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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 Srates Ambassador,
from October 1961 to August 1962. The addresses were
intended to explain the philosophy, purposes, and work-
ing methods of the Alliance for Progress, to analyze difb-
culnes and obstacles confronting the program, and to
! cerrain widely held misunderstandings.

The material has been edited to remove pnrcly local
or topical references. Although specific examples of
projects or problems are naturaﬂy drawn from ev:?en
ence in Brazil, the main substince of the book 15 con-
cerned with the Alliance for Progress as it affects the
whole of Latin America.*

* Similar versions of the same addresses, together with one before

the Brazilian Nadonal War College in Mw 1962 on “American
F oreign Policy: The Cold War and Latin America” were published

in Pormguese in October 1962. See Lincoln Gorden, O Progresso
pela Alianca (Ric de Janeiro: Distribuidora Récord).
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The idea of the Alliance for Progress was launched in
an address by President John F. Kennedy to Laun Amer-
ican representatives assembled in the White 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 meetng tock place
from August 5 to 17, 1961, atr Punta del Este, Uruguay,
where the national delegations were led by Ministers of
Finance or Economy (in the case of the United Srates
by the Secretary of the Treasury). Out of this meeting
there emerged the basic documents of the Alliance—the
Declararion 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 Secrerary General for Economic and
Social Affairs, Dr. Jorge Sol, together with the President
of the Inter-American Development Bank, Dr. Felipe
Herrera, and the Executve Secretary of the United Na-
rions Economic Commission for Latin America (ECLA),
Dr. Ra@! Prebisch. |
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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
Western 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 preparations and the discussions at the Con-
ference of Punta del Este, I can state with authonty that
earlier Latin American thinking on the causes of eco-
nomic underdevelopment and the measures most lLikely
to accelerate both economic and social progress was »f
the greatest possible influence in the formuladon 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 for Latin America, and
out of a series of policy proposals by various Latn
American statesmen and other leaders of opinion.

Among those policy proposals, the initiative of Brazil-
ian President Juscelino Kubitschek in May 1958 for
“Operation Pan America” was of special importance, as
is recognized in the very t.tle of the Charter of Punta del
Este. It gave a new impertus to inter-American coopera-
tion in the economic and social fields. Its first concrete
results were the creation in 1959 of the Inter-American
Development Bank, in response to a long-held desire of
Latin American governments, and the adopuon in Sep-~
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tember 1960 of the Act of Bogotd, with 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 Alliance for Progress took
1ts OTigin.

In its first year, the Alliance has enjoyed many suc-
cesses, bur it has also encountered many obstacles and
engendered some disappointments. There has been offi-
cial discussion in the inter-American family of a “crisis”
in the Alliance.* Many of the 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 1m-
provement in organization and structure, in working
methods both in Latin America and in the United States,
in arrangements for collaboration by other capital-sup-
plying nations and international instirutions, and above
all in the muldlateral political impetus required to make
the program a success.

The success of the Alliance for Progress is, in my
opinion, indispensable to the furure of polinical hiberty,
as well as material prosperity, in this Hemisphere. 1
believe that the basic concepts of the Charter of Punta
del Este are sound, and that they deserve the close at-
tention and full support of enlightened opinion in the

* See Organization of American Startes, Inter-American Economic
snd Social Council, First Annual Meeting at the Ministerial Level,
Report of the Panel of Experts to the Inter-Americar: Economic and
Social Council, Washingron, September 1962




FOREWORD - 7

free world. I hope that this small book may make some
contribution to a berter public understanding of this
program for constructive democratic revoluton in the
Hemisphere—for a true “new deal” in Latin Amenica.
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PURPOSES OF THE
ALLIANCE FOR PROGRESS

* ® ¥ * *  ® ¥ % ¥ % % = *

‘What is the Alliance for Progress? In a single sentence,
it is a sustained and cooperative effort to accelerate eco-
nomic growth and social progress thrwghaat Lann
America, working through democratic insututions 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 will be comparable
in dollar amount to what went into the Marshall Plan
for Western Europe’s postwar economic recovery. The
total outside resources available for Latin America should
far exceed the Marshall Plan magnirudes. The United
States Congress has shown vigorous support for this
program on the condition that it meets in practce the
high standards subscribed to by twenry American re-
publics in the Charter of Punta del Esre on August 17,
1961.*

* For text see page 118.
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This must be = sustained effort because the nature of
the task is 2 long and hard one—much longer and harder
than that of Eumpean postwar recovery. Much of Latin
America, alongside its grear cines like Rio de Janeiro,
Sidc Paulo, and Buenos Aires, suffers from deep poverty
and technical backwardness in the countryside, from
glaring deficiencies in education, housing, and public
health, from explosive forces of populatica increase, and
from weaknesses in economic and administranve struc-
tures which muost be remedied to release the vast poten-
tals of this continent for rapid growth. Democrane
institations in Latin America are on trial as never before
to test their capacity to meet the demands imposed upon
them for social and economic progress.

The Alliance for Progress must be a cooperative effort.
Withour the enthusiastic devonon of Lann Amencan
ralents, energics, and resources to 1ts purposes, no lasung
results can be achieved. We on the ourside can supple-
ment and complement domestic efforts; we can and wadl
help fimancially and rechnically; bur our effores cannot
Sﬁﬁ&*ﬁ’ﬁ*& for these generated from within, Nor is this
Aliiance merely a matrer of bilarersl cooperanion be-
rween the Uniced Srares and each Latin American nution,
Ir calls for 2 major part to be phyed by inrer-American
instirutions, by the world-wide e raational ILENCIES,
and by the other more mduserialized countries z%fsa 110
help. The program includes intermational cooperation
for the strengthening of certain commodity markets,
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notably that of coffe. It also looks 1o a srengthening of
economic des within Ladn America through free trade
arcas and common markets and through reinforced coop-
eration in science, research, aad specialized educaton.

In all these ficlds, Brazil can and should have a major
role of leadership. indeed, the Alliance for Progress is
much the same in principle as the Brazilian idea of Op-
eration Pan Americs, and I have thought that the pro-
gram now underway might well be called “Operaton
Allance.”

The Alliance for Progress cmphasizes the twin goals
of economic deve: pment and social progress. These
goals are Siamese rwins. Producoon and living standards
in Latin America are low—very much lower than could
be secured from the available physical and human re-
sources and the known rechniques of production. With-
our higher producton, which means economic devel-
opment, the people cannor enjoy decent standards of
nutridon, health, clothing, housing, education—the ma-
rerial foundanons for humar digmry. Higher g:sm&&ezim
r>quires public and privare mp&mi INVESTIIEAE, BEW agri-
culrural techniques, more industralization, expansion @i’
EXPOFTS, and all the other elements of economic modern~
zation. But mere increases in production will not mfﬁmf
unless their benefirs are wadely distributed among all
classes of sucienes and amuoag all regions of the naton.
’\l’ﬁr wxii é“&*&fﬁ pment meet the alimate tests of saccess

sociery feel themseives o be f&&i
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parucipants in the process of development. The concept
of the Alliaace for Progress does not permit the cmﬁ«
nued existence of large masses of “forgotten men.”

In these respects, the Alliance for ?E‘Qmﬁ fits squarely
with the precepts of th: recent Papal Encyrlical Mater e
Magxsmz As one reads the teachings of that Encyclical,
one is struck by the fact thatr the Western World in its
mos: developed parts has come closer to achieving its
noble aspirauons than any other society today or at any
ume in history. Our system of edmmmﬁ COtTIES simr to
meeting the ideal of true equality of opporrunity G‘ug
system of labor relations comes closer to E*m izing t
interests of manual workers, salaried ;mﬁ@yees, man-
agers, and owners in the common goals of high produs-
tion and broad distribution of gwés and services, Qur
systems of progressive taxation and guaranteed social
security come closer to insuring that all share equitably
in the pzzbiw burdens and chat none of our citizens is
lefr bypassed by the ndes of economic and social change.
We have many deficiencies and much o improve, and
we advernse our deficiencies widely through a
whose very existence is an assurance thar corrective ef-
;m will be rmade.

Ve have accomplished all dhus withour paternalism
a f&w, without concentration of power in mﬁgﬁuﬁiﬁﬁé
hands, and without the infernal mechamsms of 2 pﬁﬁﬁ&
state creanng 2 false image of harmony and popular st
port, manufactared o suit 3 dictatorial elite which makes
colonial sabjects of irs own peoples. Contrase this with
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the new tyrannies which mmst build concrete walls
topped by barted wire and yairmd by Hoodlights, ma-
chine guns, and wreks to keep wheir dissatisfied citizens
from escaping what their masters brazenly describe as an
earthly paradise.

It is not the purpese of the Alliance for Progress
impose a North American way of life on Latn America.
We know thar cach Larin American nation hus its own
cultural traditons and potentials, that each will ind us
own social forms and expressions, and that the world
will be enriched by their diversity and their murual inter-
change. But in this diversicy there is one constant: the
common devodon to democratic institutions and respect
for the human individual. Latin America has had its &l of
dicrarorships, Brazil forrunately suffering less from them
than most of her Spanish-speaking %mbh;%:@wu It is our
common purpose to domenstrate thar free nstitunons
can and will mesr the mazerial needs of men %ﬁamg
W@f‘aﬁs‘ through methods and leaders of their own
choosing

Ler me comment briefly on the methads o be used
in the Allionce for Progress. There are two poings of
special impormance: systemane olzaning for cconomic
and social development, and the principle of self-help
and instirugional reform.

As the Charrer of Punta del Este makes clear, develop-
mert planning does not mean soculizanon. Whaz it does
mean 5 the establishmenr of wtrges for public mvess-
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ment in Selds of high priority (and by implication the
ination of those of low or no prioriry); the applica-

el

tion of sound engieering and economic standards to

public investment projects; an appraisal of the balance-

of -payments pmhim involved in the program; the pro-

vision of adequate machinery for public administration

mé for mpemmg between government and private

organizations; and the adoption of fiscal and monetary
g@mfm to promote development without inflarion.

Without this kind of program, the effort for aceel-

| development wil bfeméamaﬁé by the squander-

mg af iz:zm:ad fesonrces on low-priority uses, by the

Ourage! £ inflationary pressures, and by the in-

ive machinery to do what s

ps familiar with Larin American history

ITING FECENT YeArs need think very hard ro find dramanc

nful examples of these fasdings. Nor can develop-

ene planning be merely on paper; it must be geared to

tiw %md:gct mﬁ to m@ rmi centers of deasion-making

mg ministries and other agences Cmmﬁmw

_ ngram is irself a major element
in the concepr of ﬂﬁif«hﬁi? and instirutional reform. 1
stressed earfier thar ourside resources, though indispensa-
bk, can only supplemene domestic Laon “American ef-
fﬁm for éwﬂﬁpﬁiﬁ%& Self-help means both an adequare
coneribution of domestic resources to the needs of high
pmm and the cart ving through of necessary stracmural
mmprovements in such fields as land renure, tax Systems
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and wx administration, educational institutions, capital
markets, and the machinery of public administration. It
means systemanc efforts to stmuiate savings and their
application to investments essential to national growth.

