti­
nued existence of large masses of "forgotten men.'~ 

In these resptcts" the Alliat\ce for Progress. firs. squarely 
with the precepts of th: .recent Papal Encydial it:tateT n 
Alagistra. As one .reads the teachings of that Encyc~ 
one is struck by the fact that the VVestern tVodd in its 
most developed pans has come closer to achieving its 
noble aspirations than any other society today or at any 
rime in hisrorv. Our S}"stem of education comes doser to .. . 
meeting the idea! of true equ.ility of oppornmity. Our 
system of labor relations comes closer [0 barmon:izing the 
interestS of manual workers. salaried employees;. man­
agers, and owners in the common goals of high prodtv.:­
tion and broad dl'Sniburion of goods and services. Our 
systems of progressive tzL'\;lrion and grut1"3!'tteea som) 
security come closer to insurif\g thall ill sh;,u~ equitably 
in the public burdens and tk.tt none of OUf cit~(ns is· 
left bypassed by the rides of economic and social cha~. 
,iVe ha\"e many deficiencies and much to irnpro\'"e .. and 
we advert.ise our deficiencies ,'\iddy through;} free press 
whose very existence is a..q 3SSUrnnce that conccti'llie elM 
Eo ITS will be made* 

\Ve have accomplished all thls\\'idlontpatenulism by 
a few, witbOt..lf conctntr<1tion of power in irresponsible: 
hands, and without t'heinferMI mech.arusms of 3 pot~ 
state cn:ating 3 false image of hal'llIDny ~nd popular sup­
pott~ manufaa:ured to suit <1 dia:noml dite which mlles 
colonia! subjects of its: own peoples.. Contl"ilSt this with 



she new tt. cs z$+hich nrrxst bail$ em wails 
4 by -hrk& scirc 2nd policed by rnPPeL ** ghrr, 

chine a mns, and ta keep their diss.aIr;m&ed cieens 
t && maners br;rzmlv 4' d.exl;rbe as ban 

af the dllimce fot 

cul,mrs! mditMns: 2nd p r e n  th3; each Will find in 
d exprckom, md that the world 

rhcit mrrtwl inrer- 
e is clne conmwa: rk.e 
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tbe new tyrannies which must build conc:rete waHs 
topped by barced wire and policed by floodlights .. ma­
chine guns~ andttr:ks to keep ti1elr dissli1ti~ed citizens 
from esctping what their masters: bruenly describe as an 
eanhJypar;adise. 

It is not the pu.rpose of the AUi~mce for P:n-tgress: to 
impose a ~onh American way flf Ufe on Larin America" 
\Ve know that each Larin AmeriCJfl nation h<lS its own 
culmral mdirioa~ and potenthls:. that C',J,ch will find irs 
own ~I [o:r.rns :rod expressions.. :ilnd that the world 
will be enriched by their d,i"'ersltv and their murua} inttr-. , 
c~ But in l\his dive.mn:" mert is one. constant: the - .-
common devotion to democl".1ric ir.sritutions and resptct 
for the hw:n:;m individwl Llt;r; America has· had its fill of 
diaatorships.Brmlforrutt:itcly suffering t~"S hom them 
man most of her S~~spellcing neighbors. It i~ our 
common purpose to d.;!n(.)n:st!" .. ue dur: fret: institutions 
c:.a..fl and will mea lhe ullueritl nct:ds (;if men working 
rogcrha through methods :rod lelders of their OW'll 

chocsing. 

Let me comment bodly on the methods tu b(: used 
in me i\ifumce ffJf Pr~~ Thefe' zue tw'o points of 
~~ imponmce~ Sj"Slmt1tlC ?b~4U-Ung fot' cconom.ie 
md roci::tl devclopm(:nr~ ~nd fhe principle of sclf~help 
:rod insrirutiort1l rcl'oml~ 

As the Chane.! of Jlia:nt:l del E5tt utl}.;:es d~t. Ge'1tclop­
mer.! plan,ning docs not t:lelfl S¢X.iaw.a;non. \VMt it docs 
mtan is the tst::loUshm'C'!:lt of ta,rgets f'Or pabiicinvest~ 
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tnent in fields of high priority· (and by impliotion the 
elimination of those of low or no priority); the applica­
tion of sound eng'~-ieering and economic standards to 
public investment projectS; an appraisal of the balance­
of-paj'ments problems: invohted in the program; the pr()-­
vision of adequate machinery for public adminb-uarion 
and for cooperation bet\,·een government and private 
org:miz2rions; and me adoption of6scaI and monetary 
policies to promote de1;--elopment without inflation. 

\V'ttbout this kind Qf program. the effQrt for accel­
erated development \\~ be undermined by the squander­
ing of limited t'CSOW"CeS on low-priority uses:, by the 
~mt t'.f intt-a:oonary prcs.su.res.. and by them­
~ of 2dtuinlstt2u\,c rrtlchinery to dQ what is 
needed. None of us familiar with Lrin Amman history 
dnftno. m:mr vears need think vent h:ud to find dramatic 
----~ # • 

and p.rinful c:.umples of these fadings. No!;' C2n develop-
ment pJ:mn.mg be merely on p3per; it must be g~red to 
the budget and to the red. oetlta5 of decision-nuking in 
the opcating ministries and other agencies comroll.ing 
inv(:sunmt funds. 

A ~ dtvelopmentprogt:ml is itsclf a major element 
in the concept of self-help and h"l.srirurional reform. I 
sne:!Jlscd eutiu that outside rcsou.rct.s~ thOUgh indispensa­
b~ em only supplement: domesnc Larin Al'llerian cf~ 
forts for dC\'dopment~ Seli-help means both an adequate 
conr:ribm:ion of domestic rcsources to the needs af high 
priority and tbe carrying througb of nccessa.ry stro{.."tUl'al 
improvements in sum fields as i2ru1 tmure. en systems 
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and tax admi.nisrrarion, educational insrirucions~ capital 
markets., and the machinery' of public administration. It 
means systematic efforts to srimu.~a:e sa\;ng-s anJ their 

~ -application to investments essential to national grO\\"th .. 
Brazil today, like many other countri~ is beset with 

grievous day-to-day difficulties in the rising cost of liv­
ing, in labor relations, and in other fields. \Ve do not 
look for miracles. lnche immediate task of economic 
stabilization" we are providing substanria1. assistance, but 
we also know mat although stabilization is imperative.. it 
will not by itself soh"'e aU the urgent problems confront­
ing the nation. \Ve also recognize that econ<-_ruc under­
development implies some degree of administrative under­
developmen~ and one 3SpCcr of the program is d~aned 
to pro\i;de needed technicians and training progr4~.lS to 
build up the cadres of specialized teclmicJ.l personnel 
which are still woefuUy inadequate i..n most of Latin 
America. The target is not perfection~ but rather dear 
and consistent movement in the desired direction so that 
,,;Sible progress can be made in short order, 

Nor is the A lliance for Progress purely a matter of 
cooperation among glfJ'venmle7Hs. If its goals arc to be 
reached" a very large part will have to be played by 
private enterprise-Larin .. l\merican, foreign, :lod perhaps 
especially joint ventures. If in recent years: there bas been 
an nnforrunare and \\tidespread error in ;lSSuming ·that· 
private enterprise alone could bring 200m: adequate de'­
velJpment in Larin Americ-.l, ';'~'e should not now over­
compensate that error by assuming that private enterprise 
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is of lime importance. In the vast bulk of manufactu.dng" 
mining, agriculture., commerce~ and finance, private en­
terprise is the dominant and the most productive form 
of eco.lOmic organization. These sectors cannot mo\:~e .... 
fOf\vard "ithout new innsnnenr, ne\vtechniques:.. and 
more effective management. To aU these needs:., foreign 
companies have made and are continuing to make enor­
mous contributions. To be welcome, a foreign enterprise 
must be fully a part of the community .in which it oper­
ates., receivin.g a fair return fordsks undertaken and 

"-' 

for capital and technique imported from abroad, but 
providing its main economic benefits to the host country. 
The record shows that ·this has in fact been the case: ""ith 
the great IDaJ"ority of i\meric:m foreign investments in 

..... - It ~ 

Brazil I only 'wish that sometimes the investing com-. -
panies devoted more effort to letting the facts-bets on 
their pro\:-ision of iobs~ of training. of payrolls,. of taxes 
paid. and of profits reinvested-be more widely known. 

FinaU\,,, why is the United StlttS lntc:n"Sted in theAJ-
~ ,.; 

liance for Procrrcss?\ Vh.y should our Congress. acting: 0-. _ ~ 

on behalf of us taxpayers., be conunittit1g large resources; 
to this effort? The ;l.DS\Ver lies in the conviction that a 
prospercus" free~ and self-reliant Larin America is essen­
tial to the kind of \f .. orld in ,\~hich \ve of the northern 
part of the Hemisphere can :llso pun'Ue our aspirations 
for a life in freedom :md dignity. This is not ;l mere mat­
teT of economic arithmetic, although we a1S(~ know tNt 
Prn;mprous neiO'hbors nuke ~ood tr'Jdin~ u;lnners~ Nor --r- ~ • _ 4 
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is it a matter of political arithmetic; we k'llOW that real 
allies cannot be bought and \"Oe welcome the voluntary 
cooperation of our Latin American friends in world 
affairs because we share the same vie,,"S toward peace 
and freedom in the world. 

The basic reason is that we l'11o\,,~ that the U aired 
States cannot sllrvi\'te as an isolated island of prosperity in 
a shrinking world in which brge numhe.fS of people 
lack the essenri:als for a decent life. \Ve know that oW' 
own fumreis indissolubly· linked with the success or fail-

'" nre of this common effort. The human qualities of 
peoples such as the Brnzilians~ and the potenri;.dresomces 
at their disposaL, give us confidence that they ,,,-ill find 
the ways to overcome the obstacles of the present and to 
assure for themseh-cs 1.11 meaSU!':able time the bright and 
free future which is their JUSt dcgn. 
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BENEFITS FOR THE 

BRAZILIAN PEOPLE 

Some rime ago, \vnen 1 "'~:lS still a priv:uc citizen., a 
distinguished member of me United Statts &~te who 

""' was v'isitln2 Bt'JZ.il for the first tune :lSkcd my advice - . 
whether he should go ro S;io Paulo. He said that he had 
heard that it W;1S the Chicago of SOuth Ametica. and 

~ 

he saw no re-J:son to visit :i St:.'Cond Olicago. Becauscl 
knew Sao Paruo1 both z a syrnb()l of dynamic t."Ctmomlc 
progress and 35 :1 world-hmous culrur:ll center, { told 
him that he must see 830 Paulo, and he' did. 1 S;l\\' him just 
after his rerum. Full of enthtniasm, he said that it was 
an injU!l>"tice to liken S;io Paulo w C'1icago. He found 
S3oPauIo :l. quire superior "-tty,, except for the absence 
of I~ke .\lichlg;;tn. :lna he thought that Paulist:l energy 
might c.,."tn CFC"Jte ;l second i...lkc ,\lichigan if me resi­
dents were so inclined. (Perhaps I should add that the 
SeJt1ror is not from the Stare of Illinois.) 
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Keeping .in mind Sio Paulo's: forceful but disciplined 
energy as an illUStration of what Br:a1iIians: are capable 
of, let us examine the broader question of economic and 
social development in Brazil and how "Operation Alli­
ance" may bereIared to it. I suggested this teon earlier. 
not only to show the intimate reladoi1.ship oetv.teen the 
Brazilian proposal for Operation Pan America and 
President Kennedy's proposal for an k'\,Uh:mce for Prog­
ress, but also to emphasize mar the progrnm adopted at 
Punta del Este is intended to be truly operational-to 
produce concrete results: in measurable time. And I dis~ 
cuss this theme not only as the Ambassador of a friendly 
nation which places the highest hopes on the future of 
Brazi4 but: also as a professor and student of economic 
de1relopment. 

The Declaration of Punta del Este described the Al­
liance for Progress as "a V~'1: effort to bring a better 
life to.ill the peoples of the Continent~U workingrhrougb 
democratic institutions for accelerated economic and so­
cial devdopment* The Charter of Punta delEste sets 
forth targets for economic and :social progress :lnd out­
lines ways and me3:;lS of acrue\-ing these targets through 
national development programs"instirotioruU improve'­
ments" and the mobilization of public andprivare re­
sources for these purposes from within Larin AmmQ." 
and from North American and other ou~ide sources., 
on a ""ery large: scale~ The Dedar:loon and Charter de-
5en'C the most careful study by any' citizen of the Amec-

..,,: <I 



Iy interad  in the p r o ~ e s  of .k counny and 
the he&Phee.* 
B I;as enjoyed + an impr e degree of economic 

so'tx.~h during the v since the Second tX.brld \xi'a.r* 
in Large pan focusel on the I )  and Smre of SZo Paulo. 
But this-& onlv d a b * 