Brazil today, like many other countries, is beset with
grievous day-to-day difficulties in the rising cost of liv-
ing, in labor relations, and in other fields. We do not
look for miracles. In the immediate task of economic
stabilization, we are providing subsrantal assistance, but
we also know that although stabilizaton is imperative, it
~will not by irself solve all the urgent probiems confront-
ing the nation. We also recognize thar econ. nic under-
development implies some degree of admunistrative under-
development, and one aspect of the program is designed
to provide needed technicians and training prograis to
build up the cadres of specialized technical personnel
which are sull woefully inadequate in most of Latin
Amernica. The targer is nor perfection, but rarher clear
and consistent movement in the desired direction so that
visible progress can be made in shorr order,

Nor is the Alliance for Progress purely a matter of
cooperation among govermments. If irs goals are to be
reached, a very large part will have o be played by
privare enterprise—Latn American, foreign, and perhaps
especially joint venrures. If in recent years there has been
an unfortunare and widespread error in assuming that
private enterprise alone could bring 2bout adequate de-
velspment in Lann America, we should nor now over-
corapensate that error by assuming thar private enterprise
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is of little importance. In the vast bulk of manufacturing,
mining, agriculture, commerce, and finance, private en-
terprise is the dominant and the most productive form
of eco.aomic organization. These sectors cannot move
forward without new investment, new techniques, and
more effective management. To all these necds, foreign
companies have made and are conunuing to make enor-
mous contribudons. To be welcome, a foreign enterprise
must be fully a part of the community in which it oper-
ates, receiving a fair retumm for risks undertaken and
for capital and technique imported from abroad, but
providing its main economic benefits to the host country.
The record shows thar this has in fact been the case with
the grear majority of American foreign investments in
Brazil. 1 only wish that sometimes the investing com-
panies devored more effort to lerting the facts—facts on
their provision of jobs, of training, of payrolls, of taxes
paid, and of profits reinvested—be more widely known.

Finally, why is the United States interested in the Al-
liance for Progress® Why should our Congress, acting
on behalf of us taxpayers, be commirting large resources
ro this effort® The answer lies in the conviction that a
prospercus, free, and self-reliant Latin Amenica is essen-
rial to the kind of world in which we of the northem
part of the Hemisphere can also pursue our aspiratons
for a life in freedom and digniry. This 15 not 2 mere mat-
ter of economic arithmetc, although we also know that
prosperous neighbors make good trading parmers. Nor
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RPOSE

is it 2 matter of political arithmeric; we know that real
allies cannot be bought and we welcome the voluntary
cooperation of our Latin American friends in world
affairs because we share the same views toward peace
and freedom mn the world.

The basic reason is that we know that the United
States cannot survive as an isolated island of prospenty in
a shrinking world in which large numbers of people
lack the essentals for a decent bife. We know that our
own furure is indissolubly linked with the success or fail-
ure of this common effort. The human qualines of
peoples such as the Branlians, and the porenual resources
ar their disposal, give us confidence that they will find
the ways to overcome the obstacles of the present and to
assure for themselves in measurable time the bright and
free furure which is their just desert.
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BENEFITS FOR THE
BRAZILIAN PEOPLE

Some dme ago, when [ was stll a privace citizen, a
distnguished member of the Unired States Senare who
was visiting Brazil for the first dme asked my advice
wherher he should go to Sio Paulo. He sud that he had
heard thar it was ahs: Chicago of South America, and
he s1w no reason o vise 2 second Chi ncago. Because 1
knew Sio Paulo, both as 2 symbol of dynamic economic
progress and as a w orid-famous culrural eenter, 1 wold
him that he must see S3o Panlo, and he did. I saw him just
afrer his rerurn. Full of enrhusiasm, he sad thar 0 was
an injustice to liken Sie Pavlo re Chicago. He found
Sdo Paulo 3 quite supenior ciry, except for the absence
of Lake Michigan, and he ﬁmaﬁ% r Paulbists ener gy
might even creats 1 second Lake %izsmg:m if rhe resi-
éeﬁm were so inclined. (Perhaps [ should add dhat the
Senaror 15 not from the Stare of Iilinows.)
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Keeping in mind Sdo Paulo’s forceful bur disciplined
energy as an illustradon of what Brazihans are capable
of, let us examine the broader question of economic and
s&cmi development in Brazil and how “Operadon All-
ance” may be related to it. I suggesred this term earhier,
not only to show the intimare reimzmsmp between the
Brazilian proposal for Operation Pan America and
President Kennedy's proposal for an Alliance for Prog-
ress, bur also o emp‘mﬁze thar the program adoprted at
Punra del Este is intended to be truly operational—to
produce concrere results in measy rable time. And 1 dis-
cuss this theme not only as s:%se Ambassador of a friendly
nauon which places the highest hopes on the future of
Brazil, bur also as a professor and student of economic
development.

The Declaranion of Punra del Este described the Al-
liance for Progress as “a vast effort to bring 2 better
life ro all the peoples of the Conunent,” working through
democratic mnstrutions for accelerated economic and so-
cial development. The Charter of Punta del Este sets
forth targers for economic and social progress and out-
lines ways and means of achieving these targers through
national development programs, instirational improve-
ments, and the mobilizanon of public and private re-
sources for these purposes from within Latin America,
and from North American and other outside sources,
on a very large scale. The Declaranon and Charter de-
serve the most careful study by any citizen of the Amer-
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icas truly interested in the progress of his country and
the hemisphere.®

Brazil has enjoyed an impressive degree of economic
growth during the years since the Second World War,
in large part focused on the City and State of Sao Paulo.
But this is only a beginning. With 2 high rate of popu-
lation growth, with a continuous movement of people
from countryside to cites, Brazil has a need for develop-
ment that is never-ending, whether viewed in terms of
jobs for the growing labor force or in terms of needs
and desires of the people for a truly modern standard of
living. There are the urgent social problems of inade-
quare housing, inadequate educational opportunities, and
of water supply, sanitation, and other requisites for pub-
lic health. There are the stuctural problems of land
renure, of capital markers, 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 vitality, and of expanding
and diversifying Brazilian exports and replacing imports
so that the chronic weakness of the balance of payments
can be overcome.

I suppose that all Brazilians would agree on these ob-~
jectives, which are also the objectives of Operation Alli-
ance. The question remains: which road is to be followed
toward this necessary process of development?

* Texrs of these documents begin on page 113
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Development is indispensable to meet the material
aspirations of the people. Development is also indispensa-
ble because only through greater production and greater
producuvity can the legitimate claims of social groups
and regions within a nation be harmonized instead of
degenermna mto class warfare and regional warfare.
But it should be development with a hem——»éwelopmem
with a just distribution of its benefits—and deve’ opmient
with full participation by all sectors of the community.

The two keys to development are investment and im-
proved knowledge and teahmqu& Imrroved knowledge
and techmique require human investment through edu-
caton and :vaining and research, forms of investment
which, as recenr studies demonstrate, provide returns,
even in purely matenial terms, exceeding those of most
physical investment.

Investment, in turn, requires savings, either voluntary
or forced, domestic or foreign. It is : here that the pos-
sible roads ro development diverge. There is the road of
free instimunions, roward which the Alliance for Progress
points. And there is the S{:mez road.

Voices are heard suggesting that the road for Latin
American countries to follow toward economic and
social development 15 the rotalitarian road marked our
by Sovier Russia. Withour significant foreign capinal, i
is said, the Sovier Union has transformed irself into
leading industrial nadon in a period of thirty to forty

years.
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Let us examine that experience. Russia had irs first
important phase of industrial growth before the First

‘orld War with the help of substandal foreign credits.
Then war and Communist revolution came to Russia,
and the second great phase of industrial expansion was
Jaunched under Stalin’s dicratorship with the series of
five-year plans beginning in the late 1920’s. The capital
for that industrializadon was squeezed from the peas-
antry through collectivization, which was enforced by
deporting some five million peasants to Siberia, and
through the seizure of grain from the collective farms,
which led to the starvation-—perhaps one should say the
liquidation—of millions of Soviet citizens. This may
seem difficulr to believe, but the fact is there. Industral
productyvity was also spurred by the threat of exile to
forced labor camps in Siberia, and a porton of the in-
dustrialization was carried out direcdy by forced labor.

Thirty years later, Russia had built an impressive struc-
ture of heavy industry, but its products were sull going
largely into military uses and into further investment, so
that consumption levels remained where they had been
in the 1920%. Stll roday, the standards of housing are
below those of Latin America, to say nothing of Western
Europe and North America. Agriculrural producuvity
remains a small fracdon of the levels prevaling n the
gre.t agricuirural areas of the free world.

One can be impressed with certain aspects of Soviet
science and rechnical education, with the sicel mills,
nuclear rockers, and space satellites. But would any free
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nation want to build its industry by forced labor and
by the collectivization and starvation of its fam&r&nﬁ
Would any free people willingly subject themselves

the inhuman terror which for tw enry-seven years re-
placed belief in God by belief in Stalin, who is now
denounced by his own successors and whose body has
been removed from Lemn’s tomb perhaps to make room
for some other deified ruler?

Contrast this with the free road to development. This
is not the road of unbridled individualism, for free in-
sututions need not mply the absence of planning and
direction. It is the road of individual energies channeled
by insdrunons respensible to the people and adapted to
the needs of the sociery and the rimes. The free road 15
not simply the road of Western Europe or the United
States m the nineteenth century, or of Canada or Aus-
tralia in the rwendeth cenmury, though all these cases
contain much thar 1s useful.

Some observers say that the experience of the recently
sertled Anglo-Saxon countries is not relevant to the prob-
lems of Brazil, with its Latin traditions and its problems
of land tenure inherited from cenruries of planranon
sociery. I call their arrention to the lralian experience
of recent years.

Iraly too 1s 2 Laom country, small in size compared to
Brazil but with many resemnblances. Ir has 2 mountamous
and difficulr rerrain. For generanons irs South has been
a depressed area like Brazil’s Northeast. [aaly lacks ade-
quate fuel resources. It has a grear industrial center in
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Milan remarkably similar to thar of its Brazilian sister
city of Sio Paulo. It has suffered from inflation and from
long periods of economic stagnation. It has had a des-
perate problem of unemployment which in the eucly
years of the Marshall Plan seemed incurable.

Despite these obstacles, Iralian induscrial producton
has more than doubled since 1953, increasing last year
alone by 15 percent. Gross production has increased by
7% percent a year. The specter of unemployment no
longer looms as a threat to social and political stabi ity.
And lraly's balance of inrernarional payments today is
one of the strongest in the world.

How has this been done? By 2 combination of sound
fnancial policy which gave luly ten years of stable
prices, the vigorous promortion of domestic and foraign
private ‘nvestment, the careful planning of public invest-
men: with special emphasis on the depressed South, the
fruirful application of foreign assistance from the United
States and elsewhere, the opening up of Iulian enver-
prise to comperinive sumulus through the European com-
mon marker, the expansion and diversificanion of expores,
and ‘he modernization of management and hibor skills
through education, traiming, and the stimulation of
lugher produeniviey.

In all of the cases of free world development, public
investment and private investment have worked side by
side; domestic investment and foreign investment have
worked side by side; and development has broughr about
higher consumption levels, 2 more cven diseribution of
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income, and a broader integration into the peaceful inter-
national economic community.