'nq. .rr tT;ith a high rate of popu- 
latian , o r % g w t h ,  with a condnuous movement of people 
from &anmyside ro cities, 8 has a need for deGd6p 
ment rhat iswnetr'erendingq %&ether viewed in  ems bf 
jobs for the 1ab'or force or ia te csf netds 

~~~C L* There s e  the 
d s a ~ o d  
and other 

fie hdhI  There are the problems of l a d  
tenure, of of nnrnget democrdtt;~ made 
uniom of mtivs, ;;ld of ather needed 

onaf improvemena. +And there 3t.e the 

f th3t all B r d w s  ~vould aclree P on th 
iectica, arr the objeniva of Qperad 

r 

20 • A ~"EW DE.~L FOR LATIN A.MERICA 

ieas truly interested in the progress of his country and 
the hemisphere." 

Brazil has enjoyed an impressive degree of economic 
gro\\''t:h during the years since the Second \\Todd \Var~ 
in large part focused on the City and State of Sao Paulo. 
But this is only a beginning. \Vith a high rate of popu­
lation growth, with a continuous movement of people 
from countryside to cities, Brazil has a need for develop­
ment that is never-ending~ whether viewed in terms of 
jobs for the growing labor force or in te.tmS of needs 
and desires of the people for a truly modern standard of 
living. There are the urgent social problems of inade­
qu;'!.!'! hOusing1 inadequate educational oppormniti~ and 
of water supply~ sanitarion, and other requisites for pub­
lic health. There are the strUcmral problems of land 
tenure, of capital markets~ of stronger democratic trade 
unions, of farmers' cooperatives.. and of other needed 
institutional improvementS. And there are the all-perva,-. 
sive and interrelated problems of combatting inflation, 
which undermines the nation~s ,ritality, and of ~'{panding 
and diversifying Brazilian exports and replacing imports 
50 that the chronic weakness of the balance of payments 
can be overcome. 

I suppose that aU Br-niIians would agt'ee on these 0b­
jectives, which are also the objectives of Operation Alli­
ance. The question remains; ",'men r01.ld is to be follo\V~d 
toward this necessary process of development? 

• Tens of these d~ts begi.'l en page 1 H. 
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Development is indispensable to meet tbe material 
aspirations of the people. Development is also indispensa­
ble because only through greater production and greater 
productivity can the legitimate claims of social groups 
and regions within a nation be harmonized instead of 
degenerating intO class warfare and regional warfare. 
But it should be development "vitb a bearr-developmenr 
'with a just distribution of its benefits-and deve:opmem: 
'With full participation by aU sectors of me ccmmunity. 

The nvo keys to development are investrr.ent and im­
proved knowledge and technique. Imrroved knowledge 
and technique require human invesnm:nt th.ro~ah edu­
cation and ttaining and research" forms of investment 
which,! as recent studies demonstrate, provide returnS.r .. 
even in purely material terms, exceeding those of most 
pbysical investment. 

Inveswlent. in tum... requires 5av--mgs., either voluntary 
or force~ domestic or foreign. It is here that the p0s­
sible roads to development diverge. There is the road of 
free instimtions, toward which the Alliance for Progress 
points. And there is the Soviet road. 

Voices are heard suggesting that the road for Larin 
,American countries to follow toward economic and 
social dev-elopment is the totalitarian rood marked out 
by Soviet Russia.\Vithout significant foreign Clpital. it 
is sai~ the Soviet Union has U'Jns:formed itself into a 
leading industrial nation in 3 period of thiny to forty 
years. 
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Let US examine that experience. Russia had its first 
important phase of industrial growth before the First: 
W orId War with the help of substantial foreign credits. 
Then war and Communist revolution came to Russia. 
and the second great phase of industrial expansion was 
launched under Stalin's dictatorship with the series of 
five-ye--ctI' plans beginning in the late 1920'5. The capital 
for that industrialization was squeezed from the peas.­
antry through collecrivization~ which was enforced by 
deporting some five million peasants to Siberia,. and 
through the seizure of grain from the conective farms,. 
which led to the srarvation-perhaps one should say the 
liquidation-of millions of Soviet citizens. This may 
seem difficult to believe, but the fact is there. Industrial 
productivity was also sputted by the threat of exile to 
forced labor camps in Sibe~ and a portion of the in­
dust:rialization was carried out direcdy by forced labor. 

Thirty years later~ Russia had built an impressive stroc­
mre of heavy industry, but its products were still going 
largely into military uses and into further investment, so 
that consumption levels remained where they had been 
in the 1920's. Still today~ the standards of housing are 
below those of Latin Americ~ to say nothing of \Vestern 
Europe and North America. Agricultural productivity 
remains a small fraction of the levels prevailing in the 
gre-.... t agricwrural areas of the free world. 

One can be impressed ,vim certain aspects of Soviet 
science and technical educarion~ with the sl~l mills.. 
nude:u- rockets, and space sa.rellires. But \1l0uld any free 
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nation want to build its industry by forced labor and 
bv the collectivization and starvation of its farmers? .-
\Vould any free people \villingly subject themselves to 
the inhuman terror which for twenn~-scven years re-

o ,J 

placed belief in God by belief in Sta1in~ \vho is now 
denounced by his own successors and \vhose body has 
been removed from Lenin's tomb perhaps to make room 
for some other demedruler? 

Contrast this ,vith the free road to development. This 
is not the road of unbridled individu:aJh.~ for free in­
stitutions need not imply the absence of planning and 
direction. It is the road of individU:1l energies clunneled .. 
by institutions responsible to the people and adapted to 
the needs of the society and the rimes. The free road is 

• 
not simply the road of \Vesrern Europe Of the United 
Srares in the nineteenth century~ or of Canada or Aus-

• 
ttalia in the rn'enrieth cenrur:r, though ;;ill these cases 
COntain much that is useful 

Some observers say that the experience of the recently 
settled Anglo-Sa.~on countries is not reIefi'allt to the prob­
lems of BraziL\\~th its Larin tnlditions and its problems 
of land tenure inherited from cenruries of plantation 
society. I call their attention to the lca.lian experience 
of recent ye-.u:s. 

Italy too is a Larin country. small in size compared to 
Brazil but with many resembl.mces. It has a mountainous .. 
and difficult terrain. For ~nerations its South hz been -a depressed area like Brnzirs Northeast. Italy bcks ade-
quate fuel .resources. It has a great industrial center in. 
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Milan ~rbblv simit;l.f to rhar of Its Br:.17ilian sisret' • 
city of 530 Paulo. It has su.ttered from intlation and from 
long periods of economic stagnation. It n;lS had ;,l des­
perate problem of unemployment which in the early 
years of the Ma.rshall Plan seemed incurJ.ble~ 

Despite these obstades" I [alian industria! production 
has more than doubted since 1953. increasing bst year 
alone by 15 percent~ Gross production ius· increased by 
7~f'2percenr a year. The specter of unemployment 00 
longer looms as a threat to social and political stability. 
And ltaly~s balance of international p:!}'mentstoday is 
one of me srro~ in the \vodd. 

"" How has this been done? By 3 combination of sound 
financial policy which gave itJ.ly ten years of stable 
prices. the "igorous promotion of domestic and forcign 
private :Ovesunem:" the c:u:dul pbnrung of public invm~ 
meat with sp~cial empfw;is: Ort the depr~d South,. the 
fruitfuiapplic3tion of fomgn assistance hom the United 
Stares and elsewhere" the opening up of Iralian cnter'­
prise to competitive stimuhl.'S through the Eutopt!;m com-­
mon uurket .. the e'\:~on tind diverstllc:lrion of exports.,. 
and :.he modemi:zarion of nUfUgem~nt and hoot' ~jlf:s· .... 
through eduQtion. mining, :lnd the stimubdon of 
higher produaiviry. 

In 4:ll of rhe C~ of fr~ \vodd dev·dopmertr. public 
inv~r :lod priv.u:e mV($tmenr rut\"e worked side: by 
side; domestic invesntlrnt tlnd foreign invt.s1:ment have 
worked side b"r side; t.1!od development: h:l:l brought about • • higher romu:.-nplion levels.,. a mort even d~"trihm:ion of 
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income, and a broader integration into the peaceful inter­
national economic communitY. 

Fifteen }teal'S ago, many Italian entrepreneurs were 
convinced that the Italian market was. inherendv limited, 

'" and that their only hope for profitable business was to 
maintain entrenched monopolistic positions protected 
from foreign and domestic competition alike. They be­
lieved in a smail volume of production 'Iovith very high 
profit nmgins on ('''3ch unit sold. Now they run'e learned 
that an expanding economy em give them a larger do­
mestic market, based on hlrge volume and low profit - . . . 
margms per U1U!. 

The facmry parking totS,. once COntaining on1~- hi­
cycl~ have been enlarged to accommodate the passen­
ger cars of the workers.. Southern pe:1lsanrs~ wboused to 
accept ill health and nUserlble U\'ing conditions as the 
permanent lot of mankind, now are ht.'girming to' get 
decent housing and to find" t.hrough education~ opportu­
nities for their children which w,:mld have seemed un­
believable a generation ago. At the S:Jmetime", the markets 
for makers of baildi.ruzmaterials.. household and con-.. 
sumer goods, vehicles, and the tools and ID:ldwe:ty which 
go to make these goods are expanding as ne\"e!' before. 
And all this was achieved in the face of concerted and 
destnlctive effortS by the large Italian Communist Party 
to saborage me Marshall Plan.. the italian plan for :re­
construction of the South. and the entire drive of me 
lraJian nation for economic and social progress along the 
free road to developmenr. 
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"I he .AlI1lnce for Progress does nor imply lC3'V-lng de­
velopment to the automatic forces of the market. On the' 
contrary~ it recognizes the need for an intensive and sys--. 
tematic effort for me planned acceleration of develop­
ment." '!kith priority for me most urgent social and eco­
nomic tasks. It is this systematic planning efforr:-me 
selection of priorities and the joint application of domes­
tic and outside resources to these t~isks-"vhkh consti­
tutes the core idca of me Alliance for Progress:. 

These principles are not new to the State of sao 
Paulo. They can. be seen at work in me Plan of Action 
of the present state govemment~ \vith its harmonious 
inrerweavina of public and urivate investment its bal-'~~ .. ,., 
ancing of economic and ~I objectives, and its recog­
nition of the need for administrative and institutional 
improvement~ including :!i~n .reform. Other regions 
of Brazil are less: fonurundy endowed with resources. 
but their problems are nor inroluble if similar principles 
are applied. Sio Paulo itself has :l gren role to play in 
this national etfon~ I Wl greatly impr~with its public 
and priv3te recognition of me need to participate actively 
in the development of Braw's North and Northeast .. 
Jusr as Sio Paulo recognizes the imponance to itself of 
a prospering national environrnenr, so do we in the 
United States recognize our m\"U need for a healthy 
environment in the Hemisphere :lS a whole. 

In this connecrit~n. let me CQmrnent on some curioos 
myths concerning United St:lte5 policy toward Latin 
American development. One is that \\'~ seek to depress 
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the prices of Larin AmcriClfl exoorts" such as coffee. and • 
to .raise the prices of our e~rts to Luin America. But, 
~ is genernlly known~ coffee is in world oversupply ~ 
and bnWJ has been losing an important share of its 
market to African competitors. The United States, far 
.from encouraging lo,,,'er prices;. has helped to negotiate 
the present IDtemaoon:.'l1 coffee agreement.. and in ac­
cordance with the Chaner of PUlltJ, dd Estt is. now 
working side by side with Brwlian representatives for 
a Stronger agTtXment to ensu.re against a disastrous col­
h'-psc' of me "todd coffee m.uket~ .::\no on m.z other side 
of the tmns of mae. sdlers of industrial tools 3!.d 
machmery from ,"anous rounrn<.'S ;1re competin{l' ligor­
ousty roobttin orders from Bt:;liZiI and other developing . 
count:rtieS~ 

Then tberets the nwth ;iOOut .Amman effortS to 
• 

retard L:nin Amt!fiC;1~lindu.~riJli7,.ati{Jn in order to main-
t3ln our 0\\'11 exporr w.arke'r.s;.. This idt:::l. ShaftS a kind of 
tme35\" coe.;Qstena: in SUInt L.lun A.'llcric~.tn minds with .,' 
tbe fc:ding that m~.n: is too mll~h Unlftd States fY.utid~ 
patron inLlrin ~·" ... ·nerican indui)triati:t;·~}n.. p,,:,!!ups the 
t\1o:'O thoughts a.n.cel t:lch orher Qilr Acn llly. we wel­
come mrin.tsla;stloUv lhe ~"ldlJ."t!i:.. rnooernu.:uiilf\ of . . .' ~ 

St:.lzit ::md of zill utin lUl1~!i+..~. Thi~ is fi{'tt.! ofene e~plicit 
gmls of the 4'\lli'lQCe for Progress~ T.'1~ f'Jpkfiy gff;lwmg 
ft'W'lPOWtt of Lnin &llcrie.l cannul': Of; ptooucivdy 
cmp}oyed. 'l.l,.,imout rnZSISl'Ii'e mdu;suiali-ltlO!l. ';.llruch is 
Uke\\ise esse:nrud to me: ilchic'ltentenc of ~d teaM­

mics 2nd to the divcrsifiClriOQ of apo~. From tht:pomt 
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of ,,-jew of U ruted States rrnde,. our experience "rith 
\¥ estern Eu.rope and Carud~ has long since shown that 
other indust:ria.lized countries make our best trading pan--ners. If we see an equal need for agriculroral moderniza-
tion... both in greatly increasing proouctl'l,;ry and in im­
pro~ing distribucion~ it is because agriculture has lagged 
behind industrial gt'Ou"th. causing serious economic md 
social pres::;ures. \Ve fed that both sectors mUSt m<WC 

forward t~ther. -Another curious myth holds dut U nitea States sup-
pon for monetary stabilization efforts inLt~n America 
is intended to sente some selfish North American interest.. 
But the sufferers from ch.ronic in.futtion are not for­
eigners; they ;(Ire me people of l..atin America itself. 
\Ve lUvc supported rnonet~ry st:lbiliz::n:lflt'l simply be· 
ause reasonable pcce st:lbility is a neces.~;uy foundation 
for effective d .... 'Ydopme·nt. Chronic inflation d.iscoW'l'lges 
sa,'iings" undermini\."S socill :l.ud political stability> dive.ns 
m,'csnncor into 'w:lsteful USl"S, ,md makes it impossible to 
employeffecrit.tdy rhe devdoptnent:d r~u.rces we: are 
making t!vaibblein supporc of economic and ~ 
progress. 

Then there aretbe myths conctro~ nroiits remitted 
4 ~ c-

abr03d by pri"'3t'C foreign m'i'e.'turs, which have be~n so 
mue"l dislI.."USSed in Braw. i\1ter ht'.:lrlng n::ie:rences to 

"" these prQfits as "suction pumps d!.".lining the Br,aili:im 
ttOnom'l~ I have taken the trouhle to' revic,\vtnc f:las 

~ 

once a~m. The {:lets" tl.'tken from th~ fi~ of the: -- ~ Board. of Currmcy and Creak (SUi\IOC)" ue tb.tt 
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profits remitted to all foreign countries fwm Braz.il have 
averaged 40 million dollars per ye<i.r since 1947 and only 
28 million. dollars per year during the last five years~ For 
(;3cn Brazi~ tbi<o amounts each year to 40 United States 

• 
cents-more or less 150 cruzeiros at present exchange 
rates. So far as United States investors arc concerned. 
they have regularly reim .. ested in Br:azil a larger propor­
tion of their earnings than they have remitted home. 

"-', ... 

Brazil has received in rerum. over the last fourteen 
years, foreign in\~estment of risk capital of 1.3 billion dol­
lars" and in the last five vears over 100 mmion dollars. .. . 
On the basis of the national accounts data of the GetWio 
Vargas Foundaciofl,; total foreign loans andinvestment~ 
pm-are and publici have amounted to about one ninth 
of the total increase in Brazil's fited capital during the 
last five vea.rs.. 

~ 

\Vithout domi.naring me Brnzili:zn scene, foreign capi-
tal-hoth in public and pri'\t3rc: loans and In risk capital 
-bas played a \-ltal part in the gre~::!'t development of re~ 
cent vears., Its direct contribution is <i~cam enouO'L • ~ e~~ 

but it has had evCIl more irupon::mt: results in ~'riruubring 
the gro'Wth of BrJzman emcr~rise~ both in parmerships 
and in purely Brnz.ilmn compa.nies~ . 

Again one thinks of sao Paulo. center of l great Braril­
ian automotive it'H,hJstrv which was created in fout' shott 

~ 

ye-~ with its 140.000 employees.. 15 billion ammos 
paid in d'ircct ra,(e5 in 1960. :md 1300 COffipJruesprool.u:. 
ing automotive component$.. i\tost of these: component 
firms are cnmel\r c,,~~ed b,,~ BrnziFan shareho1dus. 

~ . 
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Not only in automobiles~ but in electrical equipment.,. 
pharmaceuticals, and the broadest variety of consumer 
~ Brazil has been enabled through foreign invest­
ment to produce essential goods,",,-idrin the country" 
creating jobs for Brazilia~ new '""'Drking skills for Brazil­
ians. ra.xes for Brazilian locaI~ StJte, and national govern­
ments., and goods for Brazilian co~"Umpcion incorporat­
ing the results of hundreds of millions of dollars worth 
of research and development expenditures unde.rtaken in 
the more industrialized countries~ At the same time, mak­
ingthese goods in Brarilin.s:tead of importing them from 
abroad has freed foreign-exchange earnings for the pro­
curement of mu:h:inery and equipment and i"';{W materials 
to continue the process of development andmodemiza­
non. 

There em be no doubt that La~..n America faces il 

period of great chaUe~uc and grerc promise. Population 
growth and popular aspirations \\till not permit any mere 
cleaving to the S'tiltus qllO, The physical and humanre­
sources exist with which tv: build communities of grow. 
ing material prosperityt of social justice.,. of ever gt'ca.ter 
opporrunities for the coming generations.. of l"cspectior 
the hunun spirit, and of indept.-ndent cooperJtwn for 
pe3ce and freedom in the world. . 

This has been the objective of all the great American 
Re\~olutions-revojutions which combined the: French 
inspiration of liberty" eqtufuy ~ and frJ.ternity with o­
pacity for sdf~vemment and respect for divine: law~ 
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This is the message of ilJater et iU.:fgisr;.z. Development 
through tyranny and slavery is not the ,,"ave of the 
furore; it is the '1,;t;lve of me past7 seeking to engulf this 
Hemisphere as other reactionary waves of the past have 
sou~ht ,virhout su,,"ccss. The true w.n-e of the furore ... 
is found in economJ(' and social progress through the 
cooperation of free J.>eoples. This is the meaning of 
Operation Alliance. 

In this great undertaking \vhlch Brazil helped to in­
spire't Brazil not only can come to grips \vith her o~ 
pressing social and economic problems; she cal' become 
a model and a source of strength for other &:'Veloping 
countries of tius and of other continents. Braw Uas. al­
ready ta~tthe \\todd much. It is Brnzil wh~ch ended ,.. .. 
sbw:ry peacefully by the stroke of a pen and has 
achieved a dearee of ncial fumnOnV\l,'hich is the euvv ;::,- ... . 
of other multiracial communities the world over. The 
Brazil. which unified half a conrinentwith a single lan­
guage and under a single B:lg need nor be humble about 
her capacity for achievement. And SJio P:lulo is a li~ing 
demonstration of the "Order :Ind Progress" inscribed on 
the Brazilian mg. 
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.Almough over balf of my active life has been spent in 
public service~ mainly on international aff~ as a result 
of the circnmsrances of the mid-nvenrieth century" I still .. 
regard myself as only an amateur diplomat. My true pro-
femon is university teaching. The Alliance for Progress 
is a topic that combines the most important single aspect 
of mj work as United Stares Ambassador and my major 
field of professional concern as an. economist during the: 
last several ye.1IS. Like many others in me United Stat~ 
I have come to feel truu policies and problems of ec0-

nomic development are the area within Gill: discipline 
which most requires cultivation and undetst:mding~ not 
merely as an academic: srody but to provide objective 
analysis and competent tecbwal guidance to the makers 
ofpoIicy. 

The politicians will be seeking to promote develop-
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ment because there is an insistent popular demand for it. 
The economists have an impownt role in helping them 
to achieve real results.. and at rimes in making clear to 
them the necessity for choice which the scarcity of re­
sources imposes, and the costs and benefits involved in 
alternative choices. 

It is something of a paradox that the S}"Stemaric StUdy 
of economics beg.m two centuries ago \lith problems of 
development, but that they have onlyrecendy found 
their way back to the center of the stage~ Development 
was the central concern of Adam Smith)s "'Inquiry into 
theNamre and Causes of the Wealth of Nationi' and 
of the French physiocrats. Then., after many decades of 
preocctl~,,::on with dism'bunon. of income,. marginal anal­
ysis, aud micro-economics, the discipline has again turned 
to the most important ~"'UfS of policy. including, first., 
problems of high employment and the trade cycle in the 
indl!StJ:'ialized nations., and more recently problems of 
economic gro\~'t:h.with special emphasis on the less de· 
veloped countries.. It is a healthy ~on, moreover, that 
many contemporary economists are dealing with this 
important subject not as "pure economics" (whatever 
that may mean)" but as the combined economic .. soci:al.r 
and political problem which it is in the real world. 

I have pret>1ously tried to define the essential PU!p<lSe 
of the Alliance for Progress .m a few words, as follo·ws; 
'~A sustained and cooperative effort to accelerate eeo­
.nomic growth and social progress throughout: I,atin 
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America. working through democratic institutions based 
on respect for me indi\~iduaL'~ Now 1 want to look more 
closely at me economic aspectS of this progr:J;rn~ 

The Charter of Punta del Este~ in its Tide 1. setS broad. 
goals in tenns of over-aU economic gro\vth; more equita­
ble distribution of national income; balance and diversifi­
cation of economic strUctures; accelerated industrialaa,.. 
tion; imprtn:ed agriculrunl producri~tity and output; 
agrarian reform; brooder and modernized proitision for 
education. public heaith~ and !ow-c~~ housing; price 
stability; LtrinAmeric.:m economic integr.arion; and im­
proved stability of foreign~cfutnge earning. To pro­
mote more .rapid grO\'\"th. the CMner emphasizes the 
need for comprehensi\~e and well-conceived narion~l de­
velopment programs. Long·tennnatbnal pLms: had also 
been stressed in President Kennedy? s original statement 
of .March 13, 1961~ proposing the .. .:ufunce for Progress. 
He said: uF or if our alliance is to succeed~ ~ch Latin 
nation must fonnulne long .. rnoge plans for itS own de­
velopment-plans which o-clblish targetS and priorities, 
ensure monerMV sr.~lbility, e.,.~3blish the machinery for 

~''''' "'" 

't-ltal social change~ srimulue private activity and initia~ 
rive~ a.nd pro\~ide for;) mtlxlmUm n:.nlonal effott~ These 
pJanswill be the found30on: of our development effort 
and the basis for the :dlocation of outside n:soUTCfS." 

Pending the prepancion of national development pro­
grams. the Charter specifies a sent'S of immediate and 
sttort-te:rm action measure~ including outside financial 
support for projects ready for implementation whose 
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impon:ance is SO evident thar: they 'v'ould obviously fit 
into any sensible long-term pco$".1m. This transitional 

~ ~- ~ 

phase will necessarily vary in duration from country to 
country. I should like hereJ hO\VeVeI, to re:\;ew the con­
cept of long-term national plans and the reasons for such 
great emphasis on dUs concept in the broad framework 
of the ,lUliance for Progress. 

In the appendi't to Tide n of the Charter there ap­
pears an eight-point description of the essential elements 
of long-term national de\-clopment programs. They are, 
in brief: (I) establishment of mutually consistent targets 
in the main economic and social sectors; (2) assignment 
of priorities and estimation of cOSts:md benefits of specific 
major projects; (3) measures to direCt the public sector 
and to encourage private action in suppon of the pro­
gram; (4) cost estimateS for the program in domestic 
currency and foreign exchange; (5) a calculation of in­
ternal resources available for development; (6) an.'l1ysis 
of the balance of payments and of thenecessar:y exte.mal 
financing; (1) tbe basic fiscal and monerarypolicies re­
quired to fulfill the program within a framework of price 
stability; and (8) the machinery of public administra­
tion. including measures for the cooperation of private 
organizations, to make the program effective. 

Each national government is left free to determine the 
degree of deW! to be used in its national program-making 
and is of comse responsib]e for the selection of its own 
priorities. These are only ill part technical matters; they 
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also :'nvolve a wide range of choices on which every 
dem(k;ratic nation u-ill have its O\ltn scale of pol;ricd 
preferences. 

This concept of development programming must not 
be confused with the toral planning of all aspectS of ec:o­
nomic life in the manner \",'hich is attempted in some 
totaliarian societies. It focuses on the majo:r fields of 
public investment and on cert:ain critical sectors of pri­
vate (or mixed private and public) investment, especially 
those which can be bottlenecks in the development proc­
ess or can be leading secrors for the economy as a whole.. 
The main fields for programming typically include 
power, tra.."1SpOnation, communications:, education, hous­
ing, Steel, cement, basic foodstUffs.. major export com­
modities, and other selected industries. depending on the 
individual t1200nal structUre. For the rest of the eCOIl-­

t"my, such a national plan seeks to provide a framework 
conduci\?e to general growth"> by encol1r.lging private 
competitive enterprise and the supply of adeqnatere­
sources for long-renn inv~"tment and for working capital 
within a framework of .re:1sonable price Stability~ 

The found2tions for this son: of programming have 
been laid in Brazil during the laSt decade,. notably in the 
Programa de Metas (Program of T ~U'gets.) ~ There ~ 
however" two important ways in which the work done 
thus far falls shon of the concepts in the Chmer of 
Punta del .Esre. Firsr.. public investment in the soci:U 
secror., although mentioned in the Programa de Meas.. 
was not worked out in any dettUl Secondly, mere was 
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no systematic effort to prepare two broad types of analy­
sis indispensable to a general national development pro­
gram: (1) a quantitative appraisal of the source and ap­
prcation of ifl'~-estment funds (i.e.~ a savings-investment 
a(:count), and (2) a systematic appraisal of the balance 
of payments with assurance of e."(ternal financing for any 
investment deficit. 

Moreover, although sectoral planning and the estab­
lishment of priorities were quite thoro~crh in certain 
£elds, notably electric power and road transportation~ 
there was only a limited effort to ensure mutual con­
sistency among the various sectoral targets., and some 
were put forward only in very gen(:ral terms. 

Obviously economic development can take place with­
out national programming. North Americ~ Western 
Europe., Anstralia, and Ne\v Zealand have all achieved 
high living standards without going through this process. 
The Alliance for Progress. however, rests on the as­
sumption that such planning~ if well done~ can speed up 
the improvement in economic and social conditions for 
which Larin i\.merican peoples are understandably 1m­
panent. 

It is an evident fa.ct that the supply of capital in Latin 
America is inadequate in relation to both needs and op­
ponunities. Even 'with large-scale outside assistance'} this 
\".-m remain the case. The wastage of public investment 
resources on projects of low priority, or the .reduction 
in productivity of capiml reslliting from unnecessary im­
balances and bottlenecks in development, especially in 
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such fields as power and transport with their wide eco­
nomic repercuss:io~ simply can.not be afforded. More­
over., over-all programming has the great advantage of 
imposing the discipline of choice-of appraising the toal 
supplY of domestic 5;1\:;n25 and forei~n investment re-J _ ~ 

sources and considering consciously how that supply 
may best be used. It helps to make clear that the speed­
ing up of some investments requires the slowing down 
or ;.1oondonment of othe~ or alternatntdyfinding ways 
and means to f!.'l:pand the supply of cJpiral 

A curious myth 2ppe:::trs to have found some adherents 
in Brazil. to the effect that budgetarv deficits are not ... ~ 

in.6atiomuy as long 3S t.'te amounts in deficit :lre used 
for productive investmem. If this were so, there ,vGald 
be no limit to the supply of funds: for public investment .. 
Obviously realm;:estmems have to be fi!1~nced by real 
s:nings. whether those savings are collected through t~1ta­
non. through \~olum:1ry loons:., or through the forced 
saving imposed on fixed income groups by inflation.. 

Over-ill rtltional programming should have the funna 
advantage of demonstrating dearly the need for ~pand­
ing \'oiootuy $irving, wruch is a good deal lower in Latin 
America than national income levels :tppeI t(> make p0s­
sible. There are wide opportunities for imprO\i'ing tbe: 
sttUc:ro.re of capit:rl m:u'kcrs:~ the incentives :;t.nd ~ch­
anisms for small Sl!vings, .ind me :trrwgemenrs for 6n:mc· 

¥ ~ 

ing of low-co5t hGUSing, all of which could gready :lSlSist 