Fifreen years ago, many lwaban entrepreneurs were
convinced that the Iralian market was inherently limited,
and thar their only hope for profitable business was to
maintain entrenched monopolistic pesitions protected
from foreign and domestdc competition alike. They be-
lieved in a small volume of production with very high
profit nm"gms on each unit sold. Now they have learned
thar an iding economy can give them a larger do~
mestic marker, based on large volume and low profit
marging per unit.

The factory parking lots, once contuning only bi-
cycies, have been enlarged to accommodare the passen-
ger cars of the workers. Southern peasants, who used to
accept ill health and miserable living conditions as the
permanent lor of mankind, now are begmning to get
decent housing and 1o find, zhmagﬁ education, opportu-
nidies for their children which would have seemed un-
believable a generation ago. At the same rime, the markets
fm makers of building marerials, household and con-

ner goods, vehicles, ;md the tools and machinery which
go malre these goods are expanding as never before.
And all this was achieved in the face of concerted and
destructive efforts by the large Iralan Communist Party
to saborage the Marshall Plan, the iralian plan for re-
construction of the South, and the enore dm*z, of the
Iralian nadon for economic and social progress along the
free road to development.
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1ne Albance for Progress does not mmply leaving de-
velopment to the automatic forces of the marker. On the
contrary, it recognizes the need for an intensive and sys-
tematic effort for the planned acceleration of develop-
ment, with pnaﬁw for the most urgent social and eco-
nomic tasks. It is this systematic planning effort—the
selection of priorities and the joint application of domes-
tic and ouwside resources to these tasks—which consu-
tutes the core idea of the Alliance for Progress.

These principles are not new to the Stte of Sdo
Paulo. They can be seen ar work in the Plan of Action
of the present state government, W ith irs harmonious
mrerweaving of m‘mﬁ: and private investment, its bal-
ancing of economic and social objectives, and its recog-
nition of the need for administrative and institutional
improvement, including agrarian reform. Other regions
of Brazil are less forrunarely endowed with resources,
but their problems are nor insoluble if similar principles
are applicd. S3c Paulo irself has 2 grear role ro play in
this national effore. [ am w&:azi} zmpre&ed with s public
and privare recognition of the need to parucipare acuvely
in the &m’eluymem of Brazil's North and Northeasr.
Just as S3o Paulo recognizes the importance to irself of
2 prospenng national env ronment, so do we i the
United States recogmize our own need for a healthy
environmeat in the Hemisphere as 2 whole.

In this connecticn, ler me comment on some curious
myths concerming United Stares policy toward Laon
American development. One 15 that we seek to depress
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the prices of Ladn American exports, such as coffee, and
to raise the prices of our exports to Latin Amernica. Bue,
as is generally known, coffee is in world oversupply,
and brazil has been losing an important share of its
market 1o African competitors. The United States, far
from encouraging lower prices, has helped to negotiate
the present international coffee agreement, and in ac-
cordance with the Charter of Punta del Este is now
working side by side with Brazilian representatives for
a stronger agreement to ensurc against a disastrous col-
Irpse of the world coffec market. And on the other side
of the terms of made, sellers of industmial rools and
machinery from various countries are competing vigor-
cusly w obtain erders from Brazil and other developing
COUNEies.

Then there is the myrh sbour Amencan efforts to
recard Latin American industrislizanon in order to main-
win our own export markers. This idea shares a kand of
uneasy coexistence i sore Laun American minds with
the feeling thar there is too mech Unired States partici-
pation in Larin American industrialize on. Prrhaps the
rwo thoughts cancel cach other sur Acnally, we wel-
come &ﬁ:h*mmﬁy the indusrrr . modermizunon of
Brazi} and of all Larin America. ‘1‘%}% is one of the explicn
gosls of the Alliance for Progress. The rupudly growing
ﬁmﬁ@wm of Laun America cannor be gsmdgemveiv
employed withour massive industriali wion, which s
likewise essennial ro rhe achievement of balanced econo-
mies and 1o the diversificanien of expors. From the poing
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of view of United States trade, our experience with
Western Europe and Canada has long since shown that
other industrialized countries make our best trading part-
ners. If we see an equal need for agricultural moderniza-
tion, both in greatly increasing producuvity and in m-
proving ézstnhum}n it is because agriculcure has lagged
benind industrial gmwr% €3USING SErIOUS ECONOMIC m&
social gmm We feel that both sectors must move
forward rogether.

Another curious myth helds thar Unired States sup~
port for monetary stabilization efforts in Ladn America
is intended to serve some seliish North Amencan interest.
Bur the sufferers from chronic inflution are not for-
eigners; they are the people of Latn America iwself.
We nave m?panczi monetary stabilizavion simply be-
cause reasonable price Smhﬁxw is a necessary foundation
for effcctive development. Chronic inflation discourages
savings, uﬁéﬁmﬁm social and pelineal sebilivy, diveres
investment into wasteful uses, and makes it amm&mbﬁe to
employ eﬁ%’ma ely the dev eiagzmmt‘%i resOurces we are
m:&hﬁg available In support of economic and social
progress

T&m there are the myths conceming profits remirred
abroad by private %ﬁrﬁsgn investors, which have been so
much discussed m Brazil. Afrer hearmg references to
these p&mm& as “suction pumps draining the Brazilian
economy”’ I have taken the ouble to review the facts
once again. The facts, wken from the fgures of the

d of Currency and Credir (SU %@ﬁ} are thar
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profits remirted to all foreign countries from Brazil have
averaged 40 million dollars per year since 1947 and only
28 rmullion dollars per yvear éﬁrmw the last five vears. For
cach Brazilian, this amounts each 3 vear to 40 United States
cents—more or less 150 cruzeiros at present exchange
rates. So far as United Srates investors ate concerned,
they have regularly reinvested in Brazil a larger propor-
tion of their ¢ earnings than they have remirted home.

Brazil has received in return, over the last fourteen
years, foreign investment of risk capital of 1.3 billion dol-
lars, and in the last five vears over 700 muilion dollars.
On the basis of the nadonal accounts data of the Gerdlio
Vargas Foundation, total foreign loans and investments,
privare and ;mb%m, have amounted to abour one ninth
of the rowal increase in Brazil's fixed capiral duning the
izsr fve years.

Without domunaung the Braziban scene, fm&:&gn capi-
mi-—mt;%s in public and private loans and in risk capital
—has played a viral pare in the grear development of re-
cent years. Its direct conmbuuen » significant enough,
bue it has had even more imporrant rmﬁz& n mmuﬁ&mw
the growth of Brozilian enrerprise, both in pﬁfmmhzgg
and m purely Brazilon companies,

Again one thinks of Sdo Panlo, center of 3 great Brazil-
mn auromonve ndustry which was ereated in four shory
veurs, with s 140,000 employees, 13 billion cruzeiros
paid in dircet taxes in 1960, and 1,300 companies produc-
ing automotive components. Most of these component

ms are entrely owned by Brazibian shareholders.
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Not only in automobiles, but in electrical equipment,
pharmaceuticals, and the broadest variety of consumer
goods, Brazil has been enabled through foreign invest-
ment to produce essenual goods within the coumtry,
creating jobs for Brazilians, new working skills for Brazil-
jans, taxes for Brazilian local, state, and narional govern-
ments, and goods for Brazilian consumption incorporat-
ing the results of hundreds of millions of dollars worth
of research and development expenditures undertaken in
the more industrialized countries. At the same time, mak-
ing these goods in Brazil instead of importing them from
abroad has freed foreign-exchange earnings for the pro-
curement of machinery and equipment and raw matenals
to conunue the process of development and moderniza-
tion.

There can be no doubt that Latin America faces a
period of grear challenge and grear promise. Populanen
growth and popular aspirations will nor pervut any mere
dem*mg to the status guo. The physical and human re-
sources exist with which 1o butld commumnes of grow-
ing marenial prospenty, of social justice, of ever greater
opportunities for the comimg generations, of respect for
the human spirir, and of independent cooperation for
peace and freedom in the world.

This has been the objecnve of all the grear American
Revolunons—revolunions which combined the French
inspiration of hiberty, equaliy, and fraternity with ca-
pacity for self-government and respecr for divine law.
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This is the message of Mater et Magistra. Development
through tyranny and slavery is not the wave of the
future; it is the wave of the past, seeking to engulf this
Hemisphere as otirer reactionary waves of the past have
sought without success. The true wave of the furure
is found in economic and social progress through the
cooperation of free peoples. This is the meaning of
Operation Alliance.

In this grear undertaking which Brazil helped to in-
spire, Brazil not only can come to grips with her own
pressing social and economic problems; she can become
a model and a source of soength for other developing
countries of this and of other continents. Brazil las al-
ready taught the world much. It is Brazil which ended
slavery peacefully by the stroke of 2 pen and has
achieved a degree of racial harmony which is the envy
of other mulrracial communities the world over. The
Brazil which unificd half 2 conunent with a single lan-
guage and under a single flag need not be humble abour
her capacity for achievement. And S3o Paulo is 2 hving
demonstrarion of the “Order and Progress” inscribed on

Brazilian flag.




ECONOMIC ASPECTS
OF THE ALLIANCE
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Although over half of my active life has been sp
public service, mainly on international affairs, as a result
of the circumstances of the mid-twenteth century, I sull
regard myself as only an amareur diplomat. My true pro-
fession 1s university tmchmw The Alliance for Progress
is a ropic that combines the most important singie aspect
of my work as Unired Stares Ambassador and my major
field of professional concern as an economist during the
last several years. Like many others in the United States,
I have come to feel that policies and problems of eco-
nomic development are the area within our discipline
which most requires cultivation and understanding, not
merely as an academic study but to provide objective
analysis and competent technical guidance to the makers
of pﬁhcy

The polidicians will be seeking to promote develop-
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ment because there is an insistent popular demand for ir.
The economists have an importzat role in helping them
to achieve real results, and ar dmes 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 systematic study
of economics began two centuries ago with problems of
development, but that they have only recendy found
their way back to the center of the stage. Development
was the central concern of Adam Smith’s “Inquiry into
the Narure and Causes of the Wealth of Natons” and
of the French physiocrats. Then, after many decades of
preoccupeat.on with distribution of income, marginal anal-
ysis, 2ud micro-economics, the discipline has again tarned
to the most mmportane issues of policy, mcloding, first,
problems of high employment and the trade cycle in the
indestralized natons, and more recently problems of
economic growth, with special emphasis on the less de-
veloped countries. It is a healthy sign, moreover, that
many contemporary economusts are dealin
important subject not as “pure economics” (whatever
that may mean), bur as the combined economic, social,
and political problem which it is in the real world.

I have previously tried to define the essential purpose
of the Alliance for Progress in a few words, as follows:
“A sustained and cooperative effort to accelerate eco-
nomic growth and social progress throughout Lagn
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America, working through democratic institutions based
on respect for the individual.” Now [ want to look more
closely ar the economic aspects of this program.

The Charter of Punta del Este, in its Title [, sets broad
goals in rerms of over-all economic growth; more equita-
ble distribudion of nanional income; balance and diversifi-
cation of economic structures; accelerated industrializa-
ton; improved agricultural productvity and output;
agrarian reform; broader and modermized provision for
education, pm&hi‘: health, and low-cost housing; price
stability; Latin American economic integration; and im-
gmsseé stability of foreign-exchange carning. To pro-
mote more rapid growth, the Charter emphasizes the
need for comprehensive and well-concaved national de-
velopment programs. Long-term natisnal plans had also
been stressed in President Kennedy’ s original starement
of March 13, 1961, proposing the Alliance for Progress.
He said: “For if our alliance s to succeed, cach Latin

nation must formulate long-range plans for its own de-
vei@pm&mmpims which ﬁﬁtﬁ%éﬁh rargers and prioriries,
ensure monerary smbiliry, establish the machinery for
viral social change, sumulare privare actuvity and initia-
tive, and provide for 2 maximum nanonal efforr. These
plans will be the foundanion of cur development effort
and the basis for the allocation of curside resources.”