in mobilizing :csources for developmental p~ 
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I should like to make a special comment on the ques­
tion of planning for investment in the social se~;tors. In 
the Charter of Punta del Este" as in the Act of 3og0ta 
of 1960, emphasis is placed on four types of social;;nvest· 
roeor: namely education.. public health. housing1 and im­
provement in ro.ral living conditions. Systematic pra. 
grammingin these fields. with the possible e:(ceptlon of 
housing, is technically difficult. Education and public 
health do norremm revenues directly to the investment~ 
and me estimation of the economic benefits to the ruuion 
as a wilole is still more of an an: than a s:cience~ resting 
on very weak surisrical e\tidence. Nonetheless,. these 

'" types of invesunent in htul'tUl Oph:lll may be not only 
desirable in thetnSclvcs hut also extremely produetive 
economically. Preliminary srudies In the U nired States of 
the economics of education show remarkably high ratcs 
of rerum. quite apart from the direct benefits of educa­
rion in improving the nmn:lD c3pacity to lead a good life. 
In the words of Professor Theodore Schuit".l of the U m­
versiey of Chicago~ one: of our wisest North .. k\mencan 
economists, human opit:d "is in substa.ntialp.lrt ;1 prod­
uct of deliberate investment ... it hals grO'l;\il in\Vcstern 
societies at;2 much fmet rate than conventiorud (non. 
hunun) capital and ... irs growth may weU be me most 
disti'1crive feature of the economic WSttm'L"* •. 

Although professional economists have: Ir«Ide great 
*1'lleodon \,,'. Scbu&z. .. ~. m Ht.tman Capital." .~1nmclW; 

Ee:tJ1fl~M~, ~b.rC'h 1%1, P. L 
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is 3. misforrune that expendkures on cduC'.lcion :and health 

are treated :as consumption rather than in .. -estment. This 

error will not be remedied overnight:. and cenainly not in 

rime for the preparation of natiomd progr.ams nrtder me 
~~ce for Prosrress. The verv least dur c.tft be do~ 

..... ' ~ 

however", is to work OUt the b.lsic tbt:l for ~ctoral puns 

in these ob\rlouslv cririQ.) fields.. so that chokes C3n be 
~ 

made among them and the competing C(.H1Vctltional in~ 

vestments. 
In the field of eduQtlon.. for eumpl~. is there not a 

clear need for svs~entltic fl'JooruU inventories of the 
• 

present state of prilnary catiorion, the CtlSt involved in 

meeting the i\llbnce ,go'Jl of ~'(. ,-ears' 5Chootmgfol' tach. 

child.." me require:mentS tt'Jr speci.tlilcd !':!t:\tnpowcr at the 

secondary and higher k'Vck. tbt: cotr~-ponding require·. 

mentS for school ccm:.structit:m. for teacher tl':llning. and 

for expansion and mDlnen:lnce of the educ:nwnal :-:'~mf 

in me 3gricuirurat field. should not :l simibr mVf!ntuty 

be nude of the ffquifarn."1ltS for an tncctive SYSl:em of 

euension. crerut~ pro\"mon of sted'S~t~l'S.. :and fet't'i~izt~ 

and f!'lec~ fOI mark~OOg and disnibution? \Vitb­

out this. the.re is little oo~ for:l succC$!ul attack fin ~ 

of the most' urgent l.~~ts of deve!opnlent in Latm 
AmeriCl-lhe aroit'Vanenr of higher agricu!ror.d output 

3long with a radical improvetnent of livmg ;xna working 

condiriom; on the lind. 
Such srodicswould pro\:'ide Zl ty~, fur t'~1iscie: cleo.. 
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siems of p<*licy on how rapidly the goals CQu,ld be 
achie:"ed., on the ncc~~.rr insriruciQn~ll reforms to 

~ 

achieve thero", and ot'\ the choices bet\\tcc:n these :md 
other de:\"e:lopmcntal objea:r.tes. 

Among me 'i:mollS sectors of $OCi~ll development.,. 
housing occupies a special cuegory-, in t.he conven­
tional system of natiorul accounts.. housing is dzs:iiie:d 
asmvesnnent fl.me:r than Ct,)n$tL.~ption. ~llthough in fact 
it is dunble: consumption rnther than ~~ing productive 
in the same ~ 3S in\~estmau in P()wtt' .. industr'f. a~;,. 

t ~' """ 

cuJro,n:::, or educ.ation. Some cc()nomi~ts have criticized 
the Act :,f ~d and the Ch.;u-ter of Punta dd E.-m: for 

"" 
gi\"in~ roo much emp~ to hO~~l1g. hasing thdr emi-
cism on the ground mat Clpit:ll is sorce and C:4.tm(}t be 
~orded for tii~ ror~ption'"''1"pe pmp~. Yet there 
is a bt~rning and fully un&m:tndthk de:sut foC' me im­
provunmt' of ho~ conditj~m.'5.,. whien ;;i.rt nIX ()nly 
gmc:rnJly imd~wr~ for ;t m~unum of hun4'to coU"A'Oft 
and dea:ncy", but WIDen ~, t~d to widcspr~d ~ocial 
disr..'"Ont'l:ru:~ es;~Uy in cr~),,\'dcd city slt:tm;S.. 

Here: I wo:.Jd suggt'St dm!!cht pr-ufes:sionai econumlsts: 
tm',V 3~, 'm' be IMtilkcn. ilbhuu~h i!:)! ", Hffctttlr ft'4S0n •. 

~ ~-~- ~ 

Our systems of !lariOn:lJ accoooting ~t deceptively sim­
P~""_ They ~"lmlC' thar fo~l n;n:t4'.lnd OUtput at any g\,'en 
time is tUed. thlt (ttttpt for d\:lC a"le of UN:tnployt'd 
ftSOW'«S) it an b<: in~d only by fu:.4:n(:ftnVf:Sr .. 
menr" 3.nd dur in the shon: ron tiu'> wu:dtQ'Ql output 
mUSt be ru\-lded ~Vtm consumption on dl<:' one tu.nd 
3t1d~ving for inv~m on the other. But t(1: us' be' 
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wary of being fooled by our o\vn magic. Let us' always 

remember d\3t our models. useful as the'y are. are only 

grossly ovrcrsimpfu~ed represenucions of the rcal wodd 

In that real world, even ap'att from the unemployed 
resources which afC reco~zed in the conventional eeo--
nomic analysis~ experience demunstrates th;;u:" with the 

right motivations, short~run tllJtput em be considembly 

increased l\~ithout addiriotU,t investment. If instirutional 

machinery can be establist~ed for aided self-help housing 

projects" in which most of the bbar is contribured by 

families which \\c'ill OlVfl {hil' h(l>H~~ and if institutions to 

encourage Sl'OOU savings Oln be d~cloped with home: 

ownership as their goof. there is :unple experience to sug;. 

gfSt mar e~tr.l boor 'will o..~ forthcomittg ;1nJ ext::r'.1 sav­

,ings , .. till ~ fonncnming, gre-,nly reducing the burden 

on other sectors of the et."tmomv. The Inter-American 
• 

Development Bank is working with housing specialists 

from ill of Larin Americ.l and fmm the U't'..ir:ed States. 

in an effort to create pttc:i5ely such mechanisms and in­

srinnions. '\vruch are surciy 1ackirtg in must of the 

Hemisphere 

You will note dUl rhe ffl3jor emphlSls on det::Uled sec­

torn! pbmUng within the fr:;uncwofk i have dest'ribed 

aoove is on public: mvestmenr m both rhe economic and 

:social fields.. to£tther with ;l limited n~r of key areas - . 
of pri"'ate invesunent whe:.~ ~ci:tt tonns of incenriv~ 

m3y be dtSirJ.ble For the mnaindcl' of the privllte sector, 

which in prncria: :.lcxountS for the bulk of to(al mvest-
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mer.!;. a national plan would usually deal only in broad 

magnirudes~ designed to ensure that sufficient resources 

of mvtSnuent funds and of foreign exchange are a\-aibble 

for healthy grOwth4 
But if capital is scarce .. it may be asked~ is it not as im­

portant to avoid wast.age of capital in the private sector 

as in the ptlblic~ Should not the vithole economy be 

planned in order to. avoid such wast.'age? In my judgment. 

the answer to trus question is dearly '''no.'7 for t\\'O 

reasons. 
First~ the pbnning or~"lintions do not have, ilnd 

can.'1ot obtain. either the neCCSSlrv infol ut:.uion or the 
. . 

nec~ry wisdom to make correa judg rncnts on the tens 

or hunru-eds of thousands of decisions which are in\"olV'ed~ 

Secondly, the dyn;;1mics of a market system" gh-en a 

healthy etl\;.ronment for private tmerpr~: and reason­

ably competitive condirions~ will do this job infinitdy 

better man 2.,"y cenrrnlized butt"Jucracy rould possibly 

do it. I M,re foUo\\:'ed ,yim ~;lt interest the path­

breaking ronceprual developments in economics of my 
Han~ard colleague" \V ~ly Leoncie:f, in his system of 

input-outpur :maIysis. These new h"1tcllectual inventions 

.ue of grot importance for sound econorn&c planning. 
But I tuve also noted the: almost h"lSuperable difficulties 

in es:tinuring technic.)i ~fficitnts for a great vlriety O'r 
Prooucts ;,,md especially in forec'lStin!t WMt these cudli-

'IO-.e- _ 

dents will be ;l few years hence in l period 0:1 f'lpid 
technological clunge. 

Alarket ae.."lland is not a s:tlric phenomenon., and me: 
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means for meeting that demand are like'wise not statie. 

In a healthy system of private enterprise, there will be 

constant efforts to e.~riment with new areas of demand 

and with new methods of satisfying' consumer nee~ the 
~ w . 

marker: itselfre\\'arding the efficient, squeezing out the: 

inefficient" and guiding the flow of capital. In this pMC-' 

ess, one singularly impommt element, which distinguishes 

the private from the public sectors:. is what 1 have called 
"the divine right to faitn 

For much of the economv, therefore, it would be a 
• 

u-asreful misallocation of talent and resources to tty to 

establish a centta1ized mechartism.. aided bv batteries of 
~ .; 

electronic compute~ trying to solve thousands of simul­

taneous equations with dubious coefficients being fed 

into machines.. in a srumbling eHort t.O do through cen­

tralized decision-making what even aD imperiect market 

mechanism d<X!S far better throu~b decentralized deci-
"" 

sions and "videly dispersedinimtive motivated by the 

search for profic. 

There is anomer aspect of national planning in the 

Alliance for Progress which do~rves special commem~ 

namely the relationship benveen plans and practial 

opef3tions. The files of government offices all over the 

~\'odd are cr.muned witbp3per t!.'tercises in national ec0-

nomic planning \,'weh bear no relationship wh2te,..>er to 

acrual results. E...~perience in dozens of developing c0un­

tries bas demonstt:lred due isobted planning commis­

sions. whose w'ork is not direaly tied to national budgets.. 
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D.nance ministri~ and the operating agencies which actu­
ally carry OUt public investments. ate of little practiC'J.I 
value. 

Moreover. general plans are of little use unless they 
are built upon detailed sectoral plans. and above aU on 
gem1ine anJ realistic planning of indi,,"idual proj.ectS. It 
is for this reason that the Charter of Punta del £Ste refers 
to the need tojuscify specific development projectS in 
tenns of their relative costs and benefits. The engineering 
has to be well done, and the engineers and :lpplied econo­
mists should be working hand in hand. Indeed~ where -trained manpower is scarce. m..Jre rapid ~"Ults will be 
achieved by eoncentrating on effective project develop­
ment than by the elaborating of ever morf":" complex gen­
ernlplans. 

Responsible officials of rhe \Vorld Bank have .re­
peated1y told me thaL: in their present stage of opera:.­
oons. the supply of funds for projecrs for basic economic 
infrastructure is less of a bottleneck dum the availability 
of comperendy prepared projeCtS. This is not because 
underdeveloped regions are lacking in needs for ttans­
portation. power. and commG:iuCltlons. hut because they 
Jack the engineering and economic skills to ptepW! proj­
ects with competence* 

Thus far 1 have discussed mainly the Latin American 
side of the Alliance for Progress-the coru:.:ep5 of devel­
opment programming. emp~'is on the social sectors.. the 
role of private enterprise within the fr.:lmework of a 
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development plan" and me£eiatton bcnveen general pro­

grams and opentional project!_ But the Alliance ls.. of 

conrse~ a cooperative effort. and the supply of outside 

financial and tedli-,ical resources in sufficient volume and 

on suitable terms is a ,,"iral part of the whole. 
The Charter of Punta ddEste envisages a supply of 

capital from all ex"ternai sources during the ten-year 

period of at least 20 billion dollars. much the larger 

part in public fu.nds. Public funds from the United 

StattS alone will account for \"'ell o,,'er onc billion dollars 

a vear, me remainder heiD.!! c~pet."tcd from international 
'* ..... '- ;, 

institutions. other friendly industrialiud nations:.. and ex-
• 

pandro privare tnvcsrm:'m. The U nii:ed Stutes public 

share will approximate what was devoted 1nl94&-1952 

to me .U:.u:shaU [,'hm for Europe'JJl .rerovery, and the 

total from all $(., :rces \\ill be subst:mtially huger than 

the L\larsbaU P!;rm. 
'Vlut comes from oursidc~ however, is meant to sup­

plemenrunn .. ~etiCln efforts :and not to substitute for 

them. The wbole structure of the Alliance is based on 

the principle of self-help complemented by outside 3S-

• 1'.'1 "L. b" If t. 1 ""'f_ . 
~"tance. ~'t nat: is meant . y 'Sf: -ne p.~. U~ my VleW,. 

three types of action .ue worth noring, all of them essen­

ri:U to a successful outcome .. 
First,. on e~ch individUll project \vhert! outside rc'" 

sources are supplied, it is import:mt that there be a sub­

mncial conmburion of domestic resources :!Swell. \Vith­

OUt such a cont.ribution~ the place of the project in me 
Larin ,;:~\mcricm national scale of priorities would be in 
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doubt,. and it would be difficult to look fon-yard \'Ilith 

a:S:SUrance to effective maintenance and operation in the 

future. This type of self-help is essential to a true PMt­

nership. 
Secondly. in many cases institutional improvements are 

required to make a particular project or program ef­

fective. These may be admillistrndve ;li."T.lngements-for 

example for the efficient operation of :I water supply 

system or to establish ag! iculrural or housing coope:ra­

rives. Or they may involve ne:\v lcgisbtion :It the n::u:iorW 

or local le\rels. 
Thirdly" there are the brooder reforms which provide 

the frnmc"tork for democr.uic prcgrcss~ Securing reason­

able monetary stabi~cion may be ()tlC of the most im­

portant of such reforms. Our recog!ution that large-scale 

inflation impedes babnced gro\vth has led my go\~em­

ment to prC1\ride ,'ery suooanrW financial hdpfor the 

effortS of me Bnz";:m government rc contuin and reduce 

the nne of intlariotL The refomt of ta.x s:trucmres is 

another major e~mple. Provision of equitable bnd ten­

ure--n~ alike for long-nm improvements in agri­

culrurnl productivity and for soci:ll and political Justice 

-is still :.mother. Fwther eX3mples could be cited, such 

as the modernization of educ.uional structures and the' 

fostering of smoothly working L":lpi~.d marketS~ 

Let me make de-M, however. that the Alliance in no 

sense contemplates:l trading: of aid in rerum for reforms;.. 

l\leaningful reforms in democraoc nations can only come 

from inside. They c-mnot be imposed or purchased from 
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outSide. The outSide aid is conditioned on self-help only 
in rhe sense that \ltirhout self-help in all three senses I 
have described,. the hzic purposes of the cooperative 
effort would fail. Self-help and outside support, there ... 
fore., must go hand in hand. 

As compared with total economic activity in Larin 
A.meri~ even the l~e sums of outside .lSSistance I have ... 
mentioned may seem small. They :amount to something 
like ... or ;- percent of tbe gross national product of Latin 
Ameria as a whoJe~ Let me remind you,., however .. that 
in me case of European recovery as well ~nce un­
der the Marshall Plan in its first ;and bi~ year like-~~~. II 

''''lse amounted to only 5' percent of gross Enropean pro­
duction. The c..ritial impcrnu"lce of these omside smns 
arises from t'\\"ofundamenral economic points. 

First" the oursideresourcc:s .lil c:>nstitute ::lddicions" 
directly or indirectlv, to the dome:l,tic resources avail-

• • 
able for invb"t:'mCnr. In rebrion to total investment funds.. 
the ratio of outside support is nCate1 20 or 25percem 
than .; or j percent. Beyond this. since the first charges 
on in\~estment funds uc dlC 111:linrenance of the existing 
stock of Clpital and its eXp'JnslOn to keep up with popu­
brion gTO\\'th (which in thc Brazilian C1Se may <done 
require 10 percent of the g:ro~s n::nioruU product), the 
a:;sist:mce from outside Uecouu."S :l very l:l!ge share indeed 
of the vit<dincrement of in\'t'Smtcnr required to augment 
production :md h,comes per Clpi[3~ 

Sccondly~ the outside hdp relieves the pr~ on tile 
bal-'mce of p:1}"IDCfirs. which is oorw"ld to be :I serious 
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limitation on gro\¥"th in c:ountriesmat are in a phase of 

rapid development and industrializarioo* There is a wide­

spread view among Larin American economists that the 

tenns of trade are constandv more unfavorable to coun4 

~ 

tries whose exportS are mainly in primary productS. I am 

not satisfied that this "ie\v is adequately supported either 

by historical evidence or by theoretical considerations.. 

Be that as it may, me importance of stabilizing markets: 

for the major primary proouctS is arecognizcd goal of 

me Alliance for Progress. In the e':t-peciaUy important 

case of coffee, the new \Vodd Coffee ~areement shoW'S 

real promise of success.. despite me very great technical 

and political difficulties. 
Apart from the question of changes in the terms of 

trade (and mOSt arguments on this issue start by picking 

an abnormal base year for st:llp..::xL:ic:.d comparisons)~ a 

developing nation :1'\ full course of modernizing its eco­

nomic Strocro.re must inevimbly require large-scale im­

pom of apital goods for a period of :It least some 

decades. In the Brazilian ClSe~ this problem is a.ggravated 

bv deficiencies in domestic fuel and food resources. . 
There is good reason to hope that both of these deficien-

cies can be greatly reduced during the coming decade. 

For the presmt~ ho..,,\'e~er~ outside aid which combines the 

supply of capiw ""ith the supply of foreign exchange is 

substantWIy more valuzlble ·than an equivalent volume of 

additional domestic capital fonnarion. 
Apart from these qoonritative poin~ for~(1!l aid has 

qualitative advantages because of the technology it brings 

with it. I would emphasize~ in this connection.. not only 
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methods of production and other s...-iemific and engineer­
ing L.-:iowledge~ but equally important: methods of orgam.. 
zarion and administration which are an essential pan: of 
economic modemization. 

The priY;!re-im'esonem component of the outside sup­
port under the Alliance for Progress has an especially 
important role to fulfill in m.is respect". Its contribution 
to me suppl~t of capital is itself substantial but its con­
tribution to the modema.arion of methods of production" 
distribution. and indUStriil and agricultur.ti management 
may in me long run prove even more valuable. \Vherever 
possible~ I should like to see foreign private in,,'estment 
take the form of joint ventures \\1th Larin American 
capital. This not only \y'ould reinJorce the principle of 
partnership already empfusizcd bur w~uld also assist in 
the more rapid diffusion of modern techniques. In most 
fields of agriculture. mining. and m:mufaCtllfing. no 
other method for the rnpid tl'Jnsier of such techniques. is 
remotely as effective :lS private int~tionaJ. investment. 

There has been consider-Jole confusion about the rela,.. 
cion of pri\"ate m\'esmtent to the balance of payments. 
One type of calculation commonly made seems to me 
simply bad economics. This is to count as: a gain to the 
balance of payments the import of capital~ and to count 
as :I Joss the repatriation of CJpit:ll together with remitted 
profits. All of these items should properly be taken into 
account.. But sight must not be lost of the very great 
effect which the product" of the mvcstmCnt may have 00 

me babnce of pa}'1llenrs through replacement of importS 
or expansion of exports. 
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In recent yea~ so ton~ as forei~ imtestors tuve been ... ....., -
equitably treated. mOSt of them M"'e not only shown no 
disposition to repatriate capita1~ but have continually 
augmented capital through m!\c\' investments and through 
rhe reinvestment of a piG share of their profits" As a 
resul4 the net effectS of foreign priv:J.tc investment have 
been highly favorable to the balance of payments of de­
\'eloping countries. This is so much the case dut some 
commentators in the United St:'ll:t!S. concerned \vith our 
0\\'1l large balancc-of-paymems deficits in recent y~.rs, 
ha\~e given serious attention to tneidc:t of limiting invest;.. 
ment 3broa~ F onunatclv. res:poOSlbie authorities are not 

• • 
disposed to entertain this idea. at lea~ with resp~ tO~M 
less developed regions of the \vm'ld. 

There should be no effon: to hide the [:lCt that the 
goals of the ,,'\Jlimce for Progn,"$S pose ::thigh challenge 
for all of our governments and f~)! responsible le-aders 
from all of our peopIes:_ The Allituce rests on a cardinal 
element of f3it~ the faith that personal dignity and p0-
litical liberty are suprenle values and that fete peoples 
can find W:lys of pressing fOf'\\':miwith ec(lUOnllC lnd 
social progress through free im'ritunons. The human and 
material resources of Larin Americ:l~ suppletnented by 
the outside assistance which is nt)\v being nude 3V:lilabte~ 
are fully capable of overcowing the tccbniev.d obstacles 
to p~ prm,;ded t.nat polirlal energies and leader­
ship are dedicated to that objccrive. 
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"This J\llhmce is CSl2blished on the OOsic principle 
th~r free mm \"larking toe:e~h<er tMou~.·h the institution 

.,. ¥ ,. 

of rcpres:enr;ative der.nOCX':XCY can best satisfy m2n'S as-
pirations.. including those fo! work., home and bnd.. 
health and schools.:~ 

The r'ep~cuNIfS of rWl!!nty MUOns at Punta dd 
Esre.. !.U3king trus statement in their Declaration to the­
Peoples of Ameria" welt not only .restating a funda­
menral value: of \Vestern dvi..fu:arion-that the: State is to 
be me savant .. ruld not the master of the people. They 
wen: also asscning their confidau.:e trull: free mmtuti~ 
have the Ctp3city to devise the meciunisms to combine: 
economic progress with :rocial Justice a.nd to discharge 
these asks both cliUcendy and ~1'C!bibly. 

This C'!p3ciIy is not sclf-evident to aU. 1 W".%S aske:d ill 
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a press conference in Goiania wherher it was really 

credible that such miserv as exists in certain areas of 
." 

Brazilian life could be remedied through democratic 

means. I replied that both history and logic demonstrate 

that the answer is "yes." Demlxratic means do inrlc'.:d 

ha~~e that capacity, and they 2re the only acceptable 

means for people who: possess and who value their free­

dom. 
The twenty nations' expression of confidence in repre­

sentative democracy sets a high standard for leadership, 

not only in the political sphere but in private business, 

in trade unions, in agricultural cooperatives. in univer­

sities, and in the many other crganized associations which 

are moving forces in free societies. In the public sector, it 

means standards of integrity, imparriality~ and efficiency 

rather than the favoritism and jobbery which still occupy 

too large a part of the political scen~ and not only in 

Lacin America. In the private sector, it means acceptance 

of social responsibility by business concerns in dealings 

"\\-ith employees and consumers, and by trade unions in 

promoting the cause of justice for the working class. It 

means cooperation among all elements in the community 

to expand productivity rather than a. self-defeating effort 

to equalize poverty. And it means responsible control of 

political leadership by an electorate infonned by a free 

and honest press. 
Not all of these high standards will be achieved over­

night. I know of no democratic society where they have 
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been fully :.1cbie\t e-d. altbGugh I would bt. happy to f:lce 
a fair comparison hem-em demo;.-rncy ;-and tocalit:trim 
regimes in all these respectS. 

\VharelJer its faults, democrncy po~ two cardinal 
\v.-ucs. which 1 dare say are the reasons: that: \Vinstoo 
Churchill bas descriLed it 3S ·~the least b3d form of ~tt-.. 
ernment." It does not permit me State to enslave the 
people. And it ensures an effort to move const:mdy for· 
~":U'd from the st~!iS qllO. alwa,Y's seeking-even if nevu 
entirely reacbi~;....rhe ideals which AbrailamLincoin . .. 
bad in mind in speaking of gmternment '~of thepwplt; 
by me people,. for thepeople.~· 

I \It;3S once asked-not by an entirely friendly ques­
tioner-whether tbe underlying idea of the Alliance for 
Progress was u to m:aint:a:in the StiJrtJ'S tplO of the democra­
cies in L1tin America." The more t ndlt.'C( on tins qu~ 
non. the more peculiar it ~ True democracy netter 
means mainten:mce of the $t;;rtW quo in Latin Ame%ia .. 
in the United States. or anywhere else in the world. True 

• 
detl'1OCr.lcy t.":.Umot mean m:aintenance of the st:.zms quo, 
since it makes political power responsive to the popolin'" 
desire for change. True democrncy, in snon" is the n:­
gi,me of continuous soci1l revolution .. 

In 1lWlY pans of the workl. represcnt:lrive dcmu.t;:tacy 
Jus pro\'ed its efficiency :lS a me;ms; of social cevolt:uion. 
I use the word,-;1't'ofliliolt to me-J!l :l proass; of strucmnJ 
ch3n~ in soclery-3!\ 3lternnon in the pattern of social 

-~~ ~ 4 

~ i."l the social mobility of individu:lls and their 
4 
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clWdren. in tbe educational structure! in methods of 
producri.on. standards of livmg. and the distribiltion of 
income" :md in ;attitudes tow:ud rei.ationships ;,lffiong in­
dhtid~ business a.fld other pm.-;u:e ot'g:Jnizations, and 
me Sratt:. 

The faa tNt the demQCf:3oc revolu t:tonis !!entrallv 
wl " 

nOfll:iQlent docs nor ml.ke it any le..'iS. revolutiorr.lrv. Nor . ~ 

is it :m ~ prt1CCSS. There lre ah,,~.l''"S vested interests 
opposed [0 social change.. :lua some of them can be 
(aneW" rtslstant. Our oum 'h.iston' ct::mt:lins a cbssic' _. "" .,.; 

e.~:amp!e af the fJilure of democratic processes to. con­
tain the :str~ ~ner;1tcd bv an histo.i~.lnv .IDevilrable - ~ ~ 

n.::strncrurine: of our s:octetv ~nd econo.m V'. iu ~. rtsult~ II 
~ ..". .. 

long" bloody. 2nd c'QlStIy ci\'i! Wlr had m be fought to 
hold the rtuion toet:(h~. But it is: j!SO de:!r that tht _. 
nOfl\'lolent «:\"otudons afe nottn;al!y mort: dur:tblt than 

• 
the \.wioknt. A cenrurv hucf'. the bitt'C:t'ntss of our civil 

~ 

W;1f stiU iuuntsllut nce !t:Lnion~. The Br:lziHan trr.a;nci-
p2tlon from sLIvery cunc uter but more pe:lcd'ully~ and 
it nz vielded !(subs in !.!nerr:lcul n;imtOnV which are 

~ ~ 

the envy of the. \\'odd .tUG from \,,-mch \\'e in the United 
~ 

&ms em lcun much, 
U one SW"\'t:v'S roc !JU:.'idt:fll hi'Storr ni \V tstemEurfine~ 

~ ~ -~ 

one sees fCprCSlt'!\r:,ul\Oe utm{1(.'t':lCY gt"-tdtUlly n:lnsfonn-
ing the whole chiUtltte! of the Rrir.i~h [t;J;t,l{"Jrl from i1 

sociuv donumred bv feudal l:uldowntt$ mw a t!li(:idern 
# ~ 

mdustri:.:dizcd \'\'C:llJrt' $i':.ltt wNch .is ntHN dearly of #,.1'\\1 , 

iQr the people_ And. one ~ gr'dttt." '!It.x'til eh:tngt in the 
w't tWO ~erations of working d~"1UJ~f;;i;ey in F tmee 
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'rnnans* induttn~ rhe scret baHtrc, twrh rA~wiw 
Q 

S6 • A XU\' DE.-\L fOR U\ TIS'A\U.:RiCA 

than in the t\\ro generations .of the famous violen~ French -
Revolurion~ "tith its aftermath of terror. reaction. and 

resrorntlon. 
The fact is that reprcsenr:ui'!7c democracy has .. built 

tnm it"! pcJ"'crfui prcs.,'lUtcs for social d"mgc.. because 
those enrrusred temporarily ;,;.;lththe po'l.vet of govern­

mem: are compelled [0 be responsive tlo) persistent aspira­

tions of brg-e and dis..<;,ansned c.lements in tbe commumw. 
~ 

~ 

And the successive m:.1ior ch;mgcs then come to be pan 

of the consensus accepted byrhe enti.re cVfftr:mmity. The 

reforms involved in our own N'cw Dell .. for example. 

which were r~'ted with much birt'erness a generation 

~. are tlO\\~ :accep··ted :lS common ground. - . -
tn :aU this process of :S()citI ;lnd economic change. now-

e\'er~ cenam bzk monll ;lnd potitic;}} vahu:s have been 

held cof!:Sit"mt. The mor.u v~11ut"$ arl;; t.tt(~"le of Christian 

civiliz.drion ;;md r~~"a for the ~tV of the individual 
--=-r --- ..... ' " 

hum:ul being. Tnt: poliric,u Y31UIl!S ;.lre th~)Se of g{.)ve:m-

menrwith the COn5(.'11£ of the guverned. Thi"i does not 

mC'.1O me mere :lppe!f'.lnce of o)n.se~\t. rnanubcmrtd by 

!1. st::u:e monopoly of prt"SS ~md ruw.} ;.md by mob rallies 

nusquer;lding as ~p::mtaneuus ~.kmonstl":l:rions of the peo­
ple It lUelifiS fruC ctln,'~tnt. cxpresst:d rhroughrepn:salta-

0"'(." imtirorion.s.. including the ~C!'et b~llot1 with effective: 

freedom: of pr~"S, :.t'iSembly, :lnd politic!I P:U"tY Qrgw-
• z;lllon. 
No thoug-hl::'ful pt'i'$(:m inthc :$tJ-c:.tUed '"';ld~;:lnd 

indm'tn.:d nJ;ions:" of \V ~srem Em'ope or ~ul"th Arneria 
• ..:L ~.. •. .~t. 

reg:um tUe procf;ss or Clt."Vcwpmcnr lod ~~:t;u Cua.nge <as 
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complete. The essence of the democratic revolution is 

that it is never furished. \ \toe in the United Staces recog .. 

nize the d.:ficiencies in the still-existent slums of many of 

our large cities, in our r.tce relations.. in the continuing 

need to stren~en our educational. suucture~ in the social 
.... 

and economic effects of automation and other techno-

logical development, in me overproduction of certain 

agricu1rura1 productS.. and in many other fields. But we 

remain confident that through democnricinsrirunons ... 
these and omer social problems yet unidentified can be 

analyzed and overcome . 
• 

If one e.~es objecrively the economic systems 

\vruch operate today in Nonh America and \Vestem 

Europe" one sees a rcmarbble degree of similarity among 

them and a remarbble degree of conseo::."Us within each 

nation on their basic validity. Comtlluni!>"t propaganda 

tries ropersuade us trun these ilre all "capit;llist systems~'} 

obeying the ine.'\:or.ilile b\,,{s of dec:l}' of Ma,r:x's historical 

determinism. If one uses the word "capitafum" simply to 

mean an economic system in which agrk"'Ult'Ur'JI,. indus-­