Pending the preparanon of national development pro-
grams, the Charrer specifies 2 series of mmmediare and
short-rerm acnion messures, mcloding cumside financial
support for projects ready for unplementadon whose




ECONOMIC ASPECTS OF THE ALLIANCE -« 35

mgxemce 1 so evident that they would obviously fit
into any sensible long-terin program. This transitional
phase will aeeessarﬁv vary in duration from country to
country. I should like here, however, to review the con-
cept of long-term national plans and the reasons for such
great emphasis on this concept in the broad framework
of the Alliance for Progress.

iﬁ the appendix to Tide 11 of the Charter there ap-
pears an eight-point description of the essentdal elements
sf. img—zm natonal development programs. They are,
in brief: (1) establishment of murually consistent cargets
in the main economic and social sectors; (2) assignmenr
of priorities and estimation of costs and benefits of specific
major projects; (3) measures to direct the public secror
and to encourage private action in support of the pro-
gram; {4) cost estmares for the pmgmm m domestic
currency and foreign exchange; (5) a calculation of in-
rernal resources available for development; (6) analysis
of the balance of payments and of the necessary external
financing; (7) the basic fiscal and monetary policies re-
qﬁmﬁd to fulfill the program within a framework of price
stability; and (8) the machinery of pﬁbﬁﬁ‘ administra:
gon, mciadmg measures for the cooperation of private
organizations, ro make the program effecrive,

Each nauonal government is left free to determine the
degree of derail 1o be used in its national program-making
and is of course responsible for the selecdon of its own
priorities. These are only i1 part technical marters; they
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also ‘nvolve a wide range of choices on which every
democratic nation will have its own scale of political
preferences.

This concept of development programming must not
be confused with the total planning of all aspects of eco-
nomic life in the manner which is amrempted in some
toralitarian sociedes. It focuses on the major fields of
public investment 2nd on certain critical sectors of pni-
vate (or mived private and public) investment, especially
those which can be bottlenecks in the development proc-
ess or can be leading sectors for the economy as a whole.
The main fields for programming typically include
power, traasporeanon, communicadons, education, hous-
ing, steel, cement, hasic foodstuffs, major export com-
modities, and other selected industries, depending on the
individual national strucrure. For the rest of the econ-
omy, such 2 national plan seeks to provide a framework
conducive to general growth, by encouraging private
competitive enterprise and the supply of adequate re-
sources for long-term investment and for working capital
within 2 framework of reasonable price stability.

The foundadons for this sorr of programming have
been laid in Brazil during the last decade, notably in the
Programa de Metas (Program of Targers). There are,
however, two important ways in which the work done
thus far falls shorr of the concepts in the Charter of
Punta del Este. First, public investmen: in the socul
sector, although mentioned in the Programa de Memus,
was not worked out in any derail. Secondly, there was
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no systematic effort to prepare two broad types of analy-
sis indispensable to a general natonal development pro-
gram: (1) a quantitative appraisal of the source and ap-
pl'cadon of investment funds (Le., 2 savings-investinent
account), and (2) a systematic appraisal of the balance
of payments with assurance of external financing for any
investment deficit.

Morecver, although sectoral planning and the estab-
lishment of priorities were quite thorough in certain
fields, notably electnic 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 gencral terms.

Obviously economic development can take place with-
out national programming. North America, Western
Europe, Australia, and New 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 condions for
which Larin American peoples are understandably m-
pautent.

It is an evident fact that the supply of capital in Laon
America is inadequate in relation to both needs and op-
portunities. Even with large-scale outside assistance, this
will remain the case. The wastage of public investment
resources on projects of low priority, or the reducuon
in productivity of capital resuiting 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 repercussions, mn@i% cannot be afforded. More-

over, over-all programming has the great advantage of
imposing the discipline of choice—of appraising the total
supply of domestic savings and foreign investment re-
sources and considering consciously “how that supply
may best be used. It helps to make clear chat the SW&-
ing up of some investmenus requires the slowing down
or abandonment of others, or alternatively finding W&}TS
and means to expand the supply of capial.

A curious myth appears to have found some adherents
in Brazil, to the effect thar budgetary dehicus are not
inflationary 2s long as the amounts in deficit are used
for productive invesument. If this were so, there would
be no limit to the supply of funds for public investment.
Obviously real investments have to be financed by real
savings, whether those savings are collecred through taxa-
don, through volunmry loans, or through the forced
saving imposed on fixed income groups bv inflatton.

Over-all narional programming should have the further
advantage of ém@wmmm& clearly the need for expand-
ing voluntary saving, which is 1 «mﬁé deal lower m Latin
America than national income im els appear to make pos-
sible. There are wide opportunities for improving the
strucrure of capist markers, the incentives and mech-
anisms for small savings, and the arrangements for inanc-
ing of low-cost hmng, all of which could wmzﬁy ASSIST
in mobilizing mesources for developmental purposes.
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I should Like to make a special comment on the ques-
tion of planning for investment in the social sectors. In
the Charter of Punta del Este, as in the Act of Sogota
of 1960, emphasis is placed on four types of social ‘nvest-
ment: namely education, public health, housing, and im-
pmmmmt in rural biving conditions. S?ﬁzﬁmﬁf%ﬂ pro-

ramming in these fields, with the possible exception of
hm}smg is technically difficule. Educaton and public
health do not return revenues directly to the investment,
and the estimadon of the economic benefits to the nation
as a whole is sull more of an arr than a science, resung
on WW weak smanspcal evidence. Nonetheless, these
, of investment in human capital may be not only
desirable in themselves but also extremely productive
economically. Frehmnax} studies in the United States of
the economics of educanon show remarkably high rares
of retum, quite apart from the direcr benefirs of educa-
Hon in improving the human capacity to lead 2 good life.
In the words of Professor Theodore Schultz of the Uni-

versity of Chicago, one of our wisest North American
ECONOMISTS, human capital “is i substannal part a prod-
uct of deliberare investment . . . it has grown in Western
societies ar 2 much fasrer rare than conventional {(non-
human) capital and . . . irs growth may well be the most
distincave fearare of the economic system.”*

Although professional economists have made great

* Theodore W, Sehulee, “Tnveonment it Borman m?ggﬁ ﬁmmm
Ecomomic Rewmiewz, March 1961, o L
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progress in recent decades in developing systemanc data
for the macro-economic study of national economies, it
is 2 misfortune that mmdszm on cducation and health
are treated as consumption rather than investment. This
error will not be remedied overnight, and certainly notin
time for the preparation of national programs ander the
Alliance for Progress. The very least that can be done,
however. is to work out the basic data for sectoral plans
in these obviously critical fields, so that choices can be
made among them and the compering conventional in-
Vestments.

In the field of education, for example, is there not 2
clear need for systemaric natiomal inventories of the
present state of primary education, fhﬁ cost involved in
meeting the Allince wai of six years’ schooling for each
child, the requirements for sp@mﬁaé manpewer at the
secondary and %wzi‘mr levels, the correspondm gﬁqm
ments for school mﬁmmwﬁ, for reacher %rmmg and

iﬁ ﬁu_, sgtmzimmi f‘sﬂ& ﬁé‘ﬁﬁiéﬁa not 2 szmzhf inventory
be made of the requirements for an effectrive system @f
extension, cm&xa, ?E’ﬁﬁi‘&ﬁﬁ of seeds, rools, and ferrilize

d hanisms for markenng and disribudes? W zzi'sw
out this, ﬁ'ifﬁff is lirele hope for a successiol @mﬁ?%é on one
of the most urgenr aspects of development in Lati
America—the achievemenr of higher :&gﬁmﬁwﬁ @ﬁm‘:
along with a radical improvement of vt ing and working
conditions on the lind.

Such stadies would provide a busis for realisne de
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sions of policy on how rapidly the goals could be
achieved, on the necessary insuirutional reforms 1
achieve them, and on the cheices berween these and
other developmental objectives.

Among the various sectors of socual development,
housing occupies a special casegory. ln the conven-
tional system of national accounts, housing & classified
as investment rather than consumption, although in fact
it is durable consumption rather than being productive
it the same sense 25 tnvestment in power, wxdustry, agTE-
culture, or education. Some economists have crivicized

Bogowd and the Charter of Punra del Este for
giving too much emphasis to housing, basing their Crick-
cism on the ground that capial is scarce and canmot be
afforded for this consumpnon-type purpase. Yet there
; ning and fully undersandable desire for the -
provement of housing condinions, wiich are not ordy
gencrally inadequare for 3 munimom of human comfort
and decency, bur which also lead o widespread social
discontent, especially in crowded ciry sha

Here T would sugpest thar the professional £Conomists
may again be mistaken, although for » lifferent reason.
Our systems of national sccounnng are deceprively sim-
ple. They assume thar otal nanonal ourput ar any gven
time is fixed, that {except for the use of wnemployed
resources) it can be increased oaly by further invest-
wenr, and that in the shorr run this fxed roral curpat
must be divided berween consumpnion on the one hand
and saving for investment on the other But lev us be
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wary of being fooled by our own magic. Let us always
remember rhat our models, useful as they are, are only
grossly oversimpliied representations of the real world.

In that real world, even apart from the unemployed
resources which are recognized in the conventional eco-
nomic analysis, experience demonstrates that, with the
right motivations, short-run output can be considerably
increased without additional investment. If instirutional
machinery can be established for aided self-help housing
projects, in which most of the laber contributed by
families which will own the bonses, and if institutions to
encourage small savings can be developed with home
ownership as their goal, there is ample experience to sug-
gest thar extra labor will be forthcoming and extra sav-
ings will be forthcoming, greatly reducing the burden
on other sectors of the economy. 1he Inrer-Amencan
Development Bank is working with housing spe clalists
from all of Larin America and from the Unired States,
i an effors to create precisely such mechanisras and m-
stirutions, which are sorely lacking in most of the
Henusphere,

You will note rhar the major emphasis on derailed see-
roral planning within the framework I have described
above is on public investmens in both the economic and
social fields, together with 2 bmited number of key areas
of privare invesoment where special torms of incentive
may be desirable. For the remainder of the pavate sector,
which in practice sccounts for the bulk of roral nvest-
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mer.t, a national plan would usually deal only in broad
magmitudes, designed to ensure that sufficient resources
of investment funds and of foreign exchange are available
for healthy growth.

But if capiral is scarce, it may be asked, is it not as un-
portant to avoid wastage of capital in the private sector
as in the public: Should not the whale economy be
planned in order to avoid such wastage? In my judgment,
the answer to this question is clearly “no,” for two
Teasons.

First, the planning organizations do not have, and
cannot obtain, either the necessary information or the
necessary wisdom to make correce judgments on the tens
or hundreds of thousands of decisions whichare involved.