trial, commerciaL and fin:mcUl acrivio ..... are cJTrled on 

mainly by privately O\1l'Iled ccmpanie: lnd private in­

di\id~ then these are indeed capitalist syst~ms~But 

consider the framework in which priv:.m: enterprise 

works in these countries. 
F~ the owne!!:rup of the enterprises .. lnstC2d of being. 

confined to <1 small moneved class" is becomi.'lg mc:.."'t:.lS-. -
ingly diffused in many b.mds. Among the o\\<"De~ ~e 
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now found a large number of stockholders from the 

middle and working dasses. often including the em­

ployees of the companies themselves,. and the large pen­

sion funds that have been built up by the trade unions. 

Second, the task of management has become increas:­

ingly separated from o\\-uership and entrusted to a grow­
ing professionalized corps of trained adrninistrators~ This 
"managerial re\~olurion" has had an important effect on 

the attitudes and policies of priv:uc companies. 

Third, while in many industries technological con­

siderations require large-scale units, monopolies are for­

bidden outside the public-service St.nor (\vhere they are 

regulated), and there is keen competition among the 

various companies for shares of the market .. for research 

and development of new pro.J:ucts~ and for improved 

methods of management to reduce costs. 

F ourth~ \\rages and\yorking conditions are determine~ 

not by the simple will of the employers, but through 

co~eccive bargaining with highly organized free trade 

uruons. 
/\.lo%.oside the privately o\vned companies.. the ~ 

includes an impon:mt network of cooperatives:., especi:illy 

producers" cooperatives in the agricultural field md also 

many consumers' cooper;atlvcs* In the agticult:ur.d sector~ 

there are ~pecial governmental incentives and aids to 

produccion-sometimes perhaps too effective-but :ill 
supporting l system of farms oQ[I!ed by the farmers 

themselves. 
As to the role of ®vemment in economic life., then: ... 
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is a significant range of enterprises under direct govern­

mental management. l\{ore important, there is a complex 

framework of guidance, influence, and control which 

greatly influences pri'ltate business policies. 

Government policy, moreover~ reflectS a resolution of 

many forces. Businessmen are one important force, as: 

indeed they should be, since they are directly responsible 

for the operation of much of the nation's economic life. 

But business interestS are by no means monolithic and 

united. Labor organizations ha, .. e substantial political in­

fluence, also not always monolithic and united. Farm 

organizations., professional groups of every variety, civil 

servants, and even uni'lterslty professors and other intel .. 

lecrua1s all ba\"e a voice in the process of persuasion and 

debate that ends with governmental policy determina­

cion. And national political leadership has a major role in 

shaping and guiding the entire process. 
In shon:, these governmental systems of the industrial­

ized nations of the free world are pluralistic systems., 

greatly affected by what my Harl;ard colleague and our 

i\mbassador to India. Kenneth Galhraith. bas called t~the 

concept of counte!Villingpower:·· lntro:ch~ tins eco­

nomic system can scarcely be called simple "capitalism"; 

it must at least be called uneo-capitalism" or "democratic 

capitalism" or "a democratic enterprise systemn or per­
haps simply a Hmixed economy," 

• John Ke.nneth Galbn.ith, .4mm.:an Capitatim: The C~ of 
Coumnvailing PIT~ (Boston:: Houghton Miffiin. 1952. te'\iscd edi-. 
ti~ 1956). 
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It is significant that in \'Vestem Europe. the demo­
cratic socialist parries have been moving a\vay in recent 
years fro~ their sponsorship of the traditional socialist 
principle of public ownership of the means of production 
as an end in itself. Thev have learned that the mere 

• 
transfer of enterprises to go\~ernmentaI hands guarantees 
neither efficient operation nor social justice. On the 
contrary. it often carries \\ith it inefficiency~ jobbery~ 
and the political abuse of economic power. The Euro­
pean socialist parcies have therefore come to favor other" 
indirect means of fostering d'te interests of the working 
classes they represent. They have found that a S}"Stenl of 
dispersed control and initiative through private owner­
ship and economic management, coupled with indirect 
governmental incentives and restraints,. is: a more produc­
tive form. of economic organization which can be com­
pletely harmonized with the objectives of socia1 equity. 

If the idea of '''socialism'' means social JUStice and re­
sponsiveness to the interests of the broad masses of the 
people, then these neo-capitalist democratic mixed econ­
omies are much more "socialist" than the Communist 
S}-steIDS which have appropriated the term. In troth~ the 
Communist regimes have as little ~aht to cill themselves 
"socialist'~ as they have to apply the term ~'democraric~~ 
to the completely totalitarian, one-party dictatorships of 
the Eastern European satellite countries. 

Let us compare these democratic mixed economies 
with the predictions of l\hrx and Lenin concerning what 
they called the mC\Titable evolution of Clpir.dism. 1 will. 
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cite only four outstanding examples to demonstrate the 
hollowness of this pseudo-science. 

First, Marx predicted that the capitalist system would 
be characterized by widening class differences and ever . -
more intensive class warfare. The \vorkers could never 
obtain more than minimum subsistence wages. \"nat has 
happened? A century later, the workers of these rni"'{ed­
economy countries are full participants in the fruits of 
economic progress and are indeed the best customers of 
the industries in which they ,york. Social class disOnc-

• 
nons are tending to disappear entirely. If l\:larx~s predic-
tions had been corre~ it would hardly be the announced 
goal of the Communist countries to "catch up" with the 
liv-ing standards of these downtrodden and exploited 
North American toiling masses '\vith "nothing to lose but 
their chains." Speaking personally, I hope that they do 
catch up-and not only \V-ith the living standards but 
also with the respect for divine la\v and human liberty 
which are the more important superiorities of the West. 
And they should, since Russia and Eastern Europe are 
legitimate parmers in the great heritage of\V estern 
civilization. 

Second, Marx and Lenin foresaw a series of increas­
ingly severe business cycles and financial crises in the 
capitalist world. The nco-capitalist world has now gone 
thirty years without unmanageable financial disruptions., 
and thc£e is every" reason to believe that '\ Vestern eco­
nomic science and policy have ruled out for good any­
thing like the disaStrous depression of the 1930's. 
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Third, based on the lack of internal markets resulting 
from the subsistence wages of the proletariat under capi­
talism, Lenin foresaw a series of bloody struggles among 
the capitalist nations in their effort to conquer outside 
markets through imperialism. For a while in the Jatter 
nineteenth century, especially during the partition of 
Africa, this prediction seemed to have some substance. 
But how does it stand up today? \Vith only a few rapidly 
disappearing remnants of European imperialis~ West­
ern Europe is enjoying a dramatic new surge of growth. 
The most prosperous \Vestern nations are those which 
never had colonies or which lost them early, such as the 

• 
United States, Canada, Australia, Switzerland, Sweden, 
and \Vest Germany. ...-\nd while Western Europe has 
been freeing its colonies rapidly in these postwar years., 
and abandoning its chauvinistic nationalism in favor of 
regional integration, the Communist' system has been 
conquering and holding new colonies through the use of 
undisguised force. 

Finally. th~ Marxist doctrine holds that "bourgeois 
democracy" is only a pr::!tcr.:< : and that governments are 
simply committees of management on behalf of the capi­
talist ruling classes. It is amusing to look at this doctrine 
through the eyes, let us say, of a t\venciem-centnry 
Swede or Norwegian or Dane or Dutchman.. For anyone 
with even a nodding acquaintance with American his­
tory, it is not precisely easy to think of Theodore 
Roosevelt .. or \,,"oodrow \Vilson~ or F ranldin Roosevelt 
as "tools of \Vall Stteer." Nor has President Kennedy 



appeared to be a slavish ixsaxment of the steel i n d q *  
In shuny the forces of representative democracy, im- 

pelled by the popular drive for social change, have 
proved much swnger than kIm7s so-called historical 
inevimbility. 

Someone may say that this is 211 well and good for rhe 
presently induced cornme$ which have had favor- 
able natural en'frironments and which entered the k d s  
aial revolution many decades ago. But are &ere reasurn 
for confidence that the democratic reroIu6on can work 
simiIar mitacIes in Latin America? To answer this re- 
qnltes some andy-sis of the process of economic grad 

Without endorsing every d e t a  let me d attention 
to the ernremely stimulating study by P r o f ~ o r  Walt 
Rostow of the Massachusem Institute of Technof~gy~ 
now head of tfie Policy Planning St& of the Department 
of Sure.* 

Professor Rost:ow, basing his theory on a careful smdy 
of the actual process of development in many c o m ~ &  
of the world during the last three centuFies? sees five 
major stages in the go'cvth process. They are: (1) the 
traditional societies, not unlike the dd phntadon aecu4- 
m a 1  arrangements of colonial South America; (2) the 
"preconditioos for takeoff," a transitional process pro- 
viding a foundadon for the great agricdturat and hdw- 
trial revolutions; (3 )  the "takeoff into susdned ~TQI*' 

*W. W. Ros?awwq The Stages of Economic Grr~th:  A Nrm- 
Conmarnin Mmifefio (London: Cambridge Unir-erSiry Press, 1960). 
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appeared to be a slavish instrument of the steel industry. 

In short, the forces of representative democracy, im­

pelled by the popular drive for social change, have 

proved much stronger than .Marx's so-called historical 

inevitability. 

Someone may say that this is all well and good for the 

presently industrialized countries, which have had favor­

able natural emrironments and which entered the indus­

trial revolution many decades ago. But are there reasons 

for confidence that the democratic revolution can work 

similar miracles in Latin America? To answer this re­

quires some analysis of the process of economic growth. 

,\Vithout endorsing every detail, let me call attention 

to the extremely stimulating stUdy by Professor Walt 

Rostow of the MassachusettS Institute of Technology, 

now head of the Policy Planning Staff of the Depamnent 

of State.· 
Professor Rostow, basing his theory on a careful stUdy 

of the actual process of development in many countries 

of the world during the last three centuries, sees five 

major stages in the grow'th process. They are: (1) the 

traditional societies. not unlike the old plantation agricul­

tural arrangements of colonial South America; (2) the 

"preconditions for takeoff," a transitional process pro­

viding a foundation for the great agricultural and indus­

trial revolutions; (3) the "takeoff into sustained growth," 

• w. W. Rosrow. The Stages of Ecooomic Grtrwtb: A N01Z­

Crnnmunist Manifesto <London: Cambridge Uni,ersity Press, 1960). 
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which Rostow calls the "great watershed in the life of 
modem societies"; (4) the "drive to maturityt a phase 
nonnaUy extending some sixty years after the beginning 
of the "takeoff"; and (5) the "age of high mass consump­
tion," a stage still limited to the industrialized countries ... 
of North America, '''estern Europe, and Australasia. 

I have tried to classify the situation in Brazil in terms 
of this theory, and I can only conclude that Brazil is in 
at least all of the four first ~aes simulraneously~ de­
pending on the region which is being observed. The 
State of Sao Paulo, considered by itself~ is clearly wen ... ;n 

the way from "takeofF' to maturity. Certain other re­
gions are not far behind. Sao Paulo still bas many prob­
le~ but if all Brazil were at the economic level already 
reached by Sio Paulo, and developing with the speed 
with which Sao Paulo continues to develop, would there 
be any doubt whatever as to Brazil's national capacity 
to assure a bright economic and social furore? 

This does not for a moment mean that Sio Paulo and 
the other more advanced areas of Brazil do not still re­
quire outside capital. On the contrary, Rostow's analysis: 
shou'S that the period between "takeoff' and economic 
maturity is precisely the phase in which nations have the 
greatest absorptive capacity for imported capital and can 
make the most productive use of it. Foreign public and 
private investment has entered the State of Sao Paulo on 
a large scale in the vears since the war. The economy has 
.... * 

benefited gre-atly from it. I hope that this flow will 
continue for many years to come, and that it will be 
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c h a e r .  Bnt similar sitc~ations have been effeaively 
dealt with by democratic means in such cases as Southem 
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herto  Rico. In all these cases there have been three keys - 
ro genme progress- 

The 6.m key is an intensive and well-planned progrm 
of public i n v k e n t  to supply both the economic and the 
s o d  infrmcnw (such as roads, power, water, edn- 
czttbn, and public health) required for rapid develop 
men%. Though k d d  development has an kpo-t 
pan to play, rhe main ttuust must be toward improve- 
ment in a e c d d  produeti~ity and better disdution 
of agricrilmd Incomef since agriculture wiIl iaeaimb71y 
be the phcipd occupation in such reaions 3 for a very 
long period. And I emphasize social investment a lok  
with the economic, because without improvement in 
human c a p i t a 1 ~ e a y  in healthf educational 
and a5@cufd  extension serviceithe provision of 
roads, power, and water can not achieve their full po- 
tentid 

The second key is special incentives to amact private 
investment, in order to get over rhe hump of irsidy 
low renvns which create a vicious circIe of 
There are many types of such incentives. Taxkonces- 
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intensified through full participation in the Alliance for 

Progress.. 
In the less-advanced regions, however, such as the 

Brazilian Northeast, the problems of accelerated devel­

opment are more difficult and substantially different in 

character. But similar situations have been effectively 

dealt with by democratic means in such cases as Southern 

Italy, our own Tennessee Valley, and the island of 

Puerto Rico. In all these cases there have been three keys 
. 

to genUIne progress. 
The :first key is an intensive and well-planned program 

of public investment to supply both the economic and the 

social infraStructure (such as roads, power, water, edu­

cation, and public health) required for rapid develop­

ment. Though industrial development has an important 

part to play, the main thrust must be toward improve­

ment in agricultural productivity and better distribution 

of agricultural income, since agriculture will inevitably 

be the principal occupation in such regions for a very 

long period. And I emphasize social investment along 

with the economic, because without improvement in 

human capital---especially in health, educational training, 

and agricultural extension services-the provision of 

roads, power, and water can not achieve their full p0-

tential. 
The second key is special incentives to attract private 

invesnnent, in order to get over the hump of initially 

low returns which create a vicious circle of 5ta::,anation. 

There are many types of such incentives. Tax conces-
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sions, market guarantees" government assistance in pro­

"iding plant sites, technical assistance., and credit on 

unusually favorable terms have all proved their useful­

ness. 
The third and perhaps most important key is full eco­

nomic integration with the wealthier regions of the na­

tion. If the development of a depressed region were 

tackled in isolation. this would add immeasurably to the 

difficulties. Such a region IDtb"'t look to the wealthier 

areas for marketS for its o~'n specialized products;. fo.1' 

supplies of capital goods and other goods which can be 

made more cheaply in the advanced areas, and for the 

furnishing of financial capital and technical assistance 

which will be attracted by the special incentives pre­

viously referred to. Southern Italy is finding th5 to be 
tro~ in its relations with Northern Italy~. and Italy as a 

whole in its relations ·with the rest of the European Com­

mon Alarker. A mOSt hopeful sign in this connection is 

that businessmen in Sao Paulo are giving serious thougbt 

to invesunent in Brazil's Northeast. The economic prog­

ress of the Northeasr will dearly benefit sao Paulo by 

providing a major addition to the domestic market. 

An agreement has been ~aned commirnng the United 

States to large-scale assistance to supplement the Br.nillan 

government's program for accelerated development in 

the Nonh~t The joint financhg under this agreement 

fits -,\;thin the framework of the three key lines of policy 

I have mentioned. The Brazilian Northeast is r: .. cognlzed 
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by all concerned as one of the greatest challenges in 

Larin .. 4\merica to the dedar3tlons of policy set· forth in 

the Chaner of Punta del .Este. 
On the national as well as the re¢onal le'Ve1, the AlIi--

anee for Progress requires for its success an dl'ectivc 

process of over-all programming for economic and s0-

cial development; the selection of priorities; the prepara­

tion of sound specific investment projeas; the promotion 

of basic reforms in taXation. in education .. in the agnui'ln 

struct:ure, and in other imritucionsrequired to assure a 

""ide Wsmnurion of the bendits of de~1!lopment; and 

the principle of naoonal self-belp supplemented by 

pr~mpt and effective f!XttrruU financial and technical 

3SSlStanCe.. 

As 1 hope I have made dear by now~myfaim that 
democratic insrirurions are fuUy c~p<lble of making good 

the intentions stated at Punta delE::."Ce does not mean at 

aU that 1 suppose this success wiU be automatic Of' ~-y. 

\Ve all know that democt':3cy h~s its weaknesses as wdl 

as itS stttngtbs.\Ve know the e3Se: with which pe~-uasiOfl 

an degenerate into derru.tgogy and policy an degenerate 

into politicking. \Ve know the temptations to iobbety 

and corruption-although democ;racy bas. no monopoly 

on those: evils. \Ve know the cumple of the legislator 
(in a COWlm' dut had beuu be namtl~j who boasted 

" 
that he had never voted .. gainst an expendimte.. and 
n.ever voted in f:1vor of a t:L.>< me~'1 and had alwzys 



is a txsk for en- 
ia t  cnligktened * pubk 

68 . ." ~"E\V OLf.\L FOR. t..~ TIN AMERIC\ 

been re-elecred. tVe know that :administrative reform hlJS: 
a very high priority along \';,'im reforms: .in eduC:1oon, 
rauoon. and bnd tenure. 

Protection a~nst these weaknesses is a tlSk for en-_. 
lightened political leJdership ;md for enlightened public 
opinion. A free democt'.lcy does h.wc tnertsources to 
3SStl,re that such abuses \1;iU nortemain hiddcn ;;and has 
the meaDS to COtI"ect them if the win e:rists. 



5 
REBUILDING THE 

EDUCATIONAL FOUNDATIONS 

Economic de,.doptno:nmd soci:l! pr~ ~ I have 

sai~ 31,"iC; $am~ !:\'\''ins.: ~"I'd ~'ill Jii!velopment,. properly 
O)noo,~('.d of ~ ~ imrtstmenf.'" is itself II r:najo.r faaor 

in 'me pr~ oia;::ooo!(tl,;)c drtclopment. This is' tbe ase 

""rh public nC',\ltn. which tmpmv~ the prooual\'e ca­

pacity of the peop~e. 11: is me ~. with unproved agtl,­

culntrnl living oludirl;;:ms:. lim: if ~ cspec:Wly trot: with 

«(it1anon. wruch ;f fH·l).pcd;/ d~gned ~~n prove and bas, 

prow:n to be :l nll'.j!e pnxhH:uve form of mvestmatt dun 

;'Illy of the cUrll;'enot'rnal eoonootiC'i.rl~lest:mml:S in physi­

al works. 
in eduanon ;:rna tr:Un~.no k~'S dun in 'pbv,"sial .' ~ 

investment,. lies the StX'fe( of rebtivcl'v high eoorumW.: 
.I "" 

devdopment in ru;riQn.~ ~)r fnruC'\1r:u r(S#~ na-

tions such as S\.~attbnJ ;l1na brJ:cl. if one ex'lmm me 
mit'lc.tt: \:Ii'hlcil J3~ performed in the $econd bali' ot 
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the nineteenth cenrurv. converrin;{!' itself in :a fe\v deCIdes 
~' >- ~ 

from a u:adirion-bound feudal :societv' into a modern in· 
* dnstrial nation. it is clear that me intnxiuction of uni-

'\"ersd. education played a criticai part. tn the United 
Stares, recent: ~,dence suggcsts th;;it perhaps one h-.. lf of 
the fourfold incr-e:ase in our per c.lpir:1 inCt)mes during 
the Jast seventy-five years is due to the impfO\ement in 
bnm:m Clpital through education and training. the other 
full coming from science and t~'Chnology and from in ... 
f;csauent in physical capitaL 

In Latin Ameri~ of JU the underlying conditions 
,",itich keep li\~L~ Standards today so f;ar below the l~"eJ$ 
that the hnm:an <1.nd fT'.3tetili rtsou.l'CCS of the Hemisphere 
make pos:sible." none .is more itl1pormt::t than the deficie"n­
des in cducarimul suucntre. Th{j~ ddlciencics ate 
univc!S3Uy t~d. They 4!C borh quantitative and 
qualit;uive. No OOsic t".:forrn could do more to accelerate 
the nu .. u:h..Jesired prOiCe~ of eCOOI)m!C md social prf\Jg­
ress: dun me bro::ldenit1£' tanG mode~izarion of this. cdu~ 
ariorul struCruN!'~ 

from the Utm'tlfl :and SQt.'id \'ie~vpilinc. "hi'S reform is: 
ess.enriai to reilize the boo13n potential'S: \'1(ruch :lIe often 
simply lost mrough tbe ~bscnee of any :~nh.lilible school­
ing or thmugh the gros.'S deficiency in educational op­
portunities i>t]ond the rudirrtents of ptim:uy school 
From tbe economic 5t3ndpoint~ :l modem SUCifty fl'Ccds 
~cd skills at .dl ievt'is" from highly tt:uned uni­
versity engineers:, 3gt"o;nomists~ physkilns;. scientists.. ad­
ministr:arors .. account:.tnts." :m.d ecOttfJm.is1Zs .. downtruough 



of agricufmrd and mechmid 
and sElled offie wtkcn* 

eir rm-le 23 to d 
d commuaities, have 

avercame? 
have one gat ad~fmtage. This is the opp 

tfte mehods of pdnecion, disuibution, and oqp on 
tlmt adhers have f d  chroqh - decades of slow exprii- 
menmdun and developmmt, I phS2e adapmtion 

expliGle gmh for the m ~ n g  

In 313rch 1962 them rwk place in Sandamo ,Y de Ch2c a 
jar in ria& conferen= on eiJuc~don md ia r&u 

tion no ~ o n a ~ c  snd drveloprnenr in 

REBt.'U..DING THE £DUe.-\. TlOK-\..L FotJ~'DATlO~-S • 11 

the intermediate ranks of agricultural and mechanical 

technicians, and skilled office workers. 

Developing countries, in their struggle to close the gap 

with more highly industrializ~d cornmuniri~ have many 

disadvantages and obstacles to overcorne~ but they also 

have one great advantage. Th.1s is the opportunity to 

learn. from the experience of others. to borrow and adapt 

the methods of prodtlcrion~ distribution, and organization 

that others have found thro~ah decades of slow experi­

mentation and development. i emphasize adaptation 

rather than copying~ since the methods must be adjusted 

to the special conditions md desires of each developing 

country. In an age of increasing technological complex­

itYT this process of adaptation simply cannot be accom­

plished without a modern educational system. 

It was for these reasons that the Charter of Punta del 

Este included as one of its e.'Cplicit goals for the coming 

decade the following: '"To eliminate adult illiteracy and 

by 1910 to a.ssure~ as a minimum" access to six years of 
~ < 

~ -

primary education for ezch school-age chi!d in Latin 

America; to modernize and e:tpand vocational,. technical,. 

secondary and higher educational and training facilities .. 

to strengthen the capacity for b3Sic and applied I'tSe'.arch; 

and to pro\~de the competent personnel required in 

npidJy-growing socieries." 

In l\hrch 1962 there took place in Sanwgo de Chile a 

m:ajor international conference on education and its reb­

Don to economic and soc.ial development in l..:mn ,AIru.!!';" 
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iea.. There the goals of Punta del Esce \vere further 
"" 

reviewed against the background of such SY::itemaoc in-
formation as could be gathered \vith the help of national 
ministries of education and all the international agencies 
concerned. Tne backgtOl:.md papers for this: conference 
make it dear that there exists a woeful deficiency in the 
basic information required for effective educational plan­
ning-; but the tentative data aVliIable show that Larin 

'-' 

American countries :1. ... a who1e devote only 2 percent of 
their gross national product t'O education. To re-olen me 
minimum goals, e,ren after allowing for improvements 
in the efficiency of educ-.uional methods, this proportion 
should be doubled to 4 percent by 1970, and should be 
supplemented by substanrial e.~teroal resources" which 
the Santiago meeting estimated at some 150 million dol­
lars a year. The representative of the U mEed States made 
dear our readiness to cooper:n:e \~I'irh effective Latin 
AmeriQl.D programs for educational e.'<ptlnsion and mod-. 
erruzanon. 

Looking at some of the information developed for 
mat conference concerning Braz:il in relation to: other 
Larin American countries,. we can see that a number of 
major points stand our. There are major deficiencies in 
meeting Brazil's legal standard of four years' universal 
primary education., deficiencies especially marked in the 
Brazilian North and 'Northeas~ :lnd in mral areas of the: 
country generally. (Parmtheticilly I might note that 
the legal sr.mdard in most of Latin ... '\meri<'"a refers to a 
minimum of six years rather than four~ but these higber 
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targets are not necessarily matched by higher perform­

ance.) There is the sudden and sharp shrinkage of the 

educational stream benveen the primary and the second­

ary leve1s~ much more se\·ere in the case of Brazil than 

in the other large Latin American countries. \Vithin the 
.... 

secondary school systern~ there .is an acute shortage of 

technical and vocational training, both rural and urban. ..., 

So it is dear that if the needs of a rapidly da;veIoping 

economy are to be met~ there is not GIlJy a very large 

task ahead in the completion of the primary school sys­

t~ but relao1lely ::m even greater need for expansion 

and modernization of intermediate and secondary educa-.. 
tiona! training. Finalh'~ at the hisrher level~ there are 

....,. .... 
problems not only of numbers but even more of remedy-

ing qualitative weaknesses, especially in such fields as 

engineering. agticulture~ and administration. 

It is sometimes asked \vhether Larin America C'.ltl af­

ford universal education. I would point ro tw'o persuasive 

reasons for believing that it em. \Vhen my own state of 

l\'i3.SS3.chusettS introduced the fi~'t system of free .. com-
o . 

puIsory~ universal education in the wod~ at the very 

beginning of the nineteenth century, our then stage of 

economic development was far behind what e.'rists today 

in Brazil and in sever.u other Latin Americm IUtions.. 

If e.:\:perience elsewhere is canvassed. it 'Will be found 

that cenain nations in Asia and Africa, also· substantiallv 
~ 

poorer than Larin Ameri~ are no\v beginning to pro-

vide primary education for all of their children.. 

To serve its purposes~ however~ the educational :,ys--
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tern must be designed to meet the needs of the develop­
ing society. Two centuries ago, one of our early 
educational philosophers made a somewhat oversimple 
distinction between "useful" and "ornamental" educa­
tion. Primary education is dearly a foundation for both. 
At the secondary and higher levels, however, the dis­
tinction takes on more validity. I have a dear impression 
that the broad design of Larin American educational 
systems, modeled largely on the late nineteenth-centmy 
experience of continental Europe~ does not adequately 
serve the ~'usefur' side of present-day needs. In societies 
seeking rapid industrialization and higher agriculmral 
productivity and modernization of their structures of 
production and distribution, there is a vast requirement 
for technical and vocational education at the secondary 
leve~ and for engineering, medicine, economics, and ad· 
ministration at the higher level. .... 

I do not argue that Larin American education should 
be a carbon copy of our own syst~ aItho~ah 1 fumly 
believe that our experience,," for example~ with agricul­
tural colleges, and '\\ith university training in engineering 
and admin.istration, contains many lessons of value for 
the other American republics. I would also point out that 
the European educational structures are themselves being 
modernized in the directions I have jUst suggested. 

But it is dear that the best: kind of "useful" education 
also carries ,vim it a large component of the "'orna_ 
mental," since leadership in the professions and in an 
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sectors of organized private and public life calls for 

minds that are not only disciplined but also cultivated 

and reflective. The conference at Santiago de ChiIe~ 

like all conferences on education, did not fail to pay its 

respects to the classic question of humanistic versus 

materialistic education. Having my'self been raised in 

the humanistic tradition, but having observed carefully 

the process of vocational and professional education 

at the higher levels, I should like to emphasize my firm 

conviction that this is largely a false dilemma. Though 

it is poSSIble for vocational and professional training to 