Secondly, the dynamics of a market system, given 2
healthy eavironment for privae eoerprise and reason-
ably compennve condirions, will do this job infinitely
berrer than any ceneralized bureaucracy could pessibly
do ir. 1 have followed with great interest the path-
breaking conceprual developments in econormics of my
Harvard colleague, Wassily Leontief, in his system of
input-ontput analysis. These new intellecrual inventions
are of grear imporunce for sound economic planning.
Bur 1 have also noted the almost insuperable difficulnes
in estimating technical coefficients for a great variery of
products and especially in forecasung what these coefh~
cienrs will be 3 few years hence in a peried of rapid
rechnological change.

Marker demand is not a staric phenomenon, and the




4 - A NEW DEAL FOR LATIN AMERICA

means for meeting that demand are likewise not static.
In a healthy system of private enterprise, there will be
constant efforts to experiment with new areas of demand
and with new methods of sadsfying consumer needs, the
marker iself rewarding the efficient, squeezing out the
inefficient, and guiding the flow of capiral. In this proc-
ess, one singularly important element, which distingushes
the private from the public sectors, is what I have called
“the divine right to fail.”

For much of the economy, therefore, it would be 2
wasteful misallocadon of talent and resources to try to
establish a centralized mechanism, aided by bateeries of
electronic computers, trying to solve thousands of simul-
taneous equations with dubious coefficients being fed
into machines, in a stumbling effort to do through cen-
eralized decision-making what even an imperfect market
mechanism does far berrer through decentralized deci-
sions and widely dispersed ininanve motivated by the
search for profit.

There is another aspect of nadonal planning in the
Alliance for Progress which deserves special comment,
namely the relarionship berween plans and pracucal
operations. The files of government offices all over the
world are crammed with paper exercises in national eco-
nomic plenning which bear no relationship whatever to
acrual resules. Expericace in dozens of developing coun-
ries has demonstrared that isolated planning commis-
sions, whose work is not directly tied to national budgers,
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finance ministries, and the operating agencies which actu-
ally carry out public investments, are of little practical
value.

Moreover, general plans are of lictle use unless they
are built upon detailed sectoral plans, and above all on
genuine and realistc planning of indwvidual projects. It
is for this reason that the Charter of Punta del Este refers
to the need to justify specific development projects in
rerms of their relative costs and benefits. The engineering
has to be well done, and the engineers and applied econo-
mists should be working hand in hand. Indeed, where
trained manpower is scarce, more Tapid results will be
achieved by concentrating on effective project develop-
ment than by the elaborauing of ever more complex gen-
eral plans.

Responsible officials of the World Bank have re-
peatedly told me that, in their present stage of opera-
tions, the supply of funds for projects for basic CCONOMIC
infrastructure is less of a bottleneck than the avalabiliry
of competently prepared projects. This is not because
underdeveloped regions are lacking in needs for crans-
portation, power, and commuaications, bur because they
lack the engineering and economic skills to prepare proj-
ects with comperence.

Thus far 1 have discussed mainly the Larin Amencan
side of the Alliance for Progress—the concepts of devel-
opment programming, emphasis on the socual sectors, the
role of privare enterprise within the framework of 2
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development plan, and the relation berween general pro-
grams and operational projects. But the Alliance is, of
course, a cooperative effort, and the supply of outside
financial and technical resources in sufficient volume and
on suirable terms is a vital part of the whole.

The Charter of Punta det Este envisages 2 supply of
capital from all external sources during the ten-year
period of at least 20 billion dollars, much the larger
part in public funds. Public funds from the United
Seaces alone will account for well over one billion dollars
a year, the remainder being expected from internauonal
institudions, other friendly industrialized nations, and ex-
panded privare investment. The United Stares public
share will approximate what was devoted in 19481952
to the Marshall Tlan for European recovery, and the
roral from all sc rrees will be substantally larger than
the Marshall Plan.

What comes from ourside, however, IS meant 1o sup-
plement Latin Amencan efforzs and not to substirute for
them. The whole structure of the Alliance 18 based on
the principle of self-help complemented by ourside as-
gstance. VWhar is meant by “self-help”? In my view,
three rypes of action are worth noting, all of them essen-
gal o a successtul ourcome.

First, on exch individual project where outside re-
sources are supplied, it is impormnt that there be a sub-
ceantial contribution of domestic resources as well. With-
our such 2 contribution, the place of the project in the
[arin American national scale of priorities would be
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doubt, and it would be difficulr to look forward with
assurance to effective maintenance and operation in the
future. This type of self-help is essential 1o a true part-
nership.

Secondly, in many cases institutional improvements are
required to make a particular project or program ef-
fective. These may be administrative arrangements—for
example for the efficient operation of a water supply
system or to establish agricultural or housing coopera-
tives. Or they may involve new legislarion at the national
or loczl levels.

Thirdly, there are the broader reforms which provide
the framework for democratic progress. Secunng reason-
able monerary stbilization may be one of the most n-
portant of such reforms. Qur recognition that large-scale
inflation impedes balanced growth has led my govern-
ment 1o provide very substantial financial help for the
efforts of the Brazitian government ro contain and reduce
the rate of inflation. The reform of rax structures is
another major example. Provision of equinble land ten-
ure—necessary alike for long-run improvements in agui-
culrural productiviry and for social and polirical justice
—is stll another. Further examples could be cited, such
as the modernization of educauional structures and the
fostering of smoothly working capitl markess.

Ler me make clear, however, thar the Alliance m no
sense contemplates a trading of aid in rerurn for reforms.
Meaningful reforms in democratic nations can only come
from inside. They cannot be imposed or purchased from
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outside. The outside aid is conditioned on self-help only
in the sense that without self-help in all three senses |
have described, the basic purposes of the cooperative
effort would fail. Seli-help and outside support, there-
fore, must go hund in hand,

As compared with total economic acuvity in Lann
America, even the large sums of ourside assistance [ have
mentioned may seem small. They amount to something
like 4 or 5 percent of the gross national product of Latin
America as a whole. Let me remind you, however, that
in the case of European recovery as well, assistance un-
der the Marshall Plan in its first and biggest year like-
wise amounted to only § percent of gross European pro-
ducrion. The critical umpormnce of these ourside sums
arises from rwo fundamental economic poiats.

First, the ourtside resources all consurute addivons,
dircerly or indirecdy, to the domestic resources avail-
able for investment. In relagon te tora! investment funds,
the rano of ourside support 1§ nearer 20 or 15 percent
than 4 or § percent. Bevond this, since the first charges
on investment funds are the maintenance of the exstng
stock of capital and s expansion to keep up with popu-
lation growth (which in the Brazilin case may alone
require 10 percent of the gross natonal product), the
assistance from outside becomes a very large share indeed
of the viral increment of investment required to augment
production and incomes per Capita.

Secondly, the outside help rebeves the pressure on the
balance of payments, which is bound o be a senous
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limitation on growth in countries that are in a phase of
rapid development and industrialization. There is 2 wide-
spread view among Latin American econormists that the
terms of trade are constantly more unfavorable to coun-
tries whose exports are mainly in primary products. Tam
not satisfied that this view is adequately supported either
by historical evidence or by theorerical considerations.
Be thar as it may, the importance of stabilizing markets
for the major primary products is 2 recognized goal of
the Alliznce for Progress. In the especially important
case of coffee, the new World Coffee Agreement shows
real promise of success, despite the very great rechnical
and political dificulties.

Apart from the question of changes in the terms of
trade (and most arguments on this issue start by picking
an abnormal base vear for statistical comparisons), 2
developing naton n full course of modernizing its eco-
nomic strucrure must inevirably require large-scale im-
ports of capital goods for 2 period of at least some
decades. In the Brazilian case, this problem is aggravated
by deficiencies in domesac fuel and food resources.
There is good reason to hope thar both of these deficien-
cies can be grearly reduced during the coming decade.
For the present, however, ourside aid which combines the
supply of capital with the supply of foreign exchange 15
substantially more valuable than an equivalent volume of
additional domestic capiral formanon.

Apart from these quantitative points, foreign aid has
qualitative advantages because of the technology 1t brings
with it. I would emphasize, in this connection, not only
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methods of production and other scientific and engineer-
ing hiowledge, but equally importanty methods of organi-
zation and administration which are an essential part of
economic modernization.

The private-investment component of the outside sup-
porr under the Alliance for Progress has an especially
important role to fulfill in this respect. Its contributon
to the supply of capiral is itself substantial, but its con-
tribution 1o the modernization of methods of production,
distribution, and mdustnial and agnicultural mansgement
may in the long run prove even more valuable. Wherever
possible, T should like ro sce foreign private investment
take the form of joinr venrares with Latn Amencan
capital. This not only would reinforce the principle of
parmership already emphasized but would also assist in
the more rapid diffusion of modern techniques. In most
fields of agriculrure, mining, and manufactuning, no
other method for the rapid eransfer of such rechniq
remotely as effective as private internationz: mnvestment.

There has been considerable confusion abour the rela-
ton of private investment ro the balance of payments.
One type of calcularion commenly made scems to me
simply bad economics. This is to count as 2 gain to the
balance of payments the import of capital, and to count
as 2 loss the repavriaion of capital rogether with remiteed
profits. All of these items should pmpeﬁv be taken mro
account. Buot sight must not be lost of the very great
effect which the product of the investment may have on

the balance of g@}*mmtf; rhrough replacement of imports

or expansion of exports.
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In recent years, so long as foreign investors have been
equitably treated, most of them have not only shown no
disposidon to repatriate capital, but have continually
augmented capital through new investments and through
the reinvestment of a good share of their profits. As a
result, the net effects of foreign private nvestment have
been highly favorable to the balance of payments of de-
veloping countries. This is so much the case that some
commentators in the United Stares, concerned with our
own large balance-of-payments deficits in recent years,
have given serious artention to the idea of limiting mvest-
ment zbroad. Fortunately, responsible authonties are not
disposed to enterrain this idea, at least with respect to the
less developed regions of the world.

G ISDOS!

There should be no effort to hide the fact that the
goals of the Alliance for Progress pose 3 high challenge
for all of our governments and for responsible leaders
from all of our peoples. The Alliance rests on a cardinal
element of faith, the faith rhar personal dignity and po-
litical liberty are supreme values and that free peoples
can find ways of pressing forward with economic and
social progress through free instirunons. The haman and
material resources of Larin America, supplemented by
the outside assistance which is now being made available,
are fully capable of overcoming the rechnical obstacles
to progress, provided that politcal energies and leader-
ship are dedicated to that objecuve.
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DEVELOPMENT AND

DEMOCRATIC REVOLUTION

that free men w m&a&, tz:sm:zhw zﬁmuwh tha msSnrunon
of representanve democracy can best “satisfy man’
pirations, including those for work, ﬁi}ﬁ?ﬁﬁ and imi
health and schools”

The :e;&mmmf& of rwenty nations at Punta del
Este, making this sutement in their Declaration to the
Peoples of America, were not only restariag a funda-
menral value of Western civilization—chat the Seate is 1o
be the servant, and not the master of the people. They
were also asserang their confidence that free mstitutions
have the capacity to devise the mechanisms o combme
economic progress with social justice and to discharge
these rasks both effucently and responsibly.