be narrowly materialistic, the best fonns of such train­

ing are aimed at making not only good spe~ but 

good citizens and trUly cultured human beings. 

The qualities of mind that are called for certainly 

include the basic disciplines of ~auage and number, 

the rigorous logic of mathematics and the physical sci­

ences, the respect for hard fact and for objective e\"alua­

tion of events. But they also include an understanding 

of the varieties of human experience and the comple-xities 

of the human spirit; its emotions and passions as well as 

its capacity to reason; and the creativity which distin­

guishes men from beasts. History, philosophy, literature, 

poetry, music, and the other arts all have some part in 

such an education. It is dear, moreover, that formal 

education-whether at the primary, the secondary, or 

the higher level-must equip the student for the con­

tinuing process of education in the course of his adult 
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life. Training in the capacitv for further 1 
* k at 

feast as impo-t as the a&ual learning czf the schoal 
vears S themselves. 

It is significant in this connection that our 3 war land 
mant colieges, originally faun xclusively for  main- a + 

inp in the agricdmd and me c mC and our own 
-at technologicd inrr i~ts~ nrch as the ,Massach- b 

and a lnstimte of Technology, have now 
edved  inro f& rounded universities the broadest 
meaning of rem. Ihe mp;~H that the eriam 

large1:y a product of \Vestem European ~vriters whose 
onlv acsuainrance with h e  United Sates comes from 
m&on ~icmpoPO This mjxh is happifp kins  dispelEed by 
the grearer volume of firrr-hand cantams 

I would not expect eduadonaf refom at the f4x - 
level in Latin ria ro ffollow slanshty any siqIEe pat- 
tern eIseu;here in the \%.orld. Ladn America has a uide 
variety of models ro srudy- and wiH doubdess a-ohre is 
own patcerns, especially .I* &apted to its own needs and 
ckcurmtances. In considering the relation edu- 
cation and economic development, however, I would - 

point out rhat our ow23 sy of land grant universiri* 
one hundred years old & 1962, is tfie founddtion for the 
most h i d y  C" e *productive system of  gridw we in the 
wvor3dC There are now &w-eEight such m k  
coundng for about one fif& of the toed higher eduatim 
in the United Smtes. They indude r ch centers of 
the highat q Their work is &iredy * bded to the 
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life. Training in the capacity for funher learning is at 
least as important as the actual learning of the school 
years themselves. 

It is significant in this connection that our great land 
grant colleges, originally founded exclusi,,~ely for train­
ing in the agricultural and mechanic arts, and our own 
great technological institutes, such as the MassachusettS 
and California Institutes of Technology, have now 
evolved into fully rounded universities in the broadest 

~ 

meaning of that tenn. The myth that the American 
educational system is devoid of humanistic elements is 
largely a product of \Vestern European writers whose 
only acquaintance with the United States comes from 
motion pictures. This myth is happily being dispelled by 
the greater volume of first-hand contactS. 

I would not e.~ect educational refoon at the higher 
level in Latin America to follow slavishly any single pat­
tern elsewhere in the world. Latin America has a wide 
variety of models to stUdy and will doubtless evolve its 
own patterns, especially adapted to its own needs and 
circumstances. In considering the relation benveen edu­
cation and economic developmen4 however, I would 
point out that our O\¥"n system of land grant universities, 
one hundred years old in 1962, is the foundation for the .. 
most highly productive system of agIiculmre in the 
world. There are now sL'Cty-eight such universities., ac­
counting for about one fifth of the total higher education 
in the U cited States. They include research centers of 
the highest quality. Their work is directly linked to the 



national + q o v a e n t ' s  system of aa&culmral extension 
sen.3~~~. Now these do not c to be perfem inaim- 
tions. Year by year they are them=lves modii:ying their 
c u r r i d  and &ethods,*since like all dtmamic orpniza- 
doas thev haye long recoonized 3 the n&d for self-criti- 
cism. BG they cem=Lidv i' have a great deal of value to 
offer to a continent zvith a cniin* d s need for higher a@- 
culturd output and for improved Lt&~o 5 conditions on 
the land 

lhis immense chalIeV of rebuilding the educational 
foun&dons of La& rica is directly- related to rwo 
other q-pes of anal change: as refom and ad- 
mkismdve reform 

To double the propomon of toml natiod income 
devoted to educ;kriun ob~oasly r e q ~ a  drawing on new 
sonrces of tax revenue and &itribuhg rhe resulting re- 
ceipts approp&tefp among rhe rarious Ievek of govern- 
ment respcknsEble for different sectors of the ednca~onal 
process. In cases where a large b. bud=- 3 deficit is al- 
ready a major source of inflario preSkumy the need 
for &x refom is all the 5 -eater. 

But it is equally clear thst the educadond effort c3n 
succeed only =~~i;h a nrbnandal improvement of the 
a niswative mcture.  It requires smnmdc pIm&agy 
the proper rebtino 3 of teacher w d g t o  s r h d  m m c -  
tion, and the use of educational methods that 3 h e  
the grreatesr r s per unit of expendim re. This in tarn 
requires a bodv *t of properly paid, properk d m h e &  and 
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national government's system of agricultural extension 
services. Now these do not claim to be perfect institu­
tions. Year by year they are themselves modifying their 
curricula and methods, since like aU dynamic organiza­
tions they have long recognized the need for self-criti­
cism. But they certainly have a great deal of value to 
offer to a continent with a cl)--ing need for higher agri­
cultural output and for improved living conditions on 
the land. 

This immense challe~ae of rebuilding the educational 
foundations of Latin America is directly related to two 
other types of institutional change: ta.\: refonn and ad­
ministrative reform. 

To double the proportion of tot..'ll national income 
devoted to education obviously requires dra\ying on new 
sources of ta.~ revenue and distributing the resulting re­
ceipts appropriately among the various levels of govern­
ment responsible for different sectors of the educational 
process. In cases where a large budgetary deficit is al­
ready a major source of inflationary pressures~ the need 
for ta.~ !"efonn is all the gre-ater. -But it is equally clear that the educational effort can 
succeed only with a substantial improvement of the 
administrative structure. It requires systematic planning, 
the proper relating of teacher training to school construc­
tion, and the use of educational methods that \vill 2ive -the greateSt results per unit of ex-penditure. This in tum 
requires a body of properly paid, properly trained, and 
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genuinek professiond civil servants for educadonal .ad- 
mi &on. And trained a&* 
pensable in other sectors of gow 
p h ~ 8 t e  b3EhSSr 

One of the m m  striking " p e a  of the rwolutian in 
private enterprise which has dex-eloped d the past 

in the United States and then 
kcl Iized nations of the free 
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prili-ate tion, and ar bath the secorrdq and the 
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of the basic principles of rhe 
principies of vsematic pl 
donsl reformb and 

cial help. a 
be devdoped in isoladoi from rhe re* of the natiad 
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genuinely professional civil servants for educational ad­
ministration. And trained administrators <l.re also indis­
pensable in other sectors of government activity and 
private business. 

One of the most striking aspects of the revolution in 
private enterprise which has developed during the past 
half century"-starting in the United States and then 
spreading to the other industrialized nations of the free 
worId-has been the development of professional man­
agement. It is trained not only in the applied sciences of 
engineering and production and the applied economics 
of finance and accounting, but also in the more complex 
applied social science of human relations-the organiza­
tion of effective working groups through the free COIr 

sent and acti\'e participation of their component mem­
hers. And it is trained in the concepts of responsibility,. 
not only to shareholders in the enterprise~ but also to the 
consuming public. the local community, and the broader 
national and,vorld communities whose well-being is 
essenrial to the health of the enterprise itself. 

The training of such managers for both public and 
private administration, and at both the secondary and the 
higher levels, is itself one of the great needs to be ful­
filled by the educational structure. 

In the field of education, then, we see exemplified all 
of the basic principles of the .. J.\Jli:mce for Pr~he 
principles of systematic planning, self-help and institu­
tional refo~ and timely and effective outside technial 
and financial help. Oearly me education sector cannot 
be developed in isolation from the rest of the national 



economic and social deveIrapment, On the demand side, 
ihe need for trained people depends on the pace and 
c h a r  of the dweIopment lace in other see- 
tors. And on the side of nx ~ ~ E S ~ ~ U C G  a be 
devoted to edaation mun be properly weighed 
the needs for mdon and paw&, qp=icuIwe atld 

in comecdon wirh 
eriorsl economic and social 

nee the world over has repeatedly and unep~v 
demo-ted that sociaI refom Is not merely a marrer 

resuln, it requires h e  

which eduaGond mfom 
nomic and m&l te 
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economic and social development. On the demand side, 

the need for trained people depends on the pace and 

character of the development taking place in other sec­

tors. And on the side of supply, the resources to be 

devoted to education must be properly weighed ag.illIst 

the needs for transportation and power, agriculture and 

industry, housing and ?ublic health. 

The building of a structure of modem education may 
not appear as dramatic as other types of basic refonn 

which have been so 'widely discussed in connection with 

Latin American economic and social progress. But e."(­

perience the world over has repeatedly and unequivocally 

demonstrated that social reform .is not merely a matter 

of legislation. To achieve real results, it requires the 

buildi?g .of institutions with people and training and 

orgaruzaoon. 
Nor should the speed v.;ith which educational reform 

produces measurable results in economic and social terms 

be underestimated. Educational reform was a key to the 

astounding tranSformation of Japanese society: In the 

last fifteen V~ it has been a key to the remarkable 
• • 

conrrast between the living standards of Israel and those 

of her neighboring Arab countries in the Middle East. 
It has been a key in the development of modem industry 

and technology in the Soviet Union. In a young country 

like Braz:i4 ,vith ahn.osr half the population below the age 

of fift~ education can produce nmjor results with 

extraordinary rapidity. 
Broadening the educ-,uional base is also vital to the 



democratizing of the social aru . True d m  
not only means political righ it ~~ l3xSn.s 
mmuine e q n a l i ~  of oppomurity uith an open road for b 

le of den; hotrewer humble their social orioifis. 3 If 
f school aoe a fail to h v e  schoolingy 
Q W s e  of potentid h 

for a nadon! Edum.Sod oppomtnity 
rnobZw J of CIS= and therefore to and 
consnucdve 
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democratizing of the social SUUL"tUre. True democracy 
not only means political rights for all; it also means 
genuine equality of opportUnity with an open road for 
people of talent ho\vever humble their social origins:. If 
half the children of school age fail to have schooling" 
what an appaUing waste of potential human resources 
for a nation! Educational opportunity is the key to 
mobility of social classes and therefore to lasting and 
constructive social change. 
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FREE INITIA TrVE AND 

THE ALLli\NCE FOR PROGRESS 
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Despite all the w'cll-known problems of infiario~ of 

regional and ~"CtoraI rmb:lhnces, of bgs in educJtion 

and. agriculture and housing, and of administrative de­

ticimci~ the Brazili3u economy ~ continued to grow 

rapidly. This foundation of things al~dy accomplished 

inspires confidence dut funher and ooter-b-.l1:,mced de· 

vdopmenr e;m go forn-ud. and dut the problems and 

defi >nd~ if cOU!'3geously ::md redistically faced. can 

he ,;fC{)mc. But obviously Brnzilneeds rapid runner 
economic and sociU development. It is· :it count..,.· of very 

rich potential" but with living Stmdards for UlCSt of the 

oopubtion br bclow the levels which could be acmeved. 

Ji course people are not satisfied with their prt'Sent 

livin2' standards and want better ones for memsehu and 
..., 

their clUldren. 
F urthennore., '\\itb the population inae3Sing at the 

nue of two and one quarter million per ye~!', new iobs 
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must be found at the rate of one million a vear. A.nd 1 
" mean genuinely produCtive jobs. not fictitious umlke 

",,'ork. '" The im,estmenc and ectmamic exp·u·son re­
quired simply to provide these jobs. in addition to r:m­
ing average living standards.. is subst~nti~1. it is a Striking 
faCt tba~ although the population or the United S\:Jtes 
is tw'o and one lull cimtS iliat of Brazil tod:ty. the popo* 
urion isincreasir.g so much more rapidly in8,ruiI that 
me annmn task of addioonzU, job ctt.ltlon is almost dle 
same size in the nvo roumms.But with cm.I! production 
in B~ today only one C\venrieth th::!.t of the United 

" " 
Stares. it can reldihl be ~eu how formidable;.} t'JSk Brnzll 

, .. 
faces in achieving the nec~ry p14ce ",f economic Ci-

pansU)Q. 

As BrJ:zilian husinessmen wen know .. tronamic devd .. 
opmentis not achieved by \~ving :some nu~ic wand 
To establish or I!:."tpand ~n individual hwiness rtquires 
h:ud effon to plan the emupme, n'J mobilize resouras 
for in\'estment~ to o~ni2e zmd l:rlin the work fo!'ce~ to 

"'" 3SSiemble the m3chinery ~nd equipment. to develop the 
supplil'S of w:ner ;in£! power ;ttld !':\w m:u:~ ·mt.· net­
works of distribution lnd autktfir,.g. and the bmnciaJ 
and ;lccmmring controls fO ~U!e dl;lt the ~ is 
~ing run 3t a profit. N:uion:.U .ievdO~t ·ts the ~ 
of many mOUS4nds of such t."ldivid'f.Ul ~~clopmcn£!;. 

It is the p~ of the _t\m~nCt: for: Progr~ .. :ll.! it .W:JS; 

of the original Br:ariltm pmpos:U for Oper3tion Pm 
.<\mcrica, to' speed up n:ttion:d diC'v'dillpmenc: duoogh a 
combined process. of eifective ruatwml pbr~~, i~uu-



md ampic rmnr~~  + large-sclle *, s b m c e  
f ram o&et friadfv S na~uru  111 tr.i.ckin a frametvcrrk of 

mdonr and dcxnacratic ibcnies. 
!wave a p p e m f ~  h e 3  kc! to sup- 

yiEfs& nf af &zh'o~i & 

er of h n u  det Esxe an snci:~I p 
merely 4 ; ps~mrarn 3 of 

C. f t  is MUC ttur the .%ihnce 
s tlona % \titi\ C C O R O ~ ~ C  devcfsp. 
rs c;trion;zt dssclnp%en.t pEnm tn 

indude pmisiczn far doc=rG~rt, h~xIth.~ inprc~t-,t-cd mcit 
Eions, 2nd ~GW-CQ~T hos5ings IC Ir ~ 1 ~ 2  sa 
pzq~blcms o i  f~sckwt"lltJ troi~m s such  it^ the 

e~s,  wfri~h &+?YE sat &ft~lfrd w.Efient 
crf f c m t  d~e4ife3~ BUS z f t t t  kq~sie phi) 

phy m ,& zt.a pramtg:e r;rpid rcc~t~c~rrtic hvcCpment - in t> 
rwE pm~u~;ixu~-tfir tot3t 4v&Giliw + af 

* e a  ulrsEcuwlai a prnyl~lng L f~~~ 

q&mhie & ~ p j t ~ t i t m  333 for f :r.Lf ~r3r:iripaR.~l in 
gas of rhr pdsnd:seion, tViCkIt%g 

xL.aufd a ngafi dis~~hgi;y gh:j.i.tsrv. 
&t: anre  firx:g-% rhe 3Ubna gv:rspkrr tfut m.rr&xx 

fa of: m*eakicJ sxb1 ~ R Z ' C S T ~ ~ E ~  st, a i ~ ~ ~ b l t +  in ~ a b , k  n 

IXdGb Afrc$ria% ; ~ r g  irre#+>nm: f nisg i~nly M far ~8w 
imBC&re crjrtg~bagtcm gas wchZf wrlf3rrr b.sr ggls> &-F~Lw 

krfc. cleg:~.=ra~ in ecunirtrric c fa r1d IE-p  

3 wsichy. ctn pakc;, 

tiona! reforms:. and compieU1cnt.:L.""'Il lar!le-scale ~ist;lnce 
, '"' .t< ""'"" 

from other friendly naotlns. aU "~tithin a framework of 
* 

free institutions and demoer:.uic iiberties. 

Some commentators have apparentiy ixen led to sup­

pose tha~ because of t'he emph~lsis of the Act of BogOi:~ 

and the Owte.r of Puna del Este on ~jcbl progress" the 

Alliance for Progr~ is merely;;. progrJ:ffi of !WC~i wd­

fare.. This is not the c.asc. It is rrue th;n (he Amance em­

phasizes social progn::ss along with economic develop­

ment. :and dut it exp«ts r..;lri()o.ll development plans to 

include provlsl{)n for c.iuooott. hC;;tlrh .. improved ruti11 

Ihtiru:! conditions. and !O\\A_Cost hO\.l."£in~+ It JL'iO su~'S - -
the ~ prnblerrs ()f b:lckwJrd regions such as the 

Bnz:ilbn XOnh(:1Sl~ which fu\'c m.lt' sh::.u'ed sum..'"le:ndy 

in the p~ of rct.-ent dtc::tJcs~ But l:hc b;l"Sic phik~ 

ph)" is to prolW"}:C r.lpid (:";:ononuc dt::\i'd(;)pme'nt in 15t'l.kr 

to in~ ~ou.l pr~hlcti¥Jil7!,-t:he wl:::.tl J'l;'j,n::lb~Hty of 

goods :.md seITk.c~llnuh::tncously prtwiding f,x their 

more equit::dlie distributi~m :jl!'ld for f~tU p"a!!icip:ltion in 

P~ess bv 3D ~~tnl::nlrs f .. f rite: pf.:>pcl;:u:if:m. '\ Vithottt 
~ , - ~ + 

illuch ~!er n~ul OUtPUlt, II'fH!f't teJistribudt1tl t}f int.'))n~e:s 
"",-' ~ 

would simply n~e:m Ji"§,tribtJ.~it~ fkJH%I'Y, 

At the same rn.uc .. the AUi;lm.x ftcogniz6;s dtlr: ecrtah"l. 

forms of Sll)-C'.lU<:J :$ixi:xl in\'t;snnenl!. fH.ll:;.t:blv in puhtic: 

hwth md edu:l"'.ui~a. JtC i!uponam rH)~ mttf f'l!'th:eir 

irruntdiut cm:nribu~ipn HY ~ei:d wdf:.U't. Od:t ttl~.} bec;lQ~ 

rhey ;1n: indi<spen'Sahle (:h;fl1~~ in ctvctomic J~'d~:rp­

met'll'. They;;U"t: indeed J;tnf~ng the f!!'~1: ~n'ooucn'te ff)tms 

of invemncnt 'which ~l St..~'try C'.ln Wi:i1"t. 
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\\"here does private enterprise tic iura the philosophy 
of the Alliance tor P'rogress?A cardul reading of the 
Ouner of Punt.t del £'5;tc 500\1."S th~lt private enterpri:sc 
has <1 role of primary impon~Ulcc, It' is :he main source 
of iniri:amte and of action in the dcvei{1pment l:)f im:!usay, 
a~culrure~ finance. CQmtnC.n;:t:. and distribution. A ma-
~. 

jar purpose: of 'the ol<fr·ill de'vdopmemal pbnning so 
strongiy cmph:a.s:i7.cd by the Charttr is to pr.Jvide ;;1 fra.me;.. 
work of instiruao(\$ and incentives to encour2~ the: 

"" most t":;lpid ~ble e~P<l.tlsion (>;If constrnctive private 
enterprise: :and to ~re rh:;tt ::1tl :t.dequate share of the 
tot~'ll reoour~ for mv«S'tID(:t1r win be a,,~bhle for use 
by the pri\':a.tc SC:CWf. 

This form of plt.U'&t1n£ for t.kvthlpmtnt docs oot mean - . 
n'1-u~d control of tht: \t,cnph; i!'\:ot'l(.)nllc st!'U<.'tUte 00 
tt.lt;~Jit.:.ui2.n li..l'ld it mC!.n~ pbnning due i'S co:nctmt::r~ted 
-on £,"-'0 cs'S:t'mhl dmlc!t'ls; (l )~.n tt1:l:tgnted program ()f 
public invomu.=:m in e'CuuoMc lfld S4....it::ial inira5uu(."tl:Irc 
fnr which ~ovemmeru: h:lS dirl!;::L~ r~l'{)P.sib.ilint. witb ~ ¥.; 

ls~urcJ fimncing' on ;l rlon~inB;lti!)n;l!')" b~t~is, ;md tl) - ., 

pro~isi(}n of :l fr.:unewo:rk uf irotitUl:imu :And I.nctnri;\'e$ 
widu .. 'lwruch priv,U(; emt:!pri'SC c:lu funenon did.e:ntly~ 
1'be government dcv'clopmtm phn-s" in :l s.tn~ ~y be 
like'ned to the arteries.,! i.l he":tlthy htruun being? w'itb 
pri\i';ltt: enrt.rprise providing tht: blood cclb whkh Bow 
through [bt~ :lrttrit'S. -Ob\'lowly f"..1ch nation must nukt it~ {)wn d~c~Q" 

t ~ ., " 

:as m t:!1e f'l!lg"': ot econonU'c o~raoor'':\S w~,>hes:to be 



aged dirrc~lv bv rr the 2 mremmenc, Ir should bc ~trted 
tlowevcr, rhar it is ROT to orpnize efiieient pubtic 
adrninkmtian even fat the minimum functions g ~ h ~ i ~ k  
my modem c n ~  undenakcs. On the social side, 
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f"o G-e; far rapiC pr~tsess. C S p ~ e m  af pub- 
r * & = c a r  r i g  ar.4 - i t  T. estrmsih 

* "* -3' f " - % 

sr%flee am dulbftlr8f"Zd.f s?:;;-,rr ,s. oo\*ercmr.nrJ t ~ k ?  ~ h o ~ c  
s u c ~ ~ f ~ ~  ~gg&n&d~.p$ a m j ; d  ;%sid mode 
gi,. 0- &g aannmic d c ,  &;ri: are rhe bai; E C S & + F ~ ~  

aampm~crn c~rt;muniatissns, and s*:r>lk* yk F a potver 
and u.;hrgy* ie & of whirfa ?avernrnegg +i;xn~&>rt - 2nd 

* 
g~~tx*efi,menr. 'n ma :ing nr v 9lq+ . **i E,LTt~e 
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managed directly by the government. It shoul..! be noted", 
however. dut it is not easy to ofg:anizc efficient public 

" ... 
admin.istration c\'cn for the minimum functions \yhich 
any modem go\'"cmmem undertakes. On the socid side. 
there is the hW!C taSk of modemilJng the educ:acional -- "" system, i."duding the PW\+is:iofl of universal primJ:fy 
eduQtkm. ~ch.rucal and vocariofl:.ll secundarycducadon •. 
:and hi~h<:;l' ,edu.c~tJon n:de-.igncd to meet the needs for 

-' ,..' 
specialized maZlp(.hve; for rapid prt)?fTcss. SJ"Stcrns of pub-
lic hea1th~ St1cia~ securint~ :H~d :;!'Z~1cllltu:rol extetlsion 

,. -' 
scr~ces l.fC ~di!(imu.1 rr:::;~\Jr gover:r.,:nt:m:al task5 whose 
successful org.lnizaci<m !S t::SS~j:d to r:n1~d moderniza­
tiOln. O~ the (ooft(lmic s:ide~ dt;;rc ;i.re the b:l'.l~c ncC\vorks 
of transporariof4 co:nmunk;tri~}ns. ;lnd $';':F~l:' f f power 

d ...; - l..... ··.l an 't··;l.fer, U! au or \\'n.H::n ;z'J·"emrm.'!'!r {;.,;.i..;;:.nl~l'i'n ;.lnU 
~. -

go\,crl.mCnt h Il:t:n':in~ m:ccssarUY tlbYl hrtte O~rt . 
..... ' .' ~ '"... ",-, %.-

HO'.1>' far a naoon \\'lshes to $!O bevn:nd tbs b n!'~:adTHY 
..... 1 'i' '" ~ 

certain hJsic indu~cs depends p;;trtiy I,n the 3vaii~bibty 
uf po,';aw {-csources f:::r du::se purposes and pt.lttiy on 
political consider-;u::olli ".'hicn \:J.ch ct'."unun~~.\· f'f1t4.:i.t 

CV;llwtc for itself. 
from rhe point of \'it.. ~,{ of ;;: ~f·.i-:nr dC"'dfJprnt nt, th.:.: 

imporum requircrm::nt ii r:h:lt s'Uch l "JutiC' e~ I'erpdse; t'l<t 
well oEV"r;lt..:d--{~>(;hn:i\',tH)·, ~1.drnini;u;1tiVt:;!v._Hla eco~ r-- • " 
n{Jmit~;dh'. And it would be slluph,' blinJ.t;;e;s,'inQ[ :':" . - ~ 

.n:cognize ~hJr there :lrt ccrt;l!n buUt·!'" obst::ck-s",\vhkh 
are ;'ot Cl$Y to o·.'O"come. Th:ere is the prubkro of ;.t\'oid~ 
ing politicli critcri~ in the sc'kc!lun uf pt.:!w!'.!ld. ThC:.tt 
is the problem of :lvQiding e:u:e:h,)"lVe c~nu:1Fl.1lrion of 
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what are essentially business-type decisions. And there 
is the problem of applying objective accounting stand­
ards to costs and e.'.-pendirures to avoid hidden subsidies 
really made at the expense of the people themselves. 

In nations with a long tradition of highly efficient pub­
lic administration. such as England. Switzerland, and ... 
Germany • these obstacles are largely overcome by organ-
izing government enterprises on a true business basis" 
completely insulated from politics. In other countries:" 
the e:\-periences generally have been less successful. It is 
significant rhat Socialist political p:rrties in the free coun­
tries of \Vesrem Europe ha'l,e in recent years tended to 
abandon state operation of induscry as a political goa~ 
finding that pri\'are oper-.. ulons \\'ithin a framework of 
go\;emmental n.-agularion which encourages competition 
and ensures fair treatment of laoor 2.nd consumers are 
better guarantors of high pmdut."tivI-cy and of social 
justice than are the outmoded theories of stat!t socializa­
tion .... '\nd 3S to agriculture~ surely even the more doc­
trinaire Communists must be h;uboring doubtS about 
collecri\'c and communal farms ",.'£lieh provide neither 
adequate production nor even political satisfaction for 
the peasantS. 

In seeking to speed up development, a moo em go\'em­
menr must undertake. along with a weU·conceived pro­
gram of public invesnnenr" the even harder task of 
providing :it he.uthy economic fr'lmework First ana 
foremost is the need for a Svstem of money and credit: 

• • 
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to meet the needs of a modernizing economy without 

substantial monetary inflation. In the highly industrial­

ized countries, there is much discussion as to whether 

monetary policies should aim for complete stability or 

should welcome a gende inflation of perhaps 1 to 5 per­

cent per year. But I know of no one who believes that 

economic development is helped by inflation on the scale 

experienced since the war in Bolivia or Chile-or since 

19;9 in Brazil.. Such inflation reduces the total volume 

of savings required for development and distorts the 

patterns of invesnnent~ pushing much of it into non­

productive channels. It is a source of continuing social 

and political unrest arising from the struggle of every 

segment of the society to protect its relative posicion as 

the money continually depreciates. In particular" it 

weakens the middle class whose gro'wth is indispensable 

to real economic and social progress .. 

Nor is there any secret about the sources of such 
• 

inflation. It results from large governmental deficits 

financed by the prinring press and from an unbridled 

e~p.msion of credit without regard to genuine economic 

expansion in real terms. 
Severe inflation undermines the whole SVStem of finan-.. 

cia1 insritutio~ me, .. itably lcadine- to enormous interest 
.. ...' 

rateS to compensate for monetary depreciation. and to 

all sortS of devices for evading the legal ceiling on inter­

est charges.. In order to put somereJl content back into 

the financial world~ it e'ten leads: to a curious new mone­

tary Un!4 "·mulciples of the minimum wage," alreJdy 
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adopted for certain criminal penalties. And it always 
contains the danger of getting completely out of hand~ 
degenerating into a spiral of galloping inflation and per­
haps even to a totally worthless currency. as occurred 
in Gennanv in 1923. 

" Apart from money and credit, a sound governmental 
framework for promoting development \vould include 
encouragement of a smoothly working capital market., 
stimulating both small and large savings, and means to 
channel them into the most productive forms of invest­
ment. 

But if private enterprise is to play its full part in this 
great challenge of rapid development., there is also a need 
for modernization \\'ithin the private sector itself. This 
is the special responsibility of the business leader. 

If one suntevs the evolution of business in North .. 
America and \Vestern Europe over the last fifty years~ 
one sees a complete transformation in attitudes.. organiZa­
tion, and methods of operation. 

The old view \vas that a bm,;ness existed solely in the 
interests of its owners., and that they couId best pursue 
that interest by squeet'ing the most out of their con­
sumers through a monopolli'tic policy of low output 
and high prices.. and by Stlueezing out their competitors 
through every device of jungle warfare" legal or illegal. 

The modem view asserts that business is an organiza­
tion for a social purpose, \vhose markets depend on ever-­
increasing real wages for the lower :md middle classes 



of h e  nation; rhat the businmm is a profaional man- 
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ranicri~e monopolies. s modern view places a 

resing producdvity, achieved 
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of the nation; that the businessman is a professional man­
ager ,vim responsibilities not only to shareholders but 
also to consumers, workers, and the society at large; and 
that open competition within an expanding economic 
environment gives far better resulrs--even from the nar­
rowest viewpoint of profit and loss statements-than 
restrictive monopolies. This modem view places a 
high priority on ever-increasing productivity. achieved 
through better organization and administrarion~ techni­
cal modernization. and labor relations which secure the 
willing cooperation of the work force in reduc..ng costS 
and expanding output. 

In nations like France and ltaly~ this sea change in 
business attitudes has largely taken place during the last 
fifteen years, in the course of postwar recovery with the 
help of the i\larshall Plan and in the subsequent develop­
ment of the European Common lVlarket. Organized 
producti\'-ity centers have played a large role. The old 
idea of each business seeking a protected position. bol­
stered by various legal privileges and zealously guarding 
business secrets from competitors, charging consumers 
high prices for small volume~ and battling its own em­
ployees as if they were enemy No. I, has given way to 
open competition for shares of a constandy growing 
market, cooperation with labor in improving productiv­
ity, and concentration on scientific and technical advance 
to meet new consumer wants. 

And what is the result? In place of economies that 
have been ~onating for decad~ there is one of the 
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highest rates of economic gro\vth to be found anywhere 
in the wo;"ld. The larger national output is being more 
widely and justly distributed to the benefit of all con­
cerned. 

I see no reason whatever \vhy similar methods and 
similar attitudes should not b~~ even more fruitful 

'"' results in Latin .. :\merica. where the opportunities for 
eA.-pansion and development are so much greater than in 
the densely populated old continent. 

In this connection, I am repeatedly surprised by a 
widespread attitude to be found in Larin America con­
cerning business profits. There seems to be a feeling that 
profit is ugly, antisocial~ and something that businessmen 
should be ashamed of. It is true that there are certain 
types of purely speculative profit~ or monopoly profit. 
which deserve this criticism. But in a healthy and com­
petitiYe economic system, profits <lIe a sign that the busi­
ness enterprise is meeting real consumer wants, keeping 
its costs below the prices that consumers are willing to 
pay. This is a ~on of real service to the economy. which 