This capaciry is not self-evident o all. T was asked in




DEVELOPMENT AND DEMOCRATIC REVOLUTION - 353

a press conference in Goidnia whether it was really
credible that such misery as exists in certain areas of
Brazilian life could be remedied through democranc
means. I replied that both history and logic demonstrate
that the answer is “yes.” Democratic means do indexd
have that capacity, and they are 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 2 high standard for leadership,
not only in the political sphere but in private business,
in trade unions, in agriculturai COOpEeranves, 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, impartialiry, and efficiency
rather than the favoritism and jobbery which still occupy
too large a part of the poliucal scene, and not only in
Larin America. In the private sector, it means acceptance
of social responsibility by business concerns in dealings
with 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-defearing effort
to equalize poverty. And it means responsible control of
political leadership by an electorate informed by a free
and honest press.

Not all of these hich standards wiil be achieved over~
night. I know of no democratic society where they have
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been fully achieved, although I would be happy to face
a fair comparison between demosracy and totalitarian
regimes in ail these respects.

Whatever its faults, democracy possesses two cardinal
vircues, which I dare say are the reasons that Winston
Churchill has described it as “the least bad form of gov-
ernment.” It does not permit the State to enslave the
people. And it ensures an effort o move constanty for-
ward from the status quo, always secking—even if never
entirely reaching—the ideals which Abraham Lincoln
had in mind in speaking of government “of the people,
by the people, for the people.”

1 was once asked—aot by an entirely friendly ques-
tioner—whether the underlying idea of the Alhance for
Progress was “to maintain the stazus guo of the democra-
cies in Ladn America.” The more | reflecr on this ques-
tion, the more peculiar it seems. True democracy néver
means mainrenance of the warus guo in Lavin Amenca,
in the Unired States, or amywhere else in the world. True
democracy cannot mean puintenance of the sratus guo,
since it makes political power responsive to the popular
desire for change. True democracy, in shom, is the re-
gime of continuous social revolution.

In many parts of the world, representative democsacy
has proved its efficiency as a means of social revolution.
I use the word revelurion to mean 3 process of strucroral
change in society—an alteration in the parrern of socwal
classes, in the social mebility of individusls and cheir

o
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children, in the educational structure, in methods of
?z"ﬁéﬁm@"} standards of living, and the distribution of
income, 2nd in atticudes toward relati onships among in-
dividuals, business and other private organizations, and
the State,

The fact that the demncranc revolution is generally
nonviclent does not make it any less revolutionary. Nor
is it an easy process. There are always vested interests
opposed to social change, and some of them can be
toughly resisant. Our own history contains 3 classs
axmgis of the fatlure of democratic processes o con-
wain the stresses generated by an historicatly inevitable
restructuring of our sociery and economy. As 3 resule, 2
long, t&im@v and costly civil war had to be foughe to
hold the nanon x@mﬁs&ﬁ” Bur it s also clear s:f?zaz the
noaviolent revelutions are noe nally maore durable than
the violent. A cenrury larer, the Ditterness of our cwil
war soll haunes our race relanions. The Braztian emanci-
pation from slavery came later but more peacefully, and
it has yielded resules in inrereacial harmony wiich are
the envy of the world and from which we in the Unmited
Srates can learn much.

If one survevs the modern hustory of Western Europe,
ONE SEES FEPresenisnye ziemwmm* wdaally rransform-
ing the whole characrer of the %mmm mtion from 3
society dominared by feudal hadowners imnto 3 modern
industriatized welfare seare which » now clearl

Vo }% and
for the people. And ong sees greater social change i the
last rweo W@r‘m@m af m’:s%:%smﬁ demnocracy i France
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than in the two generations of the famous violent French
Revoluton, with its afrermath of terror, reaction, and
restoration.

The {act is that representative democracy has, built
into ir, powerful pressures for social ch&z‘gg&, because
thase entrusted remporarily with the power “of govern-
ment are compelled to be responsive to persistent aspira-
dons of large and dissatisfied elements in the commumnity.
And the successive majer changes then come to be part
of the consensus accepted by the entire coms ranity. The
reforms involved in our own New Deal, for femmpie,
which were resisted with much bitterness a gmmiwn
ago, are now :%ffﬁ&?t%fd 1s common ground.

fn 21l this process of social and cconomic change, how-
ever, cortain basic moral and poliical values have been
hﬁié constant. | he mond w%mw ate those of Christan

civilization and respeer for the dig iry of the individual
Emmm being. The polimeal values are those of govern-
ment with the consenr of the governed. This does not
mean the mere appeanance of consent, manufacrured by
a4 stare mmﬁwi? of press and radio and by mob rallies
masquerading as sponzancous demonstranons of the peo-
?Im Ir means true consent, cxpressed through representa-
nve insticutions, inclading the secrer bailot, WI‘E%% cffective
frecdom of press, iﬁ@ﬁ‘fﬁi%, and polineal party organ-
zation.

No z%mﬁ%zzai person i the so-culted  “advanced
industrial nations” of Western Europe or North Amenca
regards the process of development and social change as

o
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complete. The essence of the democrauc revolution 1S
chat it is never finished. We in the United States recog-
nize the ceficiencies in the stll-existent stums of many of
our large cities, in our race relations, in the continuing
need to strengthen our educational structure, in the social
and economic effects of automation and other techno-
logical development, in the overproduction of certain
agriculrural products, and in many other fields. Bur we
remain confident that through democratic institutions
these and other social problems yer unidentified can be
analyzed and overcome.

If one cxamines objectvely the economic systems
which operate roday in North Amenca and Western
Europe, one sees a remarkable degree of similarity among
them and a remarkable degree of consensus within each
nation on their basic validity. Communist propaganda
eries to persuade us that these are all “capicakist systems,”
obeying the inexorable laws of decay of Aary’s historical
dererminism. If one uses the word “capitalism” simply to
mean an economic system in which agriculrural, indus-
rrial. commercial, and financial activines are carried on
mainly by privately owned companie: and private m-
dividuals. then these are indeed capiealist systemns. But
consider the framework in which privare enterprse
works in these countries,

Firse, the ownership of the cnterprises, insread of being
confined 1o a small moneved class, is becoming mereas-
ingly diffused in many hands. Among the owners e

Syt
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now found a large number of stockholders from the
middle and working classes, often including the em-
ployees of the companies themselves, and the large pen-
sion funds that have been built up by the trade umons.

Second, the task of management has become increas-
ingly separated from ownership and entrusted to a grow-
ing professionalized corps of trained administrators. This
“managerial revolution” has had an important effect on
the attirudes and policies of private companies.

Third, while in many industries techrological con-
siderations require large-scale units, monopolies are for-
bidden outside the public-service sector (where they are
regulated), and there i keen competition among the
various companies for shares of the market, for research
and development of new products, and for improved
methods of management to reduce Costs.

Fourth, wages and working conditions are determined,
not by the simple will of the employers, but through
collective bargaining with highly organized free trade
UAoTS.

Alongside the privately owned companies, the system
includes an important nerwork of cooperatives, especially
producers’ cooperatives in the agriculrural field and alse
many consumers’ cooperatives. In the agriculrural sector,
there are special governmental incenaves and aids to
production—somenmes perhaps too effective—bur all
supporting 2 system of farms owned by the farmers
themselves.

As to the role of government in economic life, there
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is 2 significant range of enterprises under direct govermn-
mental management. More importaat, there is a complex
framework of guidance, influence, and control which
greatly influences private business policies.

Government pelicy, MOIEOver, 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.
Bur business interests are by no means monolithic and
unired. Labor organizations have substantal political in-
fluence, also not always monolithic and united. Farm
organizations, professional groups of every variety, civil
servants, and even university professors and other intel-
lecruals all have a voice in the process of persuasion and
debate that ends with governmental policy determina-
rion. And national political leadership hasa major role in
shaping and guiding the entire process.

In short, these governmental systems of the industrial-
ized natons of the free world are pluralistic systems,
greatly affected by what my Harvard colleague and our
“\mbassador to India, Kenneth Galbraith, has called “the
concept of countervatling i}ewe-rf** In truth, ths eco~
nomic system can scarcely be called simple “capitalism”
i must ar least be called “‘neo-capitalism” or “democratic
capitalism” or “a democratic enterprise system’ of per-
haps simply 2 “mixed economy.”

* John Kenneth Galbraith, American Capitalism: The Concept of
Comnercaling Poswer (Boston: Hougbton Mifiia, 1932, revised edi-
tion, i9¥6).
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It is significant that in Western Europe, the demo-
cratic socialist parties have been moving away in recent
years from their sponsorship of the traditional socialist
principle of public ownership of the means of production
as an end in itself. They have learned that the mere
transfer of enterprises to governmental hands guarantees
neither efficient operation nor social justice. On the
contrary, it often carries with it inefficiency, jobbery,
and the political abuse of economic power. The Euro-
pean socialist parties have therefore come to favor other,
indirect means of fostering the interests of the working
classes they represent. They have found that a system of
dispersed control and initiative through private owner-
ship and economic management, coupled with indirect
governmental incentives and restraints, is 2 more produc-
tive form of economic organization which can be com-
pletely harmonized with the objectves of social 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 democranc mixed econ-
omies are much more “socialist” than the Communist
systems which have appropriated the term. In truch, the
Communist regimes have as lirtle right to call themselves
“socialist” as they have to apply the term “democranc”
to the completely toralitarian, one-party dictatorships of
the Eastern European satellite countries.

Ler us compare these democratic mixed economies
with the predictions of Marx and Lenin concerning what
they called the inevitable evolution of capitalism. I 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 workers could never
obtain more than minimum subsistence wages. What has
happened? A century later, the workers of these mixed-
economy countries are full participants in the fruits of
economic progress and are indeed the best customers of
the industries in which thev work. Social class disunc-
tons are tending to disappear endrely. If Marx's predic-
tions had been correct, it would hardly be the announced
goal of the Communist countries to “‘catch up” with the
living standards of these downtrodden and exploited
North American toiling masses with “nothing to lose but
their chains.” Speaking personally, I hope that they do
catch up—and not only with the living standards burt
also with the respect for divine law and human liberty
which are the more important superiorites of the West.
And they should, since Russia and Eastern Euvrope are
legitimate partners in the grear heritage of Western
civilizaton.

Second, Marx and Lenin foresaw a series of increas-
ingly severe business cycles and financial crises in the
capitalist world. The neo-capitalist world has now gone
thirty years without unmanageable financial disruptions,
and there is every reason to believe that \Western 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 resulung
from the subsistence wages of the proletariat under capi-
ralism, 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 later
ninereenth century, especially during the partition of
Africa, this predicton seemed to have some substance.
But how does it stand up today? With only a few rapidly
disappearing remnants of European imperialism, West-
ern Europe is enjoying a dramatic new surge of growth.
The most prosperous Western nations are those which
never had colonies or which lost them early, such as the
United States, Canada, Australia, Switzerland, Sweden,
and West Germany. And while Western Europe has
been freeing its colonies rapidly in these postwar years,
and abandoning its chauvinistic nationalism in favor of
regional integraton, the Communist system has been
conquering and holding new colonies through the use of
undisguised force.

Finally, the Marxist doctrine holds that “bourgeois
democracy’ is only a prater.:, and that governments are
simply committees of management on behalf of the capt-
ratist ruling classes. It is amusing to look at this doctrine
through the eyes, let us say, of a twenueth-century
Swede or Norwegian or Dane or Durchman. For anyone
with even a nodding acquaintance with American his-
tery, it is not precisely easy to think of Theodore
Roosevelt, or Woodrow Wilson, or Franklin Roosevelt
as “rools of Wall Streer.” Nor has President Kennedy
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appeared to be a dlavish instrument of the steel industry.