should be a source of pride: and not of shame. The 
businessman who should be ashamed is the one \vho 
makes losses, since he is. either not meeting- consumer -wants or does not do as efficient :l job as his competitor. 

If the criticism is directed against monopolistic profit~ 
the target should be not the profits bur the monopolies. 
In that field. the experience of the more industrialized 
free COU-1"lmes shows workable approaches to an effective 
antimonopoly or antitrust policy which can ensure 
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healthy competition ~ithout going to the extremes of 

cutthroat competition. This is -, not her important institu­

tional improvement for modernizing societies bent on 

constructive de,·elopment. 

\Vhat should be the role of foreign private enterprise 

in the process of Latin American economic develop­

ment? The importance of this role has recently been set 

forth in clear terms by the joint Senate and Chamber 

committee of the Brazilian Congress,. prepared by Sen­

ator l\1em de Sa. Tha.t report makes dear the contribu­

tion of foreign private investment not only to the total 

capital supply in Brazil m-er the last fifteen y~ but 

also to the modernization of Brazilian industry through 

the inrroducUon of new techniques and more productive 

methods of organization and management. It also stresses 

the great contribution made by foreign mvesrors to the 

creation of jobs.. the ex-pansion of the national product~ 

and the availability of ta.x revenues at all levels of govern­

ment. 
In this connection, the American Chamber of Com­

merce in Sao Pa.ulo recentlY' assembled data on twentj"'­

four large North .:\merican industrial investors in B~ 

which include the follo\ving striking figures for the year 

1961. At the end of that year they were giving employ­

ment to over 61,000 persons. practically all Brazilians.. 

During the year they paid wages and pensions of 19 

billion cruzeiros. They contributed over 100 million 

cruzeiros to charitable .. educational. and professional as-
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sociations. And their ta.x paY"IDents to national, state~ and 
local governments amounted to 10.5 billion cruzeiros. 
This seems to me to shO\\' a very large contribution to 
me grow'th and welfare of the Brazilian economy. ... . 

In December 1961, I visited the automobile show in 
Sao Paulo,. and more recently the heavy indusrrv show 

• • • 
there. No one can see such d.isplays of industrialization 
in Brazil without being enormously impressed. 1 :lm told 
that some representatives of the Soviet exposition also 
visited me hea,.~ industry show, and remarked at the . . 
end that they would now have to revise their ideas about 
the stare of Brazil's economic development. I am not 
surprised. I imagine that they Iud heard so much from 
their agents and friends about Brazil's need for economic 
emancipation that they supposed that Brazilian industry 
was still in the middle a~s . ... 

In this connection,. perhaps I should also report the 
obsenrations of some Bnv.ilians who visited the Soviet 
exposition in Rio. They said that~ except for the exhibit 
on outer space) the qtt.ility of the merchandise there 
made it dear that l\ir.Khroshchev should e!tablisb ~ 
new economic target for the Soviet Union: "Catch up 
with Brazil! >1 

Now IDCb,,{ of the individual comp'.mies represented 
in the e.,<posltions in Sio Paulo are owned entirely or 
in large pan by Brazm;.m shareholders. Yet almOSt all of 
them had benefited from technical and m;:lnageriaI de­
velopments pioneered in the United St:1tes~ Germany., 
France, Japan. or orher free industrialized nations., And 



ir was rhroueh 22 xile channel of direct investment by 
= 

enterp&s, ofren   ork kin^ 3 in p 
s that these great adwnces were 

im development 
When are made about foreim L' invesaneat 

"sackind' C" the B n economt-, one cannot help ob- 
sen&g chat it is the State of s ~ d ~ a u l o  \'kch has shown 
the - greatest surge fon~md in recent wars, Ehe 

in red w7 ;tu retpenues, and 
econormc 3 wow* and ir in the State of Sib P d o  
that rhe vast buK: of foreiqn privzte inv eat hzs k e n  
concenmted d&g this ;e;;eriod. T h e  obvions conclusion 

to be that foreiw inVaxmenr not onIy 
but should be eagerly srrugbt. 

i t  said that La& b e  
a e  concerned that the 

d v r n ~ ~ ~  I t  is evident that re- 
sources are avf ib le  in rhe linited Srltes and in Emopt 
and Japan for and devefopmenr an a scale my 
much k a e r  3 

counm; &n hope ro und r d  kR v a n  to cornp. 
But is ;he a m e r  ro this problem to exclude tfre forrign - 
developmenrs in science ind techno1 1 1 s b d d  b k e  
thou& b pre&eLp the rmerse. One of he 
taw Z? 

of the detdaping couonia is h e i r  ability to bar- 
thee ~chniques pioncerrd by otften 

& indeed, one of tfic r a s h  

FREE ~TIIA TIVE A~"D THE ALLL~NCE . 93 

it was through :he channel of direct investment by 
foreign enterprises, often working in partnership "with 
Brazjlian~ that these great advances \vere made in Brazil­
ian de\"elopment. 

\\lnen remarks are made about foreign investment ... 
"sacking" the Brazilian economy. one cannot help ob-
serving chat it is the State of Sao Paulo which has shown 
the greatest surge forward in recent years,. the greatest 
improvements in real wages" ta.x revenu~ and general 
economic gro",~ and it is also in the State of Sao Paulo 
that the vast bulk of foreign private investment has been 
concentrated during this period. The obvious conclusion 
would appear to be that foreign imrestment not only 
should not be repulse~ but should be eagerly sought. 

I have sometimes heard it said that Larin American 
competitors of foreign firms are concerned that the large 
resources of the foreign parent companies for research 
and development place competing Latin i\mencan busi­
ness at an inevitable disadvant~. It is evident that re-... 
sources are available in the United States and in Europe 
and Japan for .reset'U"Ch and development on a scale very 
much lar1!ef than BrnziI C'r anv other Larin American - . 
country (.."';In hope to underake for many years to come. 
But is the anm"er to this problem to exclude the foreign 
developments in science and technology? I should have 
thought precisely the reverse. One of the great advan­
tages of the developing countries is their ability to bor­
row from and use the techniques pioneered by others 
at great e.xpense. This is. indeed~ one of the reasons for 
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expecting much more rapid development in Latin Amer­
ica in the tvIentieth century than took place in the nine­
teenu'" century elsewhere. It is the most promising way 
of closing the gap between Latin .:\merican and North 
• .\merican living standards. To shut OUt me advanced 
technology, in order to preserve vested Latin American 
interests in less efficient methods of production~ would 
be simply a prescription for permanent impoverishment. 

Paradoxically. at the same rime that some voices in 
Larin America are heard denouncing foreign investment, 
the already far more advanced \Vestern European coun­
tries are '\igorously competing to attraCt foreign invest­
ment from one another and from the U mted States and 
japan. They offer special inducements and incentives and 
undertake a concerted program of information and pub­
licity on the advantages ofinvesring in their countr~es. 

This type of policy does not result from any spedal 
fondness for~ or infiuence by. North American business.. 

• 
It results,. rather., from a dear r't"Cog-nicion of the true .. 
national s:elf .. interesr of the \Vestern European countries. 
It is the economic counrerparr of that enlightened con­
temporary political \\'isdom of \V estemEurope which 
has turned its back on the demagogic Il3tional~1ll which 
placed the peoples of Italy and Germany under the heds 
of Fascist: tyrants and which twice in this century 
brought \Vesrel'n chrilization to the verge 0·£ total de­
struction. That new policy looks to the interdependence 
of freely cooperating free nations as the au.::! wave of 
the furore.. 
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Speaking on July 4, 1962~ the 186th anniversary of 
our national independence~ President Kennedy declared 
that the United States will be ready for a decwrarion of 
interdependence \\<ith this rapidly uniting Europe-a 
mutually beneficial partnership which, in his words, 
"would serve as a nucleus for the eventual union of aU 
free men-those who are now free and those who vow 
someday to be free." He made it clear that under modem 
world conditions we in the U n.ired States can no longer" 
acting on our ow~ attain our basic goals of peace. free­
dom, prosperity, and social justice. But if \'Ite act in 
voluntary partnership \\i.th other free nations.. there is 
e,-ery reason to hope that these goals em be secured~ 
not only for us but for all. 

\ "'by should Larin A."l1erica not be the third founda­
don stone in this great international enterprise for peace. 
freedom~ prosperity, and social justice? It will be said 
that economic and social conditions do not yet make this 

• 
possible. Very well, then. This obstacle can be overcome 
in a decade of intensive development through the AHi­
aoce for Progress, so that me whole of this New \Vodd 
can play its full p3tt in miking a hetter world for man­
kind at large . .... 
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I fed :a ccrtlin unczlncss about .Jfi" implicar:lt}tl,'i mat <. 
we should be: seeki."1g the J.t:1(.lidon of ;;ttl ten'Sion!S. The 
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~ inscirntional reforms and impr(wemenrs, action to 
improve Latin Americm trading conditions, and sys­
tematic support through external technical and financial 
assistance. in the last pangrnph of the Dedarntionto the 
Peoples of America, \,,"hieh 'was :.tdopted simultaneously 
with the Charter, there is reference to a new era for the 
inter-..;\.m.::nan communit)\ supplementing its instim­
oonaLicgaL cultural .. and social accomplishments "with 
.immediate and concrete actions to secure a better lile.. 
under freedom and democ..racy~ for [he present a~"ld fu­
ture ~nerarions." ... 

How does all this look a ye:aJ bter? Candor compels 
us to recognize dut it is a very mi'(ed pi(:rure. On the 
tcdmical side of developing programs Ilnd projc(."ts" a 
good dC3i Ms been done. The lmer·Amenc:an Bank bas 
pbyed an indispenstb1e P'J..,~ in sp~eding up this proc­
ess. Some Larin Ammt."':f!!l governments Mve grelldy 
strengthened their administrative m:lchine.r:y for program­
mlking and selection of priorities~ C~ the side of the 
United States ~vemment much heildwav has been nudti.:: 

~ . 
in building 'l new org:,Ull1.ation and in gt'Jdwilly con~ 
vcni::lg the working methods of bn~auCl"J.CY to me nt'\' 
spirit C'.illed for by the Alliance for Progress. The lists of 
specificinstirurion:d reforms and improvements in Larin 
Americ .. m:lke an impressive showing. 

\' tt it is dear that the "'"full energies of the peoples 
2nd gow.!mmenrs~' Mve not yet bt:en enii:sted il1.tM 
enort. There is not yet a sense of :;~ gre:"lt CtX'pe.rnrive 
effon 3S the highest priority of the inn::.r-American com,.. 
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munity, securing the devoted efforts of the most talented 
leaders in public and private life throughout the Hemi­
sphere. Democratic institutions remain under very great 
pressuret and in some cases they are once again tem­
porarily in eclipse. although not irrecoverably. 

'Vhy these shortcomings? It "'ould take a detailed 
counrry-by-counuy analysis to e:.\-plain and account for 
an of them. In Brazil, politic.tl life has obviously been 
overshadowed by the crisis follo\ving the r~anation of 
President Quadros soon after the Chatter of Punta del 
Este was adopted. In my opinion., however~ the basic 
shortcoming has been squarely identified by Roberto 
Cmtpos. the Brazilian Amb<ls&dor to tbe United States,. 
when he speaks of the need for a poUtical mystique. 

Unless rot pursuit of econor!nc and $:0031 progress., in 
the terms of the Charter of Punta del Este~ becomes :1 

major part of t.l-te flltiOnai political life of each parricip',u,­
ing country~ and unless the great majority of people and 
organized groups and leaders of influence feel themselves 
hlvolved and committed to these goals" the Alliance for 
Progress will nor succeed regardless of the technical 
soundness of indi ... idual projects ;lnd rh" amounts of 
foreign financial support made ;lvailabLe to Latin Amer· 
ica. The Alliance then will become simply another Amer­
ian aid program~ no doubt large!" and benerr:han its 
predecessors, but not a cooper.uive process for bringing 
about a real sea change in the aemal standards of Ii\~:ng. 
in the prospectS for their further :rapid improvement, in 
me sense of panicipanon in progress by an classes and 
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regions of the national communities. an.d in the security 
of civil liberties and the institutions of representative 
democracv . ., 

The underlying \\:11 for accelerated economic and s0-

cial pr%Tf'eSS under free institutions dearly exists in Latin 
America. To be sure. there are minorities in opposition.. 
There are vocal minorities on the far ldt. whose main 
interest is in ovenhrowing free institutions. They fight 
the idea C'f democratic progress iust :as the CommunJs;r 
parties in \\-estem Europe fought the Marshall Plan 
fifteen years a~. There a,re less '7OC.u. but' oowerful, 

.6 _' t: 

minorities in the traditional oligarchies~ a.'ld some~..mes 
affion£ the newlVrlch inda",trialists~ who arc too satisfied ..., . 
'\w-ith things as they are to be receptive to any kind of 
change, even though t!."<.penence dsewheremighr suggest 
to them th:lt they could find a usefuL 5:ltisfying. and 
rewarding pbce in a progressive democratic society. But 
I \\"ould guess that t:~cn together these minorities ac­
count' for no more than 15 or 10 percent of the peoples 
of Latin ~'\meriC;l~ The problem is: to find and encourage 
;m:jcuJate and efiectilte Ie-.aciersrup ror the aspirntions of 
the vast maiority~ and to relate j; political mystique to' 
the recruuc:d problems rh:lt Il\USt be objectively di:.ilg~ 
nosed and solved. 

Tht son of leadership de.ldy Ultl'it be· Lati,Amen­
an; it C:1..1'1oor come from outsidc~ The supreme merit 
of ex-President Kubi:schek'side-.a of Ope!acionPan 
ArnenQ w:t, precisely that~ This Brilzili::m suresmm 
concci"'ed of a cooperative movement ted by Latin ",'\mCf-
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iean nations~ and supported by the U rured States and 
other friendly countries, to make expanded econo:nlc 
development the central objective of organized public 
and private effort in this continent for this decade. I have 
always regretted that our 0\'\'11 government did not fully 
recognize the potency of this idea when it was launched 
four years ago. It did win partial recognition in the 
decision to establish tbe Inter-American Development 
Bank and in the Act of Bogota, and it \von full recogni­
rion in tbe Charter of Punta del Este. Nevertheless:, it 
has not yet developed the political drive \vhich its suc­
cess reqwres. 

The Alliance for Progress is often compared to the 
i\brshall Plan. The differences are greater than the simi­
larities. Development is a far more difficult undertaking 
than economic recover\",. and the administrative institu-• nons of Larin America~ as well as the economic and social 
infrastrucrore. are much less developed than were those 
of Europe in the late 1940's. But the Europem expe­
rience does contain some llseful pointers:. 

At a certain point in th;, development of the Marshall 
Plan, there bccame e\-rldenr a compelling need for Euro­
pean political leadership at :l. high level as pan of the 
formal cooperaove machinery. And when the idea of 
European integration was concei;ed as the basis for a 
grear ne\v move forward on the f(;undaoon of p~1:'\Var 
recovery, it was given vital politic.J le.tdership by Jean 
.::\fonner and his Action Committee for the Unit>:d States 
of Europe~ a necessary .informal prerequisite to the later 
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establishment: of fonnal institutions for economic and 
political unification. 

Nor were these movements limited to cabinet: ministers 
and public officials. They sank their roots into the na­
tional communities, enlisting members of parliamen~ 
political parries, organizations of businessmen, labor 
unions. and the liberal professions:, universiriesy the press:., 
and other organs of mass communication. Is there not 
in this experience something to be drawn on for guidance 
in the contemporary Larin ",,l\merican seene? 

The Charter of Puma del Este gives deh"berate stresS .... 
to the importance of immediate social investm:entsy along 
'With large-scale economic investments, and it also em~ 
phasizes institutional and structural reform. I believe that 
these emphases are sound. Social investments.. properly 
conceived" are complementary to economic investments 
and are major elements in an effective development pro­
gr-.un.. In addition, both social investment and structural 
reforms are essential to a full sense of participation in 
the development process by aU elemen.ts of the: popula­
tion, and therefore essential to the national cohesion and 
sense of popular identification \vh1ch the success of the 
Alliance for Progress requires. 

But there is much misunderstanding on this point, cer­
tainly in Brazil. I often hear criticisms of the so-called 
assistentW character of the Alliance" as if it were only 
a program for charitable palliatives of tbe misery \ViUcb 
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is SO widespread in this continent. This is a gross mis­
understanding. The term assistential may prehaps be ap­
plied to a campaign to eradicate malaria or to measures 
to eliminate the many debilitating diseases which come 
from impure ",'ater, but public health programs of this 
type are essential to an economically ?roductive popula­
tion as well as to a happier one. And education, which 
is conventionally considered to be social investmen4 has 
been proven to be one of the most economically reward­
ing forms of investment that any nation can make, pro­
viding that it is properly designed to meet the needs of a 
rapidly modernizing society. 

The most acute problems of internal tension. in carry­
ing out the AUiance for Progress arise in connection with 
structural reforms. Agrarian and ta.'!{ reforms are cited 
most frequently. Equally important, in my view" are 
reforms in the organization, working methods~ and atti­
tudes of public administration; reforms to modernize the 
administration of private business; educational reforms; 
and reforms in the financial institutions which stimulate 
savings and channel ~hem into constructive investment. 
All these types of reform are indispensable to economic 
and social progress. Perhaps the Act of &got:! and the 
Charter of Punta de] Este can he given some credit for 
the fact that discussion of basic reforms has become a 
conui.lonpIace of Latin American politics. F.very office­
seeker must declare his devotion to such reforms.. no less 
than to national patriotism and to IrothemoocL Bur, evi-
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dendy, different users of the phrase have many different 
things in mind, and many users probably have nothing 
specific in mind at all . 

. Many discussions of the politics of reform seem to 
me to be oversimplified. It is often assumed that there 
is a one-dimensional political spectrum, running from 
revolutionary reformers on the far left, through a center 
of varying breadth composed of democratic reformers, 
and ending with reactionary anti-reformers on the far 
right. No doubt this spectrum exists, but it is certainly 
not the only political dimension. 

Cutting acrms it, for example, are conflicting ideas on 
the nature of governmental institutions. There is one 
well-entrenched tradition of government as a patron of 
special interests, sen;ng not only wealthy oligarchies, 
but also specially privileged labor unions, and furnishing 
innumerable useless jobs for proteges of various political 
parcies. This contrastS with the concept of government 
as a body of efficient public administrators serving the 
broad public interest. There is another dimension which 
separates deIllaaougues who prefer attractive but mean­
ingless slogans (which may be of the left, right, or 
center) from political leaders who seek real remedies 
for the social and economic problems which cry for 
solution. And there is a further dimension which sepa­
rates distributive reformers from expansionist reformers. 

In any society where great wealth exists in the hands 
of a few, the idea of dividing their wealth among the 
many bas an obvious popular appeal. Every civilization 
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in recorded history shows examples. In societies with low 
average income, the contrast between poverty and 
wealth is especially marked~ because the middle dass is 
small and the wealthy fe\v may be, like the old-time 
princes of India, wealthy to a degree wholly unknown in 
modem industrialized societies. No one conJd claim that 
such societies are socially juS4 and distributive measures 
obviously must play some part in their modernization.. 
But where average standards are low, mere distributive 
measures add no significant real income to the masses. 
They add only the psychic income of seeing the once 
Icighty laid low. H the desire is for genuine economic 
and social progress for the entire community" the main 
thrust of reforms must he directed to\vard development" 
growth, invesnnent, and higher efficiency in production 
and distribution. 

The reformist philosophy of the Charter of Punta del 
Este embraces both developmental and distributive ob­
jectives. In translating these principles into practice, ob­
viously each nation will ha\re to find its own patteIllS,c 
suited to its geographical and social conditions and its 
popular aspirations. But unless the primary emphasis is 
placed on expansion, the wherewithal to meet those 
popular aspirations simply will not erist. 

In this connection, the North American New Deal of 
a generation ago seems to me a nighly instructive expe­
rience. The New Deal brought about major trmsforma­
tions in the structure and attitudes of United Stares 
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society, most of which have long since been accepted 
by both political parries and all secrors of opinion despite 
their highly controversial char.:i.cter when first initiated. 
Reviewing the principal featill'es of the New Deal~ with 
the advantage of a generatif'n's hindsight, one sees clearly 
that its great Sllccesses \vere those measures ,vhicn 
looked toward economic expansion and groWl:h, and the 
reshaping of institutions \vithin a context of such grvwth. 
Irs failures were the measures \\,-hich reflected the gloomy 
vie'w--quite widespread at the rune and later wholly dis­
proved by history-that the American economy was 
already overbuilt and that refonns must simply distribute 
what could be produced under a regime of perpetual . 
stagnanon. 

The measures looking toward growth were ahle to 
create new harmonies among interest groups and classes 
whidl would have been condemned to ci"il warfare 
against one another \vithin a context of stagnation. Let 
me mention a few examples. Regulation of the stock 
market was not designed to destroy Wall Street and the 
investment bankers; it was designed to refonn the capital 
market, replacing speculation by true investment~ and to 
open the way for democratization of stockholding in the 
large business corporations. The systems of housing and 
fann credit insurance were not designed to socialize the 
housing industry or agriculture; they were great social 
inventions in collaboration between Q"overnment and .., 
private enterprise, which made possible the enormous 
postwar programs of rehousing and of higher agricu1-
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tural productivity. The Tennessee Valley Authority was 
born of a refusal to accept the inevitability of bacl-ward­
ness in that underdeveloped region; it sought instead to 
promote balanced gro\\"th through efficient use of water 
and land resources and systematic community d~velop­
memo The social security system met the most pressing 
neem: of old age and unemplo)'''lnent insurance. and added 
imponam stabilizing influences to the economy as a 
whole, but it could never have been a.ff'orded under 
conditions of econvnllC stagnation. The public utility 
holding company law rebuilt the fin3DcUl structUre of 
the electrical supply indust!y~ not by punishing or e:~­
propriating the operating compani::s. but by placing 
them on a firm foundation for future ex-panslon and 
improved service. 

The outstanding failure of the New De31 was the 
National Industrial Recovery Act~ This measure sought 
to candize the economy, to spread limited ,,\'orking op­
pommities thin through reduced hours of work.. and 
to spread limited market opporrunities dUn through 
monopofuric agI eements to reduce produCtion and main­
~ prices. It fortunately endured for only nvo years. 

The New Deal contained many other faults" including 
a spirit of undiscriminating antagonism toward the busi­
ness communit)" at large. But .it also h;td the great virtu.: 
of a pohricaI mystique. It assertt:~ the self-eonfidence of 
the nation in its capacity to cope constructively with it! 
economic and social problems. It expressed a passion to 
include fully in tbe national srn.'ety ce!\'ain ftlrnl!;dy for .. 
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gotten arouos--me ;"';e~oes~ the mig-r.u:ory farm work-:;:,- -" ......, ......., 
ers, the manrinal farmers of thc &)ut'h. and ehe uro.m -,,,'orkers not yet org:aJlized im:o trade unions. And it 
applied a highly pragmatic and realistic ~lpproo.ch to 
specific problems of social engineering. ..'\11 these de­
ments seem to me venr relevant indeed co the contem-~ 

poraryLarin American scene. 

The needior t"C:.:llism in soci:li cnginee~~g postS a 
special challenge m Latin AmeriC'.:m universities.. \vbicb 
are another focus of t.'ltern::d tensions in !:he development 
of the Hemisphere. It is· from their srudent i"lnkS rh;lt 
leaders must come for the continuin!! strn~g'fe for eco-... .... ... nomic and 5(~1 progres.:s. 

During the i:lSt few dcc:ld<:s" L-uin AnlcriC.lfl faculties ... 
of meWci."lc :md engin~ring tu.,rt felt compelled to adopt 
truly profcssion.u sr;;u:'Ul,H"d':>. win'i rigorous train±n:g :lnti 
strenuous de,<'otion to Sttuli~s by the student body. The , .. reasons are e'llililrnr. \Virhour such tr,lining~ tht m~dicat 
patients die and rhe bridges ;Iud buildings cotiapse. In 
many~ pertups roo:)!,. pztS: oftarin America. howc'It"tt;.. 
the illusion n.~ dutfoi.:-ia! engineel'mg is· stilt ",mar .. .. -tel" for dik'U;,mres-fut p:ln;.rime ~1'uclen15 of law ;md of 
economics t:lugtu by pm.rime professu~. Y tJung men 
em graduate \\'ith honors~ pe:!Sl.U.ded rh:n glibness ill 
\'cr~.u e.'tpr~on is ::to iUlt:qt:Uterubstitutt £1':)01" n:spect 
for .h.ard f3CtS ;:uld for rigorously objeCtiVe thirdcing. 
They an: eocoo..."':lged to conf~ the t)'u.gh'C \~ii!:h l:h¢ i:l", 
to belicvetb3t 3 ~..31 srrucrure h::ts been bfJilt when an 



acstheticaliy + pteasin~ 3 desi_=n h:~s Been drattvn-r evm 
an hprmioninic sketch But if eEccrive dcrttopmenz b 
to take piace* tfie facul t i~  of taw and rcona&a must 
dei-elep ;he m e  tczu w ar the facufdes af me 

erin~. Cv It;irho.ut this, one wn erpea mntinued 
v plitic md cnnrinucd coIfa 

rk gememt bv ; s ~srt;l.mrzk~~t ar wge- eb 

rncnr bt. e prirarr: emrp~se,  bar rhev tc.3 i r s i s ~  OR tfFi- 
e r  nrrmaemtmr 3nd an the wrvisg's ysvkg irs arvn 

3 4 

XS'JV. X Tney wi5f r~~aorlfkt: 3' thst \swhea 3 relepht~ne -. or 
p k v e r  .wn+ire is; 3xbsi&2&, th3t ~trbs iQ~  i'i nbt vulv free6 
'ir & 3 - g$'r m fa ;tee uses ;zr the ex of gen* 

TE:NStO~S [S WESTERS H£.\HSPftERE ~ 100 

acsthcticallv pleasing- design h~lS be.en dra wn--or even 
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an impressIonistic sketch. But if effective dc.:dopmcnt is 
fO take pbce~ the facultic,.'i of law and economics must 
develop the same toughness as the faculties of medicine 
and engineering. \ Virhour this~ one can expect continued 
dise:a:ses in the body politic and cominued collapses in 
the social strucmres. 

Let me mention a few examples of this probkm of 
realism in social engineering. In Llcing the problem of 
chrome inflation. the re-.. 'ltisuwiU look for the basic 
causes in budgc'[M] imbalmcfS~ excessive credit expa.n­
sion~ "v~inc~ ''''lthout t'cgard to p.roduCtivitY ~ md ","". _c,.,. 0( 

Structural bottlenecks in critical ;lrdS of production. 
They wiU not be- s.ltistled \\im emotional outbu.rsts . 
a~"t conv<."1ti~t SrI...~pcgo~ttS such :;1.$ fordgn investors 
or gr«dy spccul;.1mrs:. 

In Jelling with public utility sen'i!:;'t;;$,. rhe !C'Alists may 
ch~ eimer n~ag~'Ult'nt by gU~'t:mtn(''fI;t or !ftlMge­
Ulcnr by prh'lte enterprise, but du.:y "Iiill i.nsist (11'\ effi­
cient ul:!nagemenf :lnd un the 5ervlct:'s. p;lying itS own 
\\.':lV •. Thev \Il'ill rct:'o~ilt. thut \\'hc'u :l ttlephmlc or 
~. -

n£lwer SlCndce i'S: ~1Jbs:iiliLed, dut $ubsid v l'i not frul v free. r- ." 
Iris ;1 giir to fhe forrun:u(: U~'rs ;;It the e:l{pt:~ of gen-
e.rlUy p(mrcr nQ!H!st-rs, \ti'no pay the C{;);st tithu tb.rough 
gencnj f::L.Xes or t~ltQugb 4'1fbno!'!:. Sut:. h J. po tK-.]' not on!,..~ 
comradicts t.roU(lUUC 'St7n.5e; it viob..(~s· the m-ost ele.­
m(ntJ.ry' cJ!t<ms of ~ jU5tice~ 

The' n~ s;im.ihrly~ will be mostintt'tt:srlt:tl in :lgt:tt­

ian Tdonn~ bur the" 'wiU not be :;;tOsntd w-ith roue 
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promises to give land to me landless. They vv-ill insist 
Dn obtaining the faas as tC' no\\' la.ncl ;s owned and used. ... 
and on devising patterns of pn:.,Juctive use which ",if! 
raise ~ariculrural productivity and r'letltttt the el.rnin2 of 

~,-- ....l ... 

a de","'ent living by farm families. Thev \vin comhine 