In short, the forces of representative democracy, 1m-
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 environments and which entered the indus-
crial 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.

Without 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 Department
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 growth process. They are: (1) the
rraditional societies, not unlike the old plantation agricul-
rural arrangements of colonial South America; (2) the
“preconditions for takeoff,” a transitonal process pro-
viding a foundation for the great agriculrural and indus-
trial revolutions; (3) the “vakeoff into sustained gmwth,”

s W. W. Rostow, The Stages of Economic Growth: A Non-
Comemunist Manifesto (London: Cambridge University Press, 1960).
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which Rostow calls the “great watershed in the life of
modern societies”; (4) the “drive to maturity,” 2 phase
normally extending some sixty years after the beginning
of the “takeoff”’; and (5) the “age of high mass consump-
tion,” 2 stage still limited to the industrialized countries
of North America, Western 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
ar least all of the four first stages simultaneously, de-
pending on the region which is being observed. The
State of Sdo Paulo, considered by icself, 15 clearly well ©n
the way from “takeoff” to maturity. Certain other re-
gions are not far behind. S3o Paulo sull has many prob-
lems, but if all Brazil were at the economic level already
reached by Sio Paulo, and developing with the speed
with which S3o Paulo contnues to develop, would there
be any doubr whatever as to Brazil's national capacity
to assure a bright economic and social furure?

This does not for a moment mean that Sio Paulo and
the other more advanced areas of Brazil do not sull re-
quire ourside capital. On the contrary, Rostow’s analysis
shows that the period berween “takeoff” and economic
maturity is precisely the phase in which nanons have the
grearest absorptive capacity for imported capital and can
make the most productive use of it. Foreign public and
private investment has entered the State of S3o Paulo on
a large scale in the years since the war. The economy has
benefited gready from it. I hope that this flow will
continue for many years to come, and that it will be
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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 s Southern
Italy, our own Tennessce 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 mmprove-
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—especiaﬂy in health, educational training,
and agricultural extension services—the provision of
roads, power, and water can not achieve their full po-
tential.

The second key is special incentives to attract private
investment, in order to get over the hump of initally
low returns which create a vicious circle of stagnation.
There are many types of such incentives. Tax conces-
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stons, market guarantees, government assistance in pro-
viding 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 n2-
tion. If the development of a depressed region were
rackled in isolation, this would add immeasurably to the
difficulties. Such 2 region must look to the wealthier
areas for markets for its own specialized products, for
supplies of capital goods and other goods which can be
made more cheaply in the advanced aress, and for the
furnishing of financial capital and technical assistance
which will be attracted by the special incenuves pre-
viously referred to. Southern Iraly is finding this to be
rue in its relations with Northern Inaly, and [raly as a
whole in its relations with the rest of the European Com-
mon Marker. A most hopeful sign in this connection is
that businessmen in $io Paulo are giving serious thoughe
to investment in Brazil’s Northeast. The economic prog-
ress of the Northeast will clearly benefit Sdo Paulo by
providing a major addition to rthe domesuc marker.

An agreement has been signed commitung the United
States to large-scale assistance to supplement the Bra ilian
government’s program for accelerated development in
the Northeast. The joint financing under this agreement
fits -vithin the framework of the three key lines of policy
1 have menrioned. The Brazilian Northeast s r.cognized
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by all concerned as one of the greatest challenges in
Latin America to the declarations of policy set forth
the Charter of Punta del Este.

On the national as well as the regional level, the All-
ance for Progress requires for its success an effectuve
process of over-all programming for economic and so-
cial development; the selection of priorities; the prepara-
tion of sound specific investment projects; the promotion
of basic reforms in taxation, in education, in the agrarun
structure, and in other institutions required to assure 3
wide distribution of the benefits of development; and
the principle of natonal self-help supplemented by
prompt and effective exrernal financial and technical
assistance.

As I hope | have made clear by now, my fah that
democratic institutions are fully capable of making good
the intentions stated at Punia del Este does not mean at
all thar I suppose this success will be auromanc or casy.
We all know that democracy has its weaknesses as well
as irs strengehs. We know the ease with which persuasion
can degenerate into demagogy and policy can degenerate
into polidcking. We know the rempragions o jebbery
and corruption—although democracy has nio menopoly
on those evils. We know the cxample of the legislaror
(in 2 country that had beter be nameless; who
that he had mever voted agminst an expenditure, and
never vored in favor of a tax measure, and had always
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been wueimed We know that admunis
a very high priority along with reforms in education,
taxation, and land renure.
Protection against these weaknesses is 2 task for en-
lightened political leadership and for enlightened public
opinion. A free democracy does have the resources o
assure that such abuses will not remain hidden and has
the means o correct them if the will exases.

erative reform has
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the nineteenth century, converting itself in a few decadses
from 2 tradition-bound feudal society inta 3 modern in-
dustrial nation, it is clear that the introduction of uni-

versal education played a critical parr. In the United
States, recent evidence suggests that perhaps one half of
the fourfold increase in our per capita incomes during
the last seventy-five years is due to the improvement in
homan mpzmi s:hrzmgét education and training, the other
half coming from science and rechnology and from in-
vestment in physical capital.

In Latin America, of all the underlying conditions
which keep living srandards today so far below the levels
thae the human and xmmmi resources of the Hermisphere
make possible, none is more imporrans than the deficien-
cies in educational seructure. Those deficiencies are
universally recognized. They are both quantitative and
quabiranve. Mo basic reform could do more to accelerate
the much-desired processes of economic and secnl prog-
ress than the broadening and modernization of this edu-
cational strucrure.

From the human and social viewpoine, this reform is
essential 1o realize the human gmmmk which are often
ﬂmgziv lost through the absence of any available school-
ing or through the gross deficiency 1 a&nm&mﬁ Op-
porrunities beyond The rudiments of DrUTArY school.
Frﬁm the economic standpomt, 3 modern m‘&m} needs
specialized skills ar all levels, from %u:,m} reamned uni-

ﬁmw ﬁﬁ&’mﬁﬁﬁ, 3GTONOMISTS, physiclans, scienusts, ad~
ministrazons, accoantans, and econoeusts, down through
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the inrermediate ranks of agriculrural and mechanical
technicians, and skilled office workers.

Developing countries, in their struggle to close the gap
with more highly industrialized communities, have many
disadvantages and obstacles to overcome, but they also
have one great advantage. This is the opportunity 10
learn from the experience of others, to borrow and adapt
the methods of production, distribution, and organization
chat others have found through decades of slow experi-
mentation and development. 1 emphasize adaptation
rather than copying. since the methods must be adjusted
to the special conditions and desires of each developing
country. In an age of increasing technological complex-
ity, this process of adaptation simply cannot be accom-
plished without 2 modern educarional system.

T was for these reasons thar the Charter of Punta del
Este included as one of its explicit goals for the coming
decade the following: “To eliminate adulr dliteracy and
by 1970 to assure, a5 2 MINIMuUM, 2CCESS ©0 six years of
primary education for each school-age child in Laun
America; to modernize and expand vocanional, rechmeal,
secondary and higher educarional and rraining facilites,
to strengthen the capacity for basic and applied research;
and to provide the competent personnel required m
rapidly-growing socienies.”

in March 1962 there took place in Santiago de Chile a
major international conference on education and its rela-
ion to economic and social developmenr in Lauin Amer-
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ica. There the goals of Punta del Este wers further
reviewed against the background of such systematic in-
formation as could be gathered with the help of nauonal
ministries of education and all the internadonal agencies
concerned. The backeround papers for this conference
make it clear that there exists 2 woeful deficiency in the
basic information required for effective educational plan-
ning; but the tentative data available show that Laun
American countries as 2 whole devote only 2 percent of
their gross national product to educaton. To reach the
minimum goals, even afrec allowing for improvements
in the efficiency of educational methods, this proporton
should be doubled to 4 percent by 1970, and should be
supplemented by substantial external resources, which
the Santiago meeting esdmated at some 150 million dol-
lars a vear. The representative of the United Stares made
clear our readiness to cooperate with effecave Laun
American programs for educational expansion and mod-
ernizagon.

Looking at some of the information developed for
that conference concerning Brazil, in relaon 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 Northeast, and in raral areas of the
country generally. (Parenthetically I might note that
the legal standard in most of Latin Amenica refers to a
minirum of six years rather than four, but these higher
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targers are not necessarily matched by higher perform-
ance.) There is the sudden and sharp shrinkage of the
educational stream between the primary and the second-
ary levels, much more severe in the case of Brazil than
in the other large Latin American countries. Within the
secondary school system, there is an acute shortage of
technical and vocational training, both rural and urban.
So it is clear that if the needs of a rapidly developing
economy are to be met, there is not only a very large
task zhead in the comoletion of the primary school sys-
tem, but reladvely an even greater need for expansion
and modernization of intermediare and secondary educa-
tional training. Finally, at the higher level, there are

problems not only of numbers but even more of remedy-
ing qualitative weaknesses, especially in such fields as
engineering, agriculture, and administration.

Tt is sometimes asked whether Larin America can af-
ford universal education. I would point to two persuasive
reasons for believing that it can. When my own state of
Massachusetts introduced the first system of free, com-
pulsory, universal education in the world, at the very
beginning of the nineteenth century, our then stage of
economic development was far behind whar exists today
in Brazil and in several other Latin American nations.
If experience elsewhere is canvassed, it will be found
that certain nations in Asia and Africa, also substantially
poorer than Latin America, are now beginning to pro-
vide primary education for all of their children.

To serve its purposes, however, the educanonal sys-
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rem must be designed to meet the needs of the develop-
ing society. Two centuries ago, one of our early
educationa!l philosophers made a somewhat oversimple
distinction between “useful” and “ornamental” educa-
ton. Primary education is clearly a foundation for both.
At the secondary and higher levels, however, the dis-
anction takes on more mhdxty I have a clear impression
that the broad design of Latin American educational
systems, modeled Iargely on the late mineteenth-century
experience of continental Europe, does not adequately
serve the “useful” side of present-day needs. In societies
seeking rapid industrializaton and higher agnculrural
productvity and modernizatdon of their suuctures of
production and distribution, there is a vast requirement
for technical and vocational educadon at the secondary
level, and for engineering, medicine, economics, and ad-
ministration at the higher level.

I do nor argue that Ladn American education should
be a carbon copy of our own system, although I firmly
believe that our experience, for example, with agrical-
tural colleges, and with university training in engmeering
and administration, contains many Iessans of value for
the other American republics. I would also point out that
the European educational strucrures are themselves being
modernized in the directions I have just suggested.

But it is clear that the best kind of “useful” education
also carries with it a large component of the “orna-
mental,” since leadership in the professions and in all
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sectors of organized private and public life calls for
minds that are not only disciplined but also cultvared
and reflective. The conference at Santiago de Chile,
like all conferences on education, did not fail to pay s
respects to the classic queston of humanistic versus
materialistic education. Having myself 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 vocatonal and professional training to
be narrowly materialistic, the best forms of such train-
ing are aimed ar making not only good specialists, but
good citizens and truly culrured human beings.