~ ~ ~ 

refonns in !and tenure ~Nith the ,.rg.loiz.J.rion of agri .. 
culmrnl credit, supplies of seeds <lfid machinery" and 
effective mechanisms for storage, m;.Ukcting, and dis­
tribution. 

Such an approilch to S()ci:tt engineering \vill not dis­
solve aU the tensions llnpiidt in economic and s~l 
change.. But it win gi\'c the cousttUcrivt'u;nsions the pre­
eminence they deserve. Surclythis is:1 ch1Jlenge to' erui'St 
the p3SSions a.ad the intellectual energie<; of the unh"u­
sity youth in Utin Amcric:1 \"'no :lre rightly di')S;ltisned 
1.vith things as they arc. Ii tneywccf;ro analyze cuoUy 
me num3!l :and mneri;ll r~u.rct;S ()f rh.is Htn:Uspht:re~ 
they would see rft:.lt: the objective ?n}bt¢;m~ of ~l and 
economic development are ftl.! ffHJre tt:ld.i1y sulttble here 
man in th.e greal underdeveloped continents O'f Asia <lnd 
Africa. Bur they \\'O'wd 4lso :see clul: dtiieiopmenl! C~­
not be achieved by W;'llting ma£ic wands, tw ufjt'd.8m~ 
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fotcign scapegoars.. by drafting fivt;~yea! phmswithoul: 
the ne~ w.Jlchinerym pux them inti) tif~ct. or by 
distributing pcverry\t:irnour erl!".!tlng nc'w w·e~th.. And 
they would ~. root stt::tdi;;sl: co(Jpti:t:ult.ln ~lng th~ 
Larin .. ~rnon O;;nlons c:Jn hrir..g liluch grt3rt:t r(sum 
than isobred ntitional effortS, and th:u th~ dfcctrllc co!-· 
boor:auo!l of friendly- fonign rurirms C;lrt make :\\ crmc 
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cal difference benvcen success and failure in a limited 
perioo of rime. 

I said 2t the sun that a Foiiti~ mystique is. indispens;a­
ble to the success of the Alli;mce for Pro~ess. and that 

"" leadership in the C:n!ation of this political mystique must 
come from Latin .America. 1 do not mean bv this to 

" suggest: that \'\"e North .Amerlcms nat-e no useful role 
to pby. On t.lJ.e contrary'. \'\~e have an indisp~bterole. 
\Ve :.t.re the major sou.rce of outside teduuca1and finan­
cial support" and it is no easy lob to orgJniz~ ourse:htes 
ro supply that support promptly ~nd effectively. \Ve 
need to conxey :1 much bater und~rs!anding' th<ln nt'w 
e.~ in Luin Ameria of the n;lf'tt.n: of OUt own society 

~ 

3.nd me rcamm m:u impel us.. pedups SOIDtWhiU belatedly ~ 
[0 join in this great cooper:lrite· p~.utner~hip with Latin 
AmeriC!~ \Ve must ;also dis:txl C'Cft:iiln s:u.<ql.ci~n'S and • • 
doub~ SOUle ddihtl'3tdy fosttn:C by the Ulnttnumsts 
;lnd their :allies. bar olheN which f~$U.!t fnml: the histotic 
t~n.qons \~i.thm the Hemisphcir'c. There emtS.. for ex­
lmple,. ;.1 oonCf:rn thu fheAlfunce for-Progress might 
un&:rmine me J!;{}veteignty Zlnd the independence of 
utin Anleriou ntiriOn$~ 1 knuw tn::nl :incakfl\lf our 

4 

2Ol'Ierrunenr as ,,"dl as for mVSH:1fm $lyinll tha:t \\i'e 00 
~ J ~ • 

indeed bc-lieve in ultimtne infenJ~dcnce" rat net' than 
" independence, but it is: the iru:udcEXndtntt of frcl!ly 

coop::nu:ing ?les and natIDns, e~ch independently 
m:Jking its 0'" n de~ons fa work with the (}tben in its 
own d~pest ir.ttercst~ 
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It is m e  that we in the Uaired Sratcs have oat 
own :-1 nq..tjonal intern in rhe succtrs of ahe Allhnce 
for P~QV-. + is nor a gffish interest. haweoer, in 

of b&ng 4p a b @n t'ot X'otrh ,%meria 31: the e?c- 
Ladn ,%mefia. It is farher a narianal inteaest 

which -re with rh~se of out Ladn eeri 
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It is also true that we in tbe United States have our 
own :eal n~tional interest in the success of the Alliance 
for Pro£!,~. This: is not a selfish interest. howe\'~er. in -me sense of being a gain for North America at the ex-"" ..., 
pen~ of Latin America. It is rather a narional interest 
which converges vlithrnuse of our Larin American 

"" neighbors. It is our interest that there be a Western 
Hemisphere of prosperous. self-rdjarrr~ and secu.rely 
democratie nations. And if we look ahead,. oar im2~ .... 
nons cannot: belp but be inspired by the idea of a great 
triangular \Vestern community in "vbieb Latin .. '\m~ 
\," estern Europe~ and North .America :lte: the firm foun­
dation units for an eve.r-widemng area of peace, of ftee­
do~ and of liber:arion of the human spirit in the world 
as a whole. 



.APPENDIX 
TE...XTS Of DOCU:\1ENTS 

APPROVED AUGt:ST 17, 1961, 

AT PUNtA DEL ESIE.. t:RCGUAY 

FoIlo'Wing an: the Declar:acion to the 
Peoples of ,t\.meria and the Cl'tuttt of 
Puna del Este. the t\~o principal docutnents 
csnblisbing t:be~ fof' Progress, 

* 

They were approved by the re'p~tives 
of twenty A.mmcm repuhlics 3t ~ specw 
meeting of the Inter-American Economic :lnd 
Social Council at the ~cri:U level. 
The republics ::ue~ ArgmtiruL. &livta;. 
Buzil. Chile. Clloniliis, Cmu Rio.. 
Dommiean Republic. Ecuaomr. Et Sdvadur~ 
Guatem2i2. Hl'Uti.. Hondur.l$.. ;\'to:ico, 
N~ P:uw:na. P~y. Pera., 
U~ &ttes. Urug".Jay. :mdVeIU::::rucla. 



DECLARATION TO THE 
PEOPLES OF ANEWCA 

DECLARATION TO THE 

PEOPLES OF i\MERICA 

* *' *" 

Assembled in Punta d~l&e. inspired by the principles 
consecrated in me Chm:~ of the Organization of .Ammc.m 
States. in Oper:uion P.tn Ameriet md in the Act of ~ 
tht: repnsentlltlves of me .~n Republics hereby agree 
to establish $In Alliance i()rProgJ'css; a vast: dion to bring 
:3 better life to .ill thepeopies of the Continent. 

This AUiance is: b~blished on the tmi<: principle that: 
free men working througb the institution of re~t:Wve 
democracy an ~'t satisfy man's aspirations~ including tOOsc 
for work. home and btnd. heitm ::rld $Chook No ~'tcm can 
guar.utteeuue pr0gte'5Stm1ess ~ atli~ the dignity of the: 
indi'iidua! which is mc foundation of oor civililaoou. 

Therefore th~ countries signing this declaration in the 
e'(acise of their so\'erei!1ntv have ;:aareed to work toward .er .t 0' 

the foDov.ing goals during the coming y~ 
To improve :and strengthen democratic ins..'~ 

throurh application of the principle of sdf-dut:uuinaOon 
by me people. 

To accdeDte economic :and socw d"do~r~ tbus 



and Rual kougng V ppr~gmm . kr3 tn pa- 

mono~rc*: deVdopmmx4 
; ra enmxn, as qGcUv 3s pd&bk 

tian to *U hz& Cbaimm; 
a x ~ r  &lc, far -a& 

DECLAR.,nON' TO THE PEOPLES Of AMElUC.~ .. t t$ 

rnpidly bringing about a substmtial :and steady incrc<1se in 
the average income in order to narrow the gap between the 
standard of living in Latin American countries :and that 
enjoyed in the industl"ialized coumri:;,. 

To carry out u.rbm .lnd rural housing programs to pro­
"ide decent homes for ali our peo?le. 

To encourage, in accordance:"im the characteristics of 
each country" progrnms of comprehensi\'e :agrarian reform. 
leading to the effective transforma.tion., where required,. 0·£ 
unjust sttUaures ::md S\'"Stem5 of land renure and use; ",;th 
a \iew to replacing btifundia :ltnd dwarf holdings by :an 
equitable Sj"srem ofproprny so that. supplemented by 
timely :and adequate credit. technicl ass:isunce and im­
proved marketing arr.mgemmts.. the J3Jld \\'ill become for 
me man ,,,ilo works it the basis; of his economic st'libilitv. 
the foundation of his in~~ 'sclfare. and the $l3rnntcc 

~ . ~ 

of his freedom :and dignitY. ... . 
To 2SSW"C fair \'\'3gcs and Slmf~ctOry working conditiuf',s 

to :all our workers. to 6tl1bU"h mt!crive systems of lil:bO:!'~ 
~t re.btions :and procedures [(j;! C~'!iutt:.ttion alld 

cooperation among government :nnhoriries." employers' ~ 
s:oci:nions. ::rod mde unions: in the interests of social :UlU 
economic devclopmmt~ 

To u'ipe OUt illiteracy; to atend,. ZJ;S qwckly a~ possible.. 
:he benefits of prim:lry educnion to ~ uninAm~i~ns:; 
::rod to provide bro:adu f:1cilities;. on 3:\~t sale, fOf second­
:uy and ttclmiaI t:raining wu for highu educ:ltlon.. 

Topressfol"\\'":Ud with prognm.'Sc of he.tlth and $arut;loon 
in order EO prevent gckness~ ro~t cont1lgious di~ iitnd 
sttengthm our hUD:tin potentiaL 

To ttformr:ax b\vs." dem:u]~ing m~}.re from those woo 
have mosr~ to punish tiS e\~5ion severely, and w :edi$tribute 
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'od income tn order to =*ha are 
while, at the time. fvomo&p ~ ~ " g s  and 

i a v m e n t  and rria~emat of capid. 
and fiscal pG&es which while 

of hhdan ar d&$em 
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the national income in order to benefit those who are most 
in need, while" at the same rime. promoting savings and 
investment and reinvesnnent of capitaL 

To maintain moo etary and fiscal policies whic~ while 
avoiding the disastrous effectS of infiaOot)fl or ddlari~ will 
protect the purchasing: power of the many. guarantee the 
greatest possible price stability~ and form an adequate basis 
for economic development. 

To stimulate private enterprise .in order to encourage the 
development of Larin American countries at :a mte which 
'Will help them to prc)ltide jobs for their gro"ing popuI~ 
to eliminate unemployment~ 3nd to we t!leir place among 
the modem industrialized nations of the world. 

To find a quick and bsting solutio", to the grave problem 
created by C,.'tcessive price tlucttmtions in the basic· e:x.pom: 
of Latin American countries on which their prosperity so 
hea"'ily depends. 

To accetenu:e the int~tion of Latin America so ;1S to 
"" stimulate the economic and soc:i:U development of the Con-

tinent. This pnx::t:SS ius ulready begun thrOIlgh the Gene:r.d 
Treaty of Economic mtegr::ation of Ontrnl America md. in . '" 
other countries. through the Larin ",<\menan Free Trade ""', 
A.s:sociation. 

This declarntion expt~ the conviction of the nations 
of Latin ",;\merle. dut these profound economic, socitl.. md 
culturnl ch .. ,nges an come about only through the sdf:"help 
effom of e.1ch counny. Nonetheless. in order to Zlcrueve the: 
go:af.s which ~¥e bee:l e:<:.ublishcd with the n~ speed. 
domestic efforts must be reinforced by ~rlal eoottibu­
oons of external assistance:. 

The United States~ fOcr its part~ pledges its diom to supply 
nmnoo and teChnical coopet2rion in orduto achieve the: 



ce for P r ~ e s s : .  T o  this end, the United 
e a mjor pan of ihe minimum oT rw-enry 

billion d o B q  p & ~ @ v  in public funds, which Latin 
America will require oier the next ren years from all 

4 

States provide from pubI$ic funds. as an 
the economic and social pr 

ng share of their own 

that all share fully in the fruits of  the 

er, as a conafbution to the 
e;zfh of &e countries of Latin Am&= will form 
compreheeve and w-eHeaaceived wead p r w m  for the 
development of its own ec 

n d a ~  and higMy d expem wvilI be made 
a m ha h&Efa c o u n ~ e  in order to asis2: in 
fom&&g and opment pl;tns. 

G-ious of the o~erri&g ce sf zLiS d&m- 
caunma d d m e  that the int~-Am&atn 
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aims of the Alliance for Progress. To this end. the United 
States will provide a major pan of the minimum O~7 twenty 
billion dollars, principally in public funds, which Latin 
America 'will require O\rer the ne:,\l: ten years from aU 
external sources in order to supplement its own efforts. 

The United States \\ill provide from public funds, as an 
immediate contribution to the economic and social progress 
of Larin America. more than one billion dollars during the 
twelve months which began on March B. 1961, when the 
Alliance for Progress was announced. 

Tne United States intends to furnish development loans: 
on a long-term basis. '\"there appropriate running up to fifty 
years and in general at very low or zero rates of interest. 

For their pan" the countri~ ci' Latin America agree to 
devote a steadily increasing share of their OVlU resources to 
economic and social developmen~ and to make the reforms 
necessary to assure that aU share fully in the fruits of the 
AHiance for Progress. 

Further. as a contribution to the AUiance for Progress. 
each of the countries of Larin America \ViU formulate a 
comprehensive and well-conceived national program for the 
development of its (}"wn economy. 

Independent and highly qualified experts will be made 
available to Latin Americm countries in order to assist in 
formulating and e:wnining national development plans. 

Conscious of the overriding importance of this declara­
tion. the signatory countries declare that the inter-Amman 
community is now beginning a new era when it will supple­
ment its institutional, legaL cuIruml and social accomplish­
ments '"ith immediate and concrete actions to secure a 
better life., under freedom and democracy, for the present 
and future generations. 



THE CHARTER OF 
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THE CHARTER OF 

PUNTA DEL ESTE 
ESTABLISHING 

AN ALLIANCE FOR PROGRESS 
WITHIN THE FRAl\'tEWORK OF 

OPER..>\TION PAN AMERIC.A\. 

* * * * * * * * * * * * 

w ~ the American Republics:. hereby pl'OClaim our deci~ion 
to unite in ::l common. enottm bring our people accelerated 
economic progress and b~der :roc:W justice "'ithin the 
fr.mtework of petrortd dignity and politiallibe.tty. 

Almost two hundred ye;m: ago we began in this Hemi~ 
sphere the long struggle for freedom which now lrb-pires 
people in aU p111"tS of the wodd. Today, in. ancient lands.. 
men moved to hope by the revolutions of our yor,mg mUons 
search for liberty. Now we must give a new meaning. to 
that re\'olutiorwy herit3ge~F Or .l\,merica sunds at. a tu..ming 
point in history. The men and women of our Hemisphere 
are fC3Chlng for the bener life which todly's skills have 
pbced ,,;:thin thw gnsp. They are dttennined for them­
selves and their children to ~ve decent and eva more 
abundant lives., to gain 2CCess to knowledge and equal op-



p u ~ w  for alI, to end those con&r30m which benefit the 
few at &e expense of the needs and di rv of the many. 
It is our inescapable m k  to jra dsir-o 
dem~mzmte aa h e  and forsaken of our countria, and 
of all h d s *  that the creative powers of free men hold the 
key to heir p m g a  and to & progress of &me genera- 
tion~ And our cerminry of ddmate success rests not done 
on our faith in oum1G.es and in our nations but on the 
hdoEsuimbIe spirit of free ttwX231ch has been the haicrge 
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pommity for all, to end those conditions which benefit the 
few at the expense of the needs and dignity of the many. 
It is our inescapable task to fulfill these jest desires-to 
demonstrate to the poor and forsaken of our countries" and 
of all lands, that the creative po"rers of free men hold the 
key to their progress and to the progress of future genera­
tions. And our certainty of ultimate success rests not alone 
on our faith in oursel~es and in our nations but on the 
indomitable spirit of free man which has been the heritage 
of American civilization. 

Inspired by these principles. and by the principles of 
Operation Pan .;\merica and the Act of Bogota" the Ameri­
can Republics hereby resoh~e to adopt the following pro­
gram of action to establish and cany fonvard an Alliance 
for Progress.. 

TITLE L OB,IECTl'\"'ES OF THE At.LlA."i'CE FOR PROGRESS 

It is the purpose of the Alliance for Progress to enlist the 
full energies of the peoples and governments of the Ameri­
can republics in a great coopenn:hte ettort to accelerate the 
economic and social development of the participating coun­
tries of Latin America, so that thc\' may achieve maximum 

• < 

levels of well-being. Vlith equa.! opportUnities for aU, in 
democratic societies adapted to their own needs and desires. 

The i\merican republics hereby agree to work toward the 
achievement of the following fund:Jmenr-.ll goals in the 
present decade: 

I. To achievem the participating Latin ,American coun­
tries a substantial and sustained gro\vth of per apim mcome 
at 2 rare designed to ~tt.3m. at the e.lruest possible date~ levelS 
of income apable of :3,~ sdf~sustlining devdopment. 
:.md sufficient to make Larin Amerian illrome levels om-



stmdp larger iq relaion to the levels of the more indm 1 
1 
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prioriw in the distribution of 1 
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stantly larger jq relation to the levels of the more indus­
trialized nations. In this way the gap betWeen the lliing; 
standards of Latin America and those of the more developed 
countries can be narrowed. Similarly. presently existing 
differences in income le\~els among the Latin American 
countries will be reduced by accelerating the development 
of the relatively less developed countries and granting them 
maximum priority in the distribution of resources and in 
international cooperation in general In evaluating the degree 
of relative development, account will he taken not only of 
average levels of reaIincome and gross product per capi~ 
but also of indices of infant mortality, illiteracy~ and net:" . " r--
capita daily caloric intake. 

It is recognized tha.t, in. order to reach these objectives 
witfm: a reasonable time. the rare of economic gro\\lth in any 
count:I)T of Larin America should be not less than 2.5 per 
cent per capita per year. and that each participating country 
should determine its O\\'!J gro'-Vth target in the light of its 
stage of social and economic evolution., resource endowment, 
and ability to mobilize national efforts for deve1opment~ 

2. To make the henencs of economic progress available 
to all citizens of :ill economic and social groups through :I 
more equitable distr:ibution of national income" raising 
more rapidly the income and standard of living of the: needier 
secrors of the population., at the same time that a higher 
proportion of the national product is devoted to investt:nmt~ 

3. To achieve balanced dive.rsi1ireation in national economic 
struct:ureS,. both regioool and functio~ making them m.. 
cre:asingly free from dependence on the espcn:: of :1 limited' 
number of primary productS and me importation of apiul 
goods while attaining stability in tbeprices of exports or in 
mcome derived from exporr:s.. 
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4. To accelerate the process of rational industrialization 
so as to increase the producri~:jty of the economy as a ",rhol~ 
takine; :fuU aavanta£c of the talents and energies of bocl); the 

ow "'" ... 

private and public secto~ 'ltilizingthe Q:;!.turai resources 
of the country and pro\iiling pwducthH! and remunerath.-e 
~-nployment for unemployed or part-time workers. \Vitrun 
dus process of industrialization, special attention should be 
given to the establishment and dc,telorment of capitll-g-oods 
industries. 

5. To raise greatly the je;vel of agricultural productivity 
and output md to impro~ .. e reizm::d st(Jrage. cransport!lrion., 
and marketing senices. -6. To cnco~e. in accord::mce ,,.ith the ckIructemocs ... -
of each country'. prog.r.uns of comprehetl$ive ;1;gr<lthm re-
formieading to tbe effective ttansforutnion,where required, 
of unjust sttuct'llres and S)'StC'li:I.'S: of bnd {t:tl.ure and 'use, 
"\vith a l:iew to n:pbcing lltifundia lnd dwarf holdil'J4::."'S by 
an equimble system of land tenure $<11 th:at~ with the help 
'Of timd,,· ;and :ldeqU;;!:tc c!cdit, tfcnni';ai :1SSlsta!l<::e :i1nd 
facilities for the n:t1rkering Zind distribntit:Jt\ of pt'l:1ducts. 
me land will become for the m.:!n whoworb it the basi,; of 
his economic 5t3bility, the: iLlund1tilYU of his uu.::reasing wel­
fare. ::md fhe gu:H."3ntce of his freedom :Ina dilz:mtv . 

...,- - " 
1. To elimirune aduk illiteracv ;lnd bv 1970 tl'} :1.,*"me~ as 

a minimum, ::lCCt'S'S m 'Six veu'~' o(primarv eduC'.it~Jn fo1" 
e3ch 5Chool~Z1~e duM in Grin Alnene::J;~ t~ m{)«rm:tle and .... 
cXPlnd \'!lcnio!t1L tedmic:::ll. :)C'Cond.ll'Y llDd higher educa-
tioml and tnlnm~ f;:icilities; to !)'t:r~htn the ca~citY fo1" .... ' _ r- l'" 

b:.1.sic and :lppUed re5C'.:n:ch; ~nd to provide the ct~mpt:"ttnt 
personnel required in rnpidly.growlng societies, 

8. To i:ncrca'$C me e~nC'{ :lit bi.'"th bv il mm4'num of --if ---'-' • • 

fi~c )'elt'S. md til iner~ me abiliry to learn md pt(JQuet., 
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bv irl1;):rol;in~ individual and public heZlldl. To attain this· .. ..... ~ 

goal it \\riU be nec(s$ary, among other measures, to provide 
:zdcquate potable w:;n:er supply and ~iI\I'3ge dispos<ll to oot 
less rhan70 per cent of the urtmn and 50 per cent of the: 
mr.d popuhrion;, co reduce me present ffi(Jrulity .rate of 
children Jess th:mfivc y~ of ;.l~e: bv at t~t o:ne*haIf'; to 

>+ --- "" 

control the more serious communicable dis~lSC:~ according 
to their impottmce as a ca;u.~ of sicknt:$S~ disability. and 
death; to (';t3ciicatc those mne~~. especiaUymuaria. for 
which df:ccriw~e techniques arc known~ to improve nutrition; 
to train medical and healu!:\ penonnd to meet :It IelSt minj... 

mwn !'«Juircrncrus~ w irnpn:nl'c iJ-JSlc health services at na­
tional :l\nd loc:al ic\"cls; :IDa to imctt'>ifr scientific l'~ 
and :apply its tc:SU.it.'5 more funy and effectively to the ptt-' 
"'moon ::md cure of ill.rn:ss:. 

9. To in~the co,n'it!uctitHl Qf low~cost houses for 
)o\lt-income f:limili(SUl order to repbce inadequate and 
deficient housing :ma to reduce hou.'iing shcrtages; and to 
proYidc ntlC~ public sen:ices to" both uroon and .nu:U 
centers: of popubtion. 

W. To trttintain !!t1:lble price levd~. avoiding ID&o4ln or 
deflation md the con::~~"quent sncial lw-dships and maldisui­
burinn of ~cc:s;, ,llw:w!$ bc<lrine in mind the necessity of 

."., " 
mainmining ~.n adequtue tart of ttono,f.!'.lic gTowth~ 

11. To st::n!f.l'gthc:n exb1:ing agreemems on economic ime:~ 
gr.nion., wim ~ view to the uitim:lre fulfillment of aspir:niom: 
for 3 Latin Americm romnlt:nl m1.tkec tn..t wilt ¢..'tp'.$n:d md 
diversify uZl:de 3mo~ lhe Larin A~C'.l.n cOWltries md . ~ 

thus contribute to the economic grO\l,1:h of the: region. 
l.1. To dc\'dop ~pcr:!.l::ive programs designed to PfCl"mt 

the harmful effects of e1\c~\'t: fiuct'!;lariom· in the foreign 
exchange etmings. derived from e~'(pot"'.s of pri:m:uy prod-. 



and ro 3dqbp~ the rnc:~s~rrczi nece1~3fv En fldb 
of h d n  ,%mecian ezp?rts ta inhe T 

*C 

t 

Cbape~  I. BJaic ReWrgv~e~sru fm Ecarn~~rrEk: grid Socid 
Dmebptmz 

' 
e rtat to x r h i c ~ e  rb 

Wed in rhc *%a of 
[ 

ee:~.a.efie~ abrh suEa+e%t 
cmcmi emne&l a wCmanrh! p ~ c s n  of whtrb 

e%p.md& on detxle t )n&iow wirh rmpeee ta 
pcrio& and. aqd feEnj of u c ~ a r i a  i& 

~ r d e r  za 3~ c ~ p i ~ i  f$3i=dan yi?3 g&1~1 

canwived arogrznag a whgh inelucir the nrsn:ia.w am 
;tnd mbuvra fur rfte anubibfjratiun of i3rrmsl re- 
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UctS, which are of ... it~! impon::lnce to economic and socl:l1 
devdoprnent, and to adopt the me:;tsute'l neC~\&lr)t 1:0 f;&cili­
ate the acc~ of L'1tin Americm (;;tp!tts tu inte-rnarioruI 
m.arkm~ 

Chapter 1.B.tSic Requift"'1nemS to'r EC(:)";'O'I?tic i:1l.d Social 
De.:elopmmt 

The American n:publiC5 n:cogruze that to :achieve the 
fo~oi~ ~ooIs it \;.ilI be nec~",uv; 

~ - ~ ~ 

t. "Out comprehens:h;e and wtU-concch:ed rution:d pro-
grams of economic a.*ld socUl development.. ;:dmed :ltthe 
achie~'cme.nt of ~if-sus;r.:W:Un~ ~rn~1:h. be cruri~d (nlt in 

",",- .... 
::u:xonhncewim danoc:r:aric pdnciples. 

2. Tftlt m:tional progp!n"& of ccuonmic :l'o'd ~l de~ 
vdopment be ~d On the principle: oJ se!i~hdp--ll.'S est~h-­
lished in the Aa of ~of:~tmd on th't' !l'.axinrum U~ of 
dOf!lC>bC rC!<Ouree5:. t3king in!:!:) ticc:t'}unt the 'pi:ci:d condi~ 
nons of e1<:h countr'/ . 

• 
3. T'tmt in me p~tion "lnd cX'\:C'.Jtion of plln,.'i for teo-

nomic and ~ dcrdopment. \ltomen ~hou1.doc placed on 
an eqU:lJ footingwlth men. 

4. i1ut the L!tin Amc:ric:::m cou:.~irries COllin sum<.ient 
extem.~! ntuncid ~)i',!:t;;mce~ a su~a!"JL11porn,f)n (jfwruch 

• 
shouJd be· e.:l(tended on flexibte l )ndicions witfl resp~ct to 
periods ~nd terms ;jf retyJ:yrnent tmd infrn:> of Ul:iHlaeion, m 
order to suppiemi\:nl: aOffit:':>ne (.wJ:piml f<}~tion :tnd rem ... 
force their import Cilp:u:ity:; and thaI':, ttl -sttPPtH't ~:)f WWM 
conceh:ed nm~r:lms, wruch indudl;! th~ neeCS;'iar\' srfuctlf.1:r.d * - ., 
reforms: ;:}nd m~'$U!es for the mQbiiiza:ti')n of intt:rml r~~ 
sources." :l supply of Cilph::al frum ;;xU t'..'li.t«n;ll StHltI::e.'$ du:ri<:tg 
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ucc cir st.~a~&ea sg3zam for the prcpar3tMn, erccu- 
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fome4 eacom4ag the c 2 1 e n ~  sf numgers, ranqrrma 
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me comitl2: ten vcar:; of at lea,<;t 10 biHion dolk .. ~ be mzde - . 
3\tai}:a:ble to the Latin :'.merle-"m coum:ries~ with priority 1:0 

the retn:il:dy less dc1t"doped cnumncs. The gre:1tcr putt of 
this sum should be in public funds .. 

5. That institutions in both the public and private sectors., 
indudin2 bbor organi7.arions. coonerath'cs~ and commcrci2l ..., w r-
industrial. and financial institutions. be· suenrzthened :rod -improved for the increasing and effective use of domestic 
resources., :rnd iliat the soct;.'ll reforms necessary to pe:nnit :I 

fair distribution of the fruits of economic md social progress 
be carried out. 

Cba/JleT U. N:.ftihl1Jl De<::i1!tl{1t'U1.zt Programs 

1. Parti<:ipi.lting l..;:Jon Ameri(;:l11 cr)W1tries :ilgree to in­
troduce or ~It.n!ngchcn S}"Stetli:!> forl:he prep-,mnion, e~ecu­
tion. :and periodic n!vt.sinn of t1ltioru1 programs: for eco­
nomic :rna social development cnnSlstent with the principles .. 
objectives. ;lnd rt.'quimnmt':> contained t.1'l thi-<; tKJCU:ment. 
P.uricip:tring urin Amt:tic:ltl ctJuntries should formulate .. if 
possible within the I'll!,".'! cightt'en momh<;~ long;..term develop­
mem programs. Such. pWgTllffiS should cmbnu::e. according 
rorhe coorncten'5:tics {>t ('.len countrY,. the denl.ents (Judmea 

~ 

in the Appt.'!ldix. 
2. XJoomi dcvdopmcm program'> should LflcfJrporare 

sdf-hdp efforts direcr:ed mWMJ: 
a. Impro\'t'!uenr: of h~n l'eSources .:md widmL'lg of op­

portunities by fai."ing: general stand:trds of educad()~ and 
hetlrh; improving :lod extending recfulI('''':l1 education 100 
profes.'Siomi tr.1ining \vith etnpMsis. on science Zl.nd tech,. 
no!o~v; pm\'idin~ adeQuate remuner:1£ion for work net''-

~~ ~ ~ r-
fonne~ encom~ng the t:tlents of mamgers. entri!p!eneurs" 
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and u-:ag'! earners; providing more prooucth'e employment 
for underemployed manpower, establishing cll'ective s.yncms 
of i:liXlT .relations. 2nd procedures for consulb.tion and col­
laboration among public :1uthoritit:>. employer ~iations.. 
tand boor org:miz:ltions~ promoung the esrnblishmenl: and 
expmsion of l~ instirutions for b.JSic and applied r~cb; 
and imprntving the scmd.trds of public admirusmtion. 

b. \:Vider d~'eJopment md more di'kltnt use' vi namriU 
resoun::es. c:speci:illy m~ which are now idle or under­
utiliz.ed .. mcludin£. ~e:i for the:: firt)C~~m(l' o.fra",,· rna-''lito-' f~~-=-·~;t 

terial .... 
c. The ~ oJ tlw! 19ricttImnl ~. p.t't:>gres­

sivelv c::nmdin2' the benefitS oJ thf! bud ttl ~~O,~ who work ., .., 
it.. and ensuring in countries with b:nii:- , po?t:lil~tiom. me 
mttgntion of mcse popuL1ri~ns int~] l:~ ecl;YO;omt.c. s~ 

.I _.1 __ 1 ., ._,.1; ''',. 1'~' .Io.,a .• _ 
L"1u \.wru~.u proc~ ot m~enl I.ut. 11'J c::un,;t O;ut Ui,ll,.~ 

ai:tns. m~u.rc:s s..~ould be adopted. u!l'long (Jthe~ ttl t.'ltabUsb 
or im.~ro1te. :.1$ the ~ may be.. the tollo\ving ~t.rvic~: 

r~- ~ ~ 

e:xtmslQfl. credit. !:cchmCl.ll iIi.S:~lst'dltt;,. ::lgt'ic~:.m;;;J ftSel!cU 

2nd mCCfmm:z;ltiC)n. haltb ;1!:nd cdUCitifj.n~ ~'tot".tg~ and disw 
uibutiou;. C'OOpe:ati\'cs and !zt.ml~' :;tS~cia:t:i~. :ilncl com­
ffiW'llty dC\'clopmenr. 

d More: ctt«ri\cC", fa;titJ'ml ztnd (qwt~bl~ mobiti2~,·tioo lind 
U$t: of ftn:ul('~ re.soW'~e5 throughthc reform of ta,'( struii:­
nm::s. including fm md ,*d~..t.lrc: t~til>tl of brge Iru:(')~ 
,lr.d red C$DtC.. md the s.tricr :Il:ppIicatiu'n fif ~ .. me> to 
impro\'C tiS1..~1 :.J~~tior ... I:kvdo:put1:tll: progrllms :m~d 
include fhe zadliF:.ttion of buclgt1 (~ndi;:un$ to' d«d~ 
n~f need'S, mt".a:.~ for r~ nui:netmnce of priO! ~tahility~ 
me: cronan of ~'Simtiai c:n:ilit f;.$l,-i!iti~ :;tt f~1ombtt ntei 
of mrerm:. mdth,e. COC(}t.mtgcmfmI af prir,ne $lrings~ 
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e. Prc;motion through appropriate measures, including the 
signing of agreements for the purpose of reducing or 
climin."'lting- double taxation. of conditions dut will en-- . 

courage dlC Bow of foreign inves:anents and help to increase 
~he capital resources of participating countries in need of 
capital. 

f. Imprmternent of S}"StetnS of disuiburion and s:des in 
order to make markets more competitive and prevent m0-

nopolistic practices. 

Chapter Ill. Immedi:tte:md Sbqn~Tenn Action A1eil5l1res 

1. Recognizing dut :a Dumber ofl::ttin American com1-- ~. 

tries., despite their best efforn., m:ayrequire emergency 
limncial as..~ce.. the United Statcs\\i'iil pro\ide assistance 
from the funds wmch :tre or mly he established for such 
purposes. The United Stttes stands reldy to take prompt 
action on Jpplicatio!l5 for such a'Si'St'mce. Applications.re­
bting to citing siruarions should be submitted within the 
nen 60 da,,"S. . 

z. Participating L:!tin Amcrica:n countries should, in 30. 
clition to c~ting or stn:.nglhcmng machinery for long-term 
de\'dopment progl':lmming, immedUrdy increase their ef­
fons to accder:lte their deltdopment by giving special 
cmpimsis to the foUowing objecrives~ 

3. The completion of projet."tS ake.ldy under \\:<lY >lnd the 
initiation of projet:'3 for w'ruch the h.15lc studies h:::l\te been 
m:ld~ in order to :Jcceler:u:e their firmncCing ~nd e,."ecutioo.. 

o. The implementation of tlC\\'project$ which an: de-­
signed: 

(1) T {} meet the most pressing economic and soci.tt needs 
and benefit dir«:rly the gn::at~"t mmtber of people;, 
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(2) To concentrate efforts "\\ithin each country in the 
less developed or more depres..<red ate.1S in which par­
ticularly serious socia.} problems e..'cist; 

(3) To utilize idle capacity or resources., particularly 
under-employed manpower; and 

(4 ) To smvev and assess Daturalresources. 
~ 

c. The facilitation of the preparation and execution of 
lOi1<7-term proaams through measures designed: w ....., .... >too< 

(1 ) To tr:rin. teachers. technicians. and specialists; 
(2) To pro;.;de accelerated training to workers and 

fanners; 
(3 ) To imprmre basic st:.nistics; 
(4 ) To establish needed credit and m:arkmn~ facilities;. 

", . 
.uld 

(5 ) To improve s;en';ces and adminisu;tion. 

3. The United StarCS\1ciiJ assist in c;rn'in~ out these 
" '" shott-rerm ~ with ;1 , .. iew to ;:u:hieviog c,'ocrete fe~ 

suits from me A m~nce for Progres:s ilt the earliest posslble 
moment~ In connection \\,lrn the m~ set forth above .. 
tlnd in accordance uith the stllteU'll:nt of Pre>ident Kennedy, 

" me United States will pro\'ide :tssistmceunder the Alliance .. 
including ~nce for the n!Ul1ciU$! of shott-term rm.~ 

~ ~ 

walling more rh:m one billion do!lal::s in the yea.€' endirlg 
I\brch i 962. 

Cblzptf!T IV. E:ctt1"!Ul Ibsistanu. l~n Support of NJtitmai 
D~eJopmf'1tt Programs 

1. Tb.e' economic and ~l de'\'elopment of Latin Amma 
~ill require a large amount of ldditiom! public :rod private 
fin:mci31 ~'Uace on the pm. of Clpiw<1porting cmmtries.. 
including the mc:mbcrs of the Devdopm~nt A ... 'Sis~ 
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Group and international lending agencies. The: m~ 
proviced for in the Act of Bogoti and the new masmes: 
provided for in this Charter, are designed to c:reate a frame­
work \\ithin which such additional assistance can be pro­
"ided and ettectivelv utilized. . 

2. The United States ",iII assist these participating 
countries whose development prog:rams establish self-help 
measures: and economic and social policies and pragnms 
consistent with me goals and principles of this Charter. To 
supplement the domestic efforts of such countries:.. the: 
United Statts is prepared to allocate resources which. along 
with those anticipated from other external rou:rces. wiD be: 
of a scope and magnirude adequate to realize the goals en­
visaged in this Ch2ner. Such assi-qance wilt be allocated to 
OO~~I; social. and economic development md. where 3lppi"opn,. 
ate,\\Iill take the foan of ~3 or loans on Bmble terms .. 
and conditions.. The participating countries will request the: 
support of other apital~ning countries and appropriate 
instirotions so that they mly provide a5S.lstmCe for the 
atUimnent of these objectives. 

3. The- United States will help in the financing of tcclmi­
cal assistma projects proposed by a. patticipating cotmtty 
or b,," the General Secretariat of the Ol"ganlzaticn of 
Amerian Sates far the purpose of: 

3. Pnn,iding expcm contraCted in agreement \\ith the 
go\'emmenrs to work under their direction :lnd to ~ them 
in the preparation of ~c inves'ttm:nt projKtS :rm.d the 
strengthening of natioml mechanisms for ~ projects" 
using speci:iliz:ed engineering firms. where: appropriat~~ 

o. Carrying out. pmsmnr: to .e.mUg agt~l$ i()l' co.. 
operation among tbe General Secretariat of the Org:tnization 
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of American States. the Economic Commission for Latin 
.!\,merica" and the Inter-American Development Bank. fiela 
inVestlE3rions and studies. inciudineth{)'Se relating to deve1-

...,- ---
opment prablem;;,. the arg:mization of tl.'ltiOtl.':tl agencies far 
me preptration of development progrnms. agr~rian reform 
and rural de\·dapmem. health.. cooperativ~ housing. educt­
noo and prof~on::Utr.Jining. and t:L'{atian and tax admini'-' 
smrion;and 

c. Convening meetings of experts and officials: an develop­
ment and related problems. 

The governments or ab<we mentioned organizations 
should. when approprnn:e.. seek the coope:rntion of the. 
United Nations and its specialized :;ge:ncies in the e::tecution 
of these acO\;aes. . 

4. The participating 13tin Amecicm countries recognize 
that elch bas in. varying d~« a ap::tcitv to ~'SSi'tt fellow 

-jI- ...... • ~ 

.republics by providing tedmiol imd financial ~tance. 
They recognize due this Clp;lcity will increase :IS their 
economies (!roW. They therefore :Ufirm their intendon to 
:assist: fdk~\;republks' inc!'elsins:dv as their individual cir-... . 
cumst:mces permit. 

Ch.lpurV. Org;mi!llli('»TJ {;flld Pflu:e:duN:r 

I. In order to pl"Ovitkttthnit.-a1. :$Sl5t:lrtce for the formull­
non of devdoptne::nc. progrnm~ as may berequ~1:ed by 
participating ruriQns., the Org:tnization of American SCnt$. 
rhe Economic Com~ion for t.ltin Arn.eri~~ #nd the wa-­
American l)e\'dopmcnt &nk win continue and sttengthm 
thcir agrcetnau:s for coordination in trusneld, in order to 
have :waibble a gmup of progr:u:r.ming e~ whose: 
se;n.;ccs can be used to facilit::att: the implemenution of this 
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Chatter. The participating countries will also seek an inten­
sification of technical assistance from the specialized agencies 
of the United Nations for the same purpose-

2. The Inter-American Economic and Soci'll Council,. on 
the joint nomination of me Secretary General of the Organ­
ization of ~<\merican Sc.nes. me President of the Inte:r­
American Det.-eIOpOl .... ,;'<lt Bank" and the E.~ecutive Secretary 
of the United Nations: Economic Commission for Latin 
.. .o\rnerica~ "Q,ill appoint a panel of nine rug} level e.~ 
eXClusl\'ely on the basis: of t.~eir e.~perience, technical ability~ 
and comper<!Oce in the various aspects of economic and social 
development. The experts may be of any nationality. though 
if of Latin American origin :m appropriate geographical dis­
tribution ""ill be sought. They "till be aluched to the 

'"' .. 
Inter-American. Economic and Social Council. but will 
nevertheless enjoy complete autonomy in the performance 
of their duties. They may not hold :my other remunerative 
position. The appointment of these experts will be for a 
period of three ye:us., and mty be renewed. 

3. Each government:,. if it so wishes. may present its pro­
gram for economic and social development for considera­
tion by an ad hoc committee. composed of no more than 
three members drawn from the IVane! of experts referred to in 
the preceding paragraph together with an equal number of 
experts not on the panel. The experts 'v'ho compose the ad 
hoc committee will. be appointed by the Secretary General 
of the Organization of .l\merican States 31: me request of the 
.inrerested government and with its consent~ 

4. The committee 'will study the development progr:un,. 
exdmnge opinions with the interested government" as to p0s­
sible modifiations mel. v.1th the consent of the gov~ 
report its conclusions to the Inter-American Development 



THE CH • .l\RTER OF PL'NT A DEL ESTE • HI 

Bank and to other governments and in'riturions chat tmy 
be prepared to extend e.uernaltin:mcial and technical as-. 
sistance in connection with the e.~ecution of the prog:ram~ 

5. In considering a development progrnmptesented to it. 
the ad hoc committee , .. iII examine the co~enc:v of the 

" program with the principles of the Act of Bogota and of 
rlUs Charter. mking inn> account the elements in the Ap­
pendix. 

6. The General Seaemriat of the Organization of Ame:i'1"" 
em St2res will provide mepersonnet needed by th<e ex­
.perts referred to in par:agrnphs: :2 and J of this Chapter in 
order to fulfill their wks:. Such personnel n:my be employed 
specifically for this p~ or m:1y be tr.ade awibhle from 
the pemw1ent staffs of the Organiz .. uion of Americ:m States. 
the Economic Commission for Larin ~L\merica, and the Inter­
Americ:m. Development Bank. in :lccorlimce with t.b.e pres ... 
ent liaison arnmgements b«:ween the three otg:ulizacions. 
The General Seae~t of the Or~amZ1rion of American 

""' States m.av seek ::tlTJ1n,..aements with me U Dired Nations 
'" -Secrem:iat. its speciali1.ed 3gencies ,md the Inter-",~' om 

Specialized O~cions" for the tempor~ :J;SSignment oJ 
nccess::u}" personnel. 

1. A gO\'emment whose deve:lopmmt: progr.1m has been 
the object of recommmaarioQ'in:tlde by the ad het: com­
mittee with r~pect to external fiooncing re-quiremems lI'::l y 
submit the pr0gt'3m to the Inrer-i\merian Development 
Bank so that the Bank ma,· unden:lke the n~oriilti(.ms re-. ~ 

quired to obwn suchtimncing, including the org:nuzation 
of a consortium or credit institutions and govc.rmnents: dis;.. 
posed ro contribute to the continuing and systematic fi­
nancing. on appropri2te te~ of the development progr'iUn. 
However. the gO~temment\"iJl have full freedom to resort 
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throu~h any other channels to aU sources of financi~~ for 
w ~ w me purpose of obtaining, in full or in .part, the: requited 

:resources.. 
The ad hoc committee shaH not ir:u:erlere 'rith the: right of 

each government to fonnubte its 0"'"0 gools; priorities,. md 
reforms in ~ts natioilal de\·dopment prog.mms. 

The recommendanons of the ad hoc com.1'littee will be of 
great impornmce in determining the distribution of public 
funds under rl't.e Alliance fOE Progress which contribute to 
the external financing of such progrnms. These· recommenda­
tions shall gl\·e special considerntion to TItle 1. 1, 

The participating govem.«ne.nts\vill also use their good. 
offices to the end t.h3t theserecommendation-; may be lie .. 
cepted 3S a f:u:tor of ~t imporotnce in the: decisior's taken. 
for the s::un.e purpose. by imer·~AmmQn credit institutions" 
other intm12rloml credit agencies;, and other friendly go1'­
emmem:s which may be potential sou.rces of capital. 

S. The Jnter-~<\merican Econom:ic :!nd Socla:l Council will 
~iew anmmllvthe progre;s..s achieved in the fon:nnlatiCn. .. . ""' 
national implementation,. md mtert\$rion;U ~ncmg of de-
vdopmenr pEogrnms; :nld \\iU sabmit to the Council of the· 
Org:m.iution of Americ:m States: mch recommendations as 
it deems pertinent • 

. /lppendix. EJ.f11lent'f of NJtitmttl Dfl"'.:e}bp'me:nt Prog1,mt$ 

1. The esntblishmcnt of munmlly con"istent targets to be 
aimed nt over thc progr-:lID pe.rioo in cxpmding producth"e 
capacity in Ll1dusny ~ agriculture, minir:r.g. tt:lllSpott. poWtt 
md comnnmic:lnons, and in improving c()nditiom· of urban 
md nmd life. including better housing. education,. md 
health.. 



including specffic measnres 
lopment projects should be 
tors and be&& incluC 

n co socii1 pmducdvin: 
3* The es which ~ ~ 3 1  be adopr& to direct the 

o p m ~ a m  of the public sector and to'encomge private 
- 

acdon in support df the development 
4 The cstinuttd c in w6ad a cu=enql 

of major projects and of the development Cropm ask 

6 . 3 3 ~  direct and indire= eEe= ar' the pro aa the 
of p y m a ~  and che erne 

red to be m e e d  .* for the don ad the 
- 

and monetary palides to be followed 

do- c o ~ p e m ~ ~ q  bwkm and ind 
be used in cztmxkg r' out the pro,- a& 
&cmmnces and evdw- the progress muk~ 

present national m k e e  in Latin a is 42.ssen~d to 
~ c c e I w ~ e  the p r c x s  of economic development in rfIc 

THE CR.·\RTER OF PtJNT A DEL ESTE • IH 

2. Tne assignment of priorities and the description of 
methods to achieve thetarg~ including specific measures 
and major projectS. Specific development projects should be 
justified in terms of their relative costs and benefits., includ­
ing thelt' contribution to social productivity. 

3. The measures ,,,bich "YiU be adopted to direct the 
operations of the public sector and to encourage private 
action in support of the development program. 

4. The estimated cost, in national and foreign currency, 
of major projects and of the development program as a 
whole; year by year over the program period. 

5. The internal resources. public and private:, estimated to 
become available for the execution of the pro~ 

6. The direct and indirect effects of the program on the 
balance of payments., and the external finmcing. public and 
private. estimated to be required for the e.xecution of the 
program. 

1. The basic fiscal and monetary policies to be followed 
m order to permit implementation of the program within a 
framework of price stability. 

8. The machinery of public administration-including 
relationships '\\lith local governments" decentralized agencies 
.and nongovernmental organizations. such as labor organiza­
tions. cooperati\~es, business and indu.strial organizatiom-to 
be used in carrying out the program. adapting it to changing 
circumstances and evaluating the progress made. 

TITLE nI. ECONOMIC L'lTEGRATION OF L,\TIN A.~CA. 

The American republics consider that the broadening of 
present national markets in Larin America is essential to 
accelerate the process of economic development in the 
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Hemi"Phe:re. it is also an appropriate me:ms for abtammg 
greater productivity through speci::ilized and complemen­
tary industrial production which ""in. in rum.. facilitate the 
attain.ment of greater social benefits for the inhabitlmu of .. 
the ,."arious regions of Latin America. The broadening of 
markets wii! also make possible r,he better use. oJ resoW'Ccs 
underrhe Alliance for Pr~ Consequently. the American 
republics recognize that: 

1. The Montc1.ideo Treaty (because of itS fIe.-u"bility md 
because it is open to the :adheren'Cc of all of the Latin 
.. 4.meric.ln nations) and the CWtr.1l American Treatv' on 

" Economic lntegntion ::tte :lppropriatcinstruments for the 
:attainment of these obj«:tiv(S, ;is. wasrecogruzed in Resolu­
tion 'No. 11 (ill) of the Ninth Session of the Economi=: 
Commission for Lnin Ame.."'iC:l. 

2. The inttgr;ltion pr()(:~"SS an be intensified and :u:cde:r­
:ltOO nor onhr by me s:o<:cic!H-ltltitHl rtS:ultin~j' frum tl:te 

"'''' '" ;, 
hroodening of m:arkets thro~ th~ Iiixntrl:;;;tion ()f tn:de 

~ -
hut 300 through the ~. of such lm"truments as the agree-
mems for complcmenr.1..')' production within. ttcontr:mlc $«. 

tors provided for in the Montevideo T relty .. 
3. in order to im.me the balanced 'i:nd compkmenury 

economic ~on of aU (')f the COWluk... involved.. the 
integration p~~ should tlKe inw ;lccoUnt. on ;a flexible 
basis. the condition of countries at l f'curlvdy I~ advanced 
~e of t."Conomlc devcj{'}t"rment. nEnnitt~ mem to be ~ r r- _ 
gnmted spt."'Ciai" ftlir. md eqwtable ue:mnent .. 

4. In order to facilitate econonrieintegnrion in Latin 
Am~ it is: ad,;islbleto establish effective td~ti~ 
httween the i..;:!rin Americ:..m Free T f:lde As.'&Ot."iltion :md 
the group of countries adhering to the· Cmrnl Ameriom 
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Economic lnte~tion Treat\'\~ as well as benvecn eitber ot - . 
these groups and other Larin Am~ric~lfl coum:ries.. These 
arrangements should be es:abUshcd ,,~ithin the limits deter­
mined by these instruments. 

5. The Latin Americ:an ct>Untries shouid coorJitt,ue their 
3cnOns to meet me unfavornb!e treatment accorded to their 
foreign trade in \'\todd market:s.. particularly thatresulring 
from ceram. restrictive and ~tory 'ENticles of e.'(tra­
continental countries and economic groups. 

6. In. me applic:arion of rtsouroes under the Alliance for 
~ speci:ai attention should be given not only to in­
vest:ments for muitirunloftll projects th::i;t will contribute to 
sueagthening the integ!':ltio~l pr~ in ail its :lSp<:.ctS;, but 
a!oo ro the ~ tirnmcing of indusuia.l production. and 
to the grou-IDg e':"panston of tt:lde in industrial products 
within Larin Ameria. 

1. In order to facilitate dre p;.mi<:ipation of count'l:i;s in a 
relatively low ~gc of economic development in multi­
mcioml Lltin. Amerie:m economic cooperation prog.:ca:ms;.. 
and in order to promote me ooi:'tnced md han:nonioas de­
velopmmt of me Latin American irn:egrntion proc~ special 
attention should be given to the nttds ofth~ countries in .. 
the 3d.mini:.'tt3tion of fiOltU:iai n::'SOurces provided under the 
Alliance for Progress. patticu1ldy in connection with. infra­
strnctur'e progl"mlS and the promotion of ru;w' lin1:S of 
production. 

S. The economic intt:gr::trion process impli~ a need fOr 
additioMl investment in \'anous fields of economic a.ctivirr 

~ 

and funds pnnided under the Alli:mce for PrOb:ITt!'>S. should 
cO\~cr these needs as "v'eU as th~ required for the 6nancing 
of mriorW. development progn.ms.. 
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9. When groups of Larin American countries have their 
0,\\11 institutions for financing economic integration. the 
financing referred to in the preceding paragraph should 
preferably be channeled through these institutions:. \Vim 
respect to regional finmcing designed to fu.""ther the purposes 
of e.~g region.'1l integration instrUments. the cooperation 
of the Inter-American Development Bank should be sought 
in channeling. extra-region.-rl contributions ,vhichmav be 

~ , 
grnnted for these purposes. 

10. One of the possible mea.ns for making effective a 
poticy for the fimncing of Latin American integration 
wouJd be to :3pprooch the International Monetary Fund and 
other financi.at sources \\oith a't:ic\'It to pnrt.iding :it means for 
solving temporary halmce-of..paymt .:5 problems that may 
occur in countries particip.ning in economic integration 
:a.r.rangetnet1ts. -1 L The promotion ::md coordination of transpomtion 
and communications systems: is lID effective waym accelerate 
the intcgrnt.ion process. in order to counteract abusive prilc· 
rices in rel.ni<ln to freh~:ht r'Jles :lAd tariffs .. iris advisable to .. 
encour:age the establishment of multintu:ionaltransport and 
commuwe!rion cnterpri~ in the utl..'1 American countries .. 
or ro find m:her appmpnue solutions. 

12. In working tow::u-d economic imegrJtion and compJe. 
mem;l!V (Conomie.'fi:' effortS should he made to achieve an ,. 
appropmte coordin:u:ion .of rutioml p1tmS. or to engage 
in joint pltu.ming for various economies through the e~'ting 
regional im:~r::ltion org:ullzarions.Eff om shomd al:ro be 
In3de to promote ;l!l investment poticy din"Ctl!d to the pro­
gressive climin:.uion of ~\'u:qu;d gm·· .. 'th rates i.n dl'e different 
googmphic areas .. p'articuJady in the case· of countries w~b 
are rebtivdy less devdoped. 
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13. It is necessary to promote the development of national 
Latin American enterprises., in order that they may compete 
on an equal footing \\'ith foreign enterprises. 

14. The active participation of the priv:ue sector is essen­
tial to economic integ:ration and developmen~ :md except 
in those countries in which free em:erprise does not exist. 
development planning byrne pertinent nationai public agen­
cies., far from hindering such participation. can facilit::tte 3nd 
guide it. thus opening new perspectives for the benefit of the 
community. 

15. As the countries of the Hemisphere stin W'ldcr cot~ 
domination. achieve thcir independence~ they should be in­
vited to participate In Latin Amerian CC(ln~mic integration 
prognuns. 

T1TL£ lV, Ji.'\SlC £.~ ro).t"'toom~s 

TheAmericm. republics recognize tru.t( the economic 
development of Latin AmeriClreqmres expansion of its 
tta~ a simultaneous and corr~"POnding mcr~ in fotltfg.n 
exchange incomes received from ~'tf'O!'t:S, a tessening of 
cyclical or seasonal fb.lct'll:ltions in the incomes of thQSe .. 
countries that still depend heavii} on the e...xport of raw 
materials. and me correction of the ~~ deterioration in 
thcirterms of tnde. 

They therefore ~ that L~e following m~ should 
be taken: 

CbapteT 1. N«itmai LUtt.mUiJ 

N:aoonal measures ,dfc~'1'ing caau:ru:rce in pro:n:uy proo­
uas shamd he directed ztnd applied i.-l Greer 1:0; 

I. Avoid undue obs-'~des to me. exp:lll.'Sioo of tmde. in 
these products; 



2. Avoid tnarket ia~:rAbi!i:tlt; . . 

3. Jmpro1le Lle etfirienc,Y of .!:.1.ttn"'.:.ltioo:tl plans and mecn... 
~ for 5ti.bilizati()n~ and 

4, Increase their 'p~'t m:Jrktt:; ",nl:! ",~nd their atea of 
. . 

mdt: :llt g nne compatihlev.in:h rnpid devdopment. 

l\~lmport:ing mc::rnber C{l~lnOO ~ttld reduct; and if p0s­
sible dimiflilre., :is soon :;l.5 f~~~bt(. 4nr~~~tioa'i. :md t."" 
c:ri.mi.mrory prnaices :Uft:cting: the Ctl1l:.;umptiOtl ~nd iJD.­
poration of primuy pruduas. includmg thfl. .. e \\ith the 
mg~ ~bJe ~. of pr\;')ct,'l;~g in the country of 
origi~ c,,'t~\\'~n t~ f~tnrn{;i~ :tre imtx~ tem-. 
poarily for ~ iIlf «:tHl~(; diyt~mc~tion, to ~'itm 
the ~m:jc dt'ii:(!l(:\lH'~t ,,~f !¢5iS d~'V(l!1~d Mtiot1.~ .. t~ t~ 
__ ,-.t:c.,3,. 1i..,.,~~. _,~~_ t "'_"'_'''''' f -f'l<)t't ..... ~" •• ,j"".............. ",t. ",.=Id. 
~,~. ~, 4..~~",'t..JT-f,;U. ~~.~ .... \I .... J ... ' ~ .. '~,.ilr.,' ~ ~,~:,f~, """''''~,H:"-4'''' ,?,{);ts, W 

~ be ~dv to :s'U~n,. t?'l :l~Q.t!4fe r~mIht~)ft~ !Stabil~ t~ 
~ ~~- * ~ ~~ 

tioo ~nw; tor n~.; Pfoaua,\ tMt may be at1''!'!,'!ed r''''- ""'-::r""-. ...,......, . .,..~- r- -;'.l(. ~ ~ 

upon wid't Fndm::ing O;H;mm~~ 
B. In~lil~d CtlW'lui'C> ">~1U1d ~'1te $~cial a:ttl!m:i(m 

ro Lf,C fi~d for M~t.~ tC~Offric d~"'e!t)pmi1!~ tlJ 1~ 
~doped ~ri~ Th~fu!t'~ dw=y ",nuuld m:lkc m.t:U."l'lUlm 

dfom to a~.ln~ cfj,nlltriQ2~ (,~~plnbh; ~'id~~ th~jr intt~ 
~ oh~~~ thmt.,~b ~'ruch ri~' may t~rrclld ~d,,"a~ 

-.- \010(' '~~-.01 

f;;!~ lU r~$ det.~duped ~Wlm,(:;s :'>Q as ff) p;n'tti:: e~ !It-pid 
t:Xru:~~on tiE dt.cir m:.I.fk¢:'i,:s. ht ,"'tt1;~' <>f eh~ ii!~t:ot!:: nct;':d fi'),f d'l~$e 
r~~~ ~ 

!$pid .;:k'ite.IDpa~:~u .. indt:i;s'fridi'ziCd ':t)tL.,"1!:rte:~ ~hQu1d a~j :>~~i:r 
W3}"'S inwft,kh to m~y, Wh!!!ft"i'1;!!' ptf;)lll>ibl~~ .inft~ti~ml 
eommitmmrs which pf'«"tnr: ~~ :1chl~~~m i()f l""~ ooj~ ~ 
m~. 
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C. Produci~:membcr coootri~ should formu!J:te their 
""'<--

plans for proo'tlctioo :;;,nd e:xport.. t~king ;l'CCOUnt 01 ~ 
effect 00 WOrldn:w-Ke:tS ;md of ~he nec~~it;r of S\lpporting 
lIiind improl7mg the df ~1teneslS of mte:rruation(,lj :St~biIi:t~tioo 
progrnm and m«::ha~'i. Simib.riy they shtluId try to' 
3.1>oid ~ the une:cn~ •• }1Tti'C production of ~oQd~ ~'hich - . em be ~~. under ~nler cond{ti(lns in dle 1!C$ developed 
munmes 'Of the: Camim;:nr. tn which the ptodU1:tion of dJ.eSe 
i!oods is an imnnromt :sourc.e: IOf :::::tnni01<~. 
~ ~~- ~- . 

D. Member counmes mould l%cit)pt :lU n!Ca:s..~ry ffi¢:1SW'tS 

to ~ c~dul(!cl~ :srodi~ tQil.ti-ltrd !indi~ new U~ ;(lnQ - -?y-produas of ~h~ ~. con~i~ ti~t are mast 
.~. to tbcir C{'Qn~rmt:$, 

E. Mc:mbtt o:mnm~ should 1:1jt ~o rli.~ka;,. a:rui.. if ~ 
gblt; ~ within II ~mbl~ titn!:.: ap:>!t suh<>idics lU1d 
OdCT mc:i!Sures wmch O!.~ imtabilitv in ~he.. m::irk~ for 

• 
~c mmmoditk:s;md ~'t! ttu~titrd'S in prices. and 

Cb.tptU 11. 111$e:rr~icII:J1 C{.'(ir?"I;Jtil!1f~ ;t!,;:aSUU$ 

I .. M~ber coun~ :$'hould m:.tkc coorJimted:,. and if ~ 
sibk;. joint dl().f1S do.i~ru;d: 

1;. t U d~l:~ tI.'S ~Q ~ ~hk uru;iut' p~Dtttti'im {ll 

d!:e prodDCrion. uf b3.~c pfodu.a;s.~ 
b. To di.mimlt' ~ llIM n:duc:t' ttc~sivtclu~ ~ 

wmcb ~ge d~ ron~umptitm of im~ln~d ~c proo~ 
tim; 

c~ To.'SC'Itk to end prd~«uwj llgJ(~:ms: :lad Q(~ m~ 
~ ,{,"weh limit ",'odd (."'(:Ielimptioo i::lf w1:m ,~ 
b.t~ prQd~ :m.d~hci.!!" ~:t.~i:~ f.f>T ime.rnat:!t>ruU .mutu~ ~. 
~y the Jnll"k~ of\\'C:\>~ltrn £muF.;r.."'l t;~lUntm in pnx" 
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cess; of economic mregrario~ and of countries 'N-ith centtaD.y 
p1.a.nned economies; and 

d. To adopt the necessa..ryt C(}nsuitation mechmisms so 
that their marketing poHci~ wiii nv,," h:,'l;'e damaging eiftcts 
on the stability of me markets for basic commcdities. 

~ 

2. Indnst:ri2Jized countries should give maximum coopera­
tion to less developed countries so that their n:lW tltltaial 

exporrs ",,"ill ha,'e undergone the greatest degree of process­
~ that is economic* 

'"' 3. Through tneirreprescntation in international financial 
o~tions" member countries should suggest that these: 
organi?Atio~ when considering loans for the promotion of 
production for apon. take into ;;lcCOunt the effect of such 
loans on products which ;t.re in surplus in wodd markets. 

4. Member countries should support the. efforts being 
made by imemation::U commodity srudy groups: and hy the 
Cormni:ssion on lnte:matiotml Camr.loditv Trade of the .-
United Nations. In this connection. it should be· considered 
that producing and consuming nations bear a joint .responsi­
bility far taking natiomd and international steps to reduce: 
market instabilitv . • 

5. The Secrewy General of the ~tian of Amer-
ican Sates sh:dI convene a group of aperts ~ppoi.nted by 
thcir respective gove.rmnmts to mtet. before Nove:mbc.r 30. 
1%1 and to report .. not bter than Much 31,1962 00 meas­
ures to pro\ide an adequate and dIective means of ctisetting 
the effeas of 6uctuarions in me volume and prices: of a­
pons of basic products. The e...'tpCrts shalI~ 

3. Considu the questions ~:1!ding: compensatoryfil'1~nc­
ing raised during the present mef!ting; 
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b. Amlyze the proposal for esnblishing an internatioNI 
fund for the stabilization of ~~n receipts o:mt~no:i in the 
Report (~f the Group of Expens to the Special Meeting of 
me Imer-American Economic :and Social Council ;)5. wdl :is 

~y Omef <1Itert'tttive pro~; 
c. Pn!pan::a draft phn for me Ct'e:.ltion of rnechanisms for 

compens:atoryfinancing. This draft plan showd be circu­
lated among me member Gl,ternments md their opinions 
obtained weD. in ::u.l\>"3nce of the next m«ting of the Com­
~on 00 fu~m:1tion:al G:mullodity Trnde • 

• 

6. Membtt countries should :!>uppon: the dram tmdCr· 
~'2.y to improve and strengthen inte.r-mri:onal ro.mmodlty 
agn::ements snd should be prep~red to cooperate in the solu­
tion of specific commodity problems~ Funbe1more" they 
should mde:lvor to adopt lJideqWite solutions for me short­
and long.n:-.tm problen::s m«ting markets, for such com­
modities so due the economic uu:er~"tS of produa:ts lnd 
consumers are eqwilly safeguarded. 

1. Member countries should .request other producer and 
consumer countries to cooper,ne in sttbiliutioo pt~ 
bcarine: in mind tmt the nw ~tli:rills oJ tbeWestun 

~ 

Hemisphere are also produced md com:omed in other pans 
of the world. 

8.\fember countries ~e tint the di~ of accu­
mubtro mentes 2nd surpluses an be a me4n5 uf !ldUe:ving 
the gmJs oudined in the tim· clupter of this Tide. provided 
th::n" along with the generation of 10Cti rerourc~ the c0n­

sumption of ~nw prodUCtS in the rcaiving cm.mtries is 
immedi3wy~. Tne dIs~l of Sw:pblses :Zoo n:-
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serves should be carried om: in an orderly manner, in order 
to: 

3* Avoid disturbing aisting commercial markets in :mem­
ber countries. and 

b. Encourage expansion of tbe sale of their products to 
other marketS. 

a. The disposal of surpluses should not displace commer­
rid sales of identical products: traditionally carried om: by 
other countries; and 

b. Sum dis:posaI cmno!: substimte for large scale financial 
and technial 3S'Si.swlce progmns. 

IN WlTh"ESS \VHEREOF this Charter is :signed. in 
Pwu::a del Este. Uruguay. on the seventeenth day of August. 
nineteen hundred si:ttv-one. 

~ 

The original texts sh3ll be deposited in the archives oJ the 
Pan American Union,. through the Secretary General of the· 
Special Meering~ in order that certified copies may be sent 
to the Governments of tbe Member States of the Organiza­
tion of Amman Sates. 
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"IT IS THE PURPOSE OF THE • .u.UA."OCE FOR 

PROGRESS TO E""IST THE FULL ENERCIES OF 

THE PEOPLES A.''D COVERNl\ifE",.S OF THE 
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TITLE I. CHARTER OF PL":.'.,.A DEL Esn: 

A NEW DEAL FOR LAnN AMERICA 
The Alliance for Progress 
By LINCOI-..... GoRDO"-, U:-'1T£D STATES .. %. .. '-1-

BASS..-\DOR TO BRAZIL 

The United States Ambassador to Brazil. 
in this concise and eloquent book. goes to 
the heart of the Alliance for Progress, its 
purposes, its philosophy, its methods. and its 
high challenge to a hemisphere. Some of the 
excitement of the .Marshall Plan. in which 
the author played an important role. is here 
recaptured in a new setting. Ambassador 
Gordon. who was one of the principal areru­
tects of the Alliance for ~. stIesses the 
importance of democratic means toward de­
velopment. Democracy. the regime of con­
tinuous nonviolent social revolution, is more 
durable than '\iolent revolution. 

In an analysis of the progress and short­
comings of the Alliance since its birth at Punta 
del Este in August 1961, the author states: 
that though much has been accomplished on 
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the technical side of developing programs ;lnd 
projects. of institutional reforms and improve­
ments. the -full energies of the peoples and 
governments"' have not yet been enlisted in 
the effort. He believes with Roberto Campos-. 
the Brazilian Ambassador to the U ruted States. 
that this is due to the lack of a political 
mystique. Such a political mystique was an 
integral part of Franklin Roose'\teifs~ew 
Deal The author sa,""S that it U asserted the 
self-confidence of the nation in its capacity 
to cope constructivel~' with its economic and 
social problems. It expressed a passion to 
include fully in the national society certain 
fonnerly forgotten groups. . . . And it ap­
plied a highly pragmatic and realistic approach 
to specific problems of social engineering. ~ 
These elements are most relevant to the COll­

temporary Latin .-\:mencan scene. \Vithout 
this mystique. the Alliance for Progress win 
become simply another American aid program. 
larger than its pred~rs. but not a c0-
operative process for bringing. about . a real 
change in the standards of Hving and sense 
of participation in progress of an classes of the 
Latin American people. 

Based on a series of addresses deliw:red to 
Brazilian audiences in 1981 and 1982. the 
book. informal in tone. is as signmC'.tnt for 
Xorth AmeriC'..ul readers as for SOuth Ameri~ 
cans. for the United States is il: principal actO!' 
in what must be considered one of the hi::,torv­
making events of this decade. An appendix 
conbins the full text of the Declaration and 
the Charter of Punta del Este. 

Lincoln Gordon. as Professor of Interna­
tional Economic Relations ilt the Harvard 
Business School. was \ ... ·orkin~ on a study of 
Brazil's econom\' when "PniSident Kennedv 
L-aIJed him to V/ashington to help draw plans 
for the new .-\lliance, He bec-.une Ambassa­
dor to Brazil in 196 L 
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