The qualities of mind thar are called for certainly
include the basic disciplines of language and number,
the rigorous logic of mathematics and the physical sci-
ences, the respect for hard fact and for objectve evaloa-
tion of events. But they also include an understanding
of the varieties of human experience and the complexinies
of the human spirir; its emotions and passions as well as
its capacity to reason; and the creauvity which distn-
guishes men from beasts. History, philosophy, hterarure,
poetry, music, and the other arts all have some part I
such an educadon. It is clear, 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 1n the course of his adult
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life. Training in the capacity for further 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 exclusively for train-
ing in the agricultural and mechanic arts, and our own
great technological institutes, such as the Massachusetts
and California Insurutes of Technology, have now
evolved into fully rounded universities in the broadest
meaning of that term. The myth thar the American
educadonal system is devoid of humanistc elements 1s
largely a product of Western European writers whose
only acquaintance with the United States comes from
motion picrures. This myth is happily being dispelled by
the grearer volume of first-hand contacts.

I would not expect educadonal reform at the higher
level in Latn America to follow slavishly any single pat-
tern elsewhere in the world. Laon America has a2 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 between edu-
cation and economic development, however, I would
point out that our own system of land grant universites,
one hundred years old in 1962, is the foundation for the
most highly productive system of agriculture in the
world. There are now sa;:&:w-ewht sach gniversities, ac-
counting for about one fth of the total higher education
in the United States. They include research centers of
the highest quality. Their work is directly linked to the
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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 all dynamic organiza-
tions they have long recognized the need for self-criti-
cism. But they certainly have a greatr deal of value to
offer to a continent with a crying need for higher agn-
cultural output and for improved living conditions on
the land.

This immense challenge of rebuilding the educational
foundations of Ladn America is directdy related to two
other rypes of institutional change: rax reform and ad-
ministrative reform.

To double the proportion of total national income
devoted to education obviously requires drawing on new
sources of tax revenue and distributing the resuiting 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 inflacionary pressures, the need
for tax reform is all the greater.

Bur it is equally clear that the educational effort can
succeed only with a substantial improvement of the
administrative structure. It requires systemanc planning,
the proper relating of teacher training to school construe-
tion, and the use of educational methods that will give
the greatest results per unit of expendirare. This in turn
requires a2 body of properly paid, properly rrained, and
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genuinely professional civil servants for educadonal ad-
ministration. And trained administrators are 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
world—has been the development of professional man-
agement. It is trained not only in the applied sciences of
enginesring and production and the applied eConoImICs
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 con-
sent and active participation of their component mem-
bers. 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
nadonal and world communities whose well-being s
essendial to the health of the enterprise irself.

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 educanional strucrure.

In the field of education, then, we sec exemplified all
of the basic principles of the Alliance for Progress—the
principles of systematic planning, self-help and instioa-
tional reform, and timely and effective ourside rechnical
and financial help. Clearly the educarion secror cannot
be developed in isolation from the rest of the national
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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
devored to education must be properly weighed agunst
the needs for transportation and power, agriculture and
industry, hocsing and oublic health.

The building of a structure of modern education may
not appear as dramatc as other types of basic reform
which have been so widely discussed in connection with
Latin American economic and social progress. But ex-
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
building of institutions with people and training and
organization.

Nor should the speed with which educational reform
produces measurable results in economic and social terms
be underestimared. Educational reform was 2 key to the
astounding transformation of japanese society. In the
last fifreen years, it has been 2 key ro the remarkable
contrast between the living standards of Israel and those
of her neighboring Arab countrics in the Middle East.
It has been a key in the development of modern industry
and technology in the Soviet Union. In a young country
like Brazil, with almost half the population below the age
of ffteen. education can produce major results with
extraordinary rapidity.

Broadening the educational base is also vital to the
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democratizing of the social structure. True democracy
not only means political rights for all; 1t also means
genuine equality of opportunity with an open road for
people of talent however humble their social origins. If
half the children of school age fail to have schooling,
what an appalling waste of potential human resources
for a naton' Educational opportunity is the key t
mobility of social classes and therefore to lasting and
constructive social change.
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FREE INITIATIVE AND
THE ALLIANCE FOR PROGRESS

Despite all the well-known problems of inflation, of
regional and sectoral imbalances, of ligs m educanion
and agriculrure and housing, and of administrative de-
ficiencies, the ¥

o

ilian economy has continued o grow
rapidly. This foundaton of things already accornplished
inspires confidence thar further and betrer-balanced de-
velopment can go forward, and thar the problems and
defic:-neies, if courageously and realistically faced, can
be . -rcome. Bur obviously Brazil needs rapid further
economic and social development. It is 2 country of very
rich potential, but with living standards for most of the
nopulation far below the levels which could be achieved.
Jf course people are nor sarisfied with ther presens
living standards and want berter ones for themselves and

Furthermore, with the populagion increasing at the
rate of rwo and one quarrer mithon per year, new jobs
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must be found at the rate of one million 2 year. And 1
mean genuinely productive jobs, not fictitious “make
work.” The investment and cconomic expansion re-
quired simply to provide these jobs, in additon to rais-
ing average living standards, is subsrandal. Tt is 2 seriking
fact that, although the population of the United States
is rwo and one half tmes that of Brazil today, the popu-
lation i§ increasing so much more tapidly in Brazd that
the annual task of addinonal job creation is almost the
same size in the rwo couneries. But with total production
in Brazil today only one twenteth thar of the United
States, it can readily be scen how formidable a task Brazil
faces in achieving the necessary pace of cconomic ex-

w

azilian husinessmen well know, economic devel-
opment is not achieved by waving some magic wand.
To establish or expand an individual business requires
hard effort to plan the enrerprise, to mobilize resources
for investment, to organize and train the work force, to
assemble the machinery and equipment, to develop the
supplies of water and power and raw materials, d
works of distribunion and markering, and the hnancy
and accounting controls to ensure thar the business s
being run ar 3 profit. Nadanal development & the sum
of many thousands of such individual developments
It is the purpose of the Allisnce for Progress, as it was
of the original Brazilian proposal for QOperation Pan
America, 1o speed up nanonal development chrough
combined process of effcctive national plinniag, insttu-
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sional reforms, and complementary large-scale assistance
from other friendly nations, all within a framework of
free institutions and democraric Liberties.

Some commentators have apparently been led to sup-
pose that, because of the emphasis of the Act of Bogoti
2nd the Charter of Punta del Este on social progress, the
Alliance for Progress is merely & program of social wel-
fare. This is not the case. It is rrue thae the Alliance em-
phasizes social progress slong with economic develop-
mene, and that it expecs natonal development plans to
include provision for educanion, health, wnproved roral
living conditions, and low-cost housing. It also stresses
the special problems of backward regions such as the
Brazilian Northess, which have not shared sufficientdy
in the progress of recent decades. But the basic philoso-

wan

phy is to promete rapid ctonomic devclopment in arder

o increase rotal producten—-the @ alabidiry of
goods and services—simulancously sroviding for their
more equitsble distribution 2ad for full parsicipanion i
progress by all segments of the populagon. Wichour
much greater rotal ourpur, mere redistribunion of meomes
would simply mean disenburing poverty.

Ar the same risee, the Alliznce recognizes thar certan
forms of so-called social invesnneny, nowbly 1o public
health and education, are importans aog valy for ther
immediate coseribugion 1o soctal welfare, bur slso because
rhey are indispensable clements i ccononus develop-
enene. They are indeed arwng the most producnve forms
of investment which » sociery can make
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Where docs private enterprise fit into the philosophy
of the Alliance for Progress* A careful reading of the
Charzer of Punta del Este shows that private entecprise
has a2 role of primary importance. It 15 the mam source
of inttiative and of action in the development of industry,
agriculture, finance, commeree, and disertbunon, A ma-
jor purpose of the over-all developmental planming so
strongly emphasized by the Charter is to provide a frame-
work of instirutions and incentives to encourage the
most rapid possible expansion of constructive private
enterprise and to ensure that an adequate share of the
toral resources for investment will be available for use
by the private seeror.

=

This form of planning for development does not mean

g

cencratized conrrol of the whols etononue structure o0
reralizarian lines. It means planning thar is concentrated
on two esential elemenes: (1) an inregrared program of
public investment in economic and social infrastrucrure
for which government has direct responsibility, with
sssured financing on a non-inflationary busws, and (2)
provision of 2 framework of msorunons and ncentves
within which private enterprise can funetion cficiently.
The government development plans, in 2 sense, may be
likened to the arteries of 2 healthy human being, with
privare emrerprise providing the blood cells which flow
through those arenes.

Obviously each manon must make s own decoions
as o the range of cconomic opersuons it wishes w be
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managed directly by the government. It should be noted,
howev er, that it is not easy to organize efficient public
administration cven for the minimum functions which
any modern government uaderrakes. On the social side,
there is the huge wask of modernming the educational
system, me‘:&ﬁé:ﬁﬁ' the provision of universal prHmary
education, t=chaical and vocational secondary education,

and ﬁigw: r educanon redesigned to meet the necds for

| ized manpoves for mpxﬁ progress, Systems of pub-

lic %‘sm}rm social security, and w«wmimm exrension
services are addivonl cuator governmental wasks whose
successiul orgamization s esseneial fo cantd moderniza-
rion. Or the ceonomic side, there are the bawc DeTW orks
of tr aﬁﬁp@mz:%am {:ﬁ?mamémmms;, and supniv of power
and w.arer, v all of which = mwms <a;:.\,:*:» tean and
TOVETLITICRT ANInCing NeCessd .”; v play 2 brge part

How far 3 nadon wishes 1o go %ws afz.;i Vis in opeianing
ceriain basic wwm&s &apmm parthy on the availzbility
of private sesources for these gmm@s% and pargy on
polimeal considerarons which weh community Mmoot
evaluare for isclf.

From the ?mm of view of ¢ Toient develepmen:, the
imporeant fc@%ummam is that sm%“ vrablic enterprises be
well operated-—technivaily, administratively, sna eco-

nomiczily. And it would be :»zmgh blindress ase <o
recognize thar there are cereain buile-in obstacles, wiuch
ATE NOT CISY 10 OVEICome. There is the problen of avetd-
ing ?uirmﬁ crireris in the selectdon of personnel These
is the problem of avoiding excessive ceneralizaton of




86 - A NEW DEAL FOR LATIN AMERICA

what are essentially business-type decisions. And there
is the problem of applying objective accounting stand-
ards to costs and expenditures 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 experiences generally have been less successful. It 1s
significant that Socialist political parties in the free coun-
tries of Western Europe have in recent years tended to
abandon state operation of industry as a political goal,
finding that privare operations within a framework of
governmental regulation which encourages comperition
and ensures fair treamment of labor and consumers are
berrer guarantors of high productvity and of social
justice than are the outmoded theories of state socializa-
ton. And as to agriculrure, surely even the more doc-
trinaire Communists must be harboring doubts about
collective and communal farms which provide neither
adequare production nor even political satisfaction for

the peasants.

In seeking to speed up development, 2 modem govern-
ment must undertake, along with a well-conceived pro-
gram of public investment, the cven harder sk of
providing a healthy economic framework. First and
forcmost 15 the need for a system of money and credsc
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ro meet the needs of a modernizing economy without
substantial monetary infladon. In the highly industrial-
ized countries, there is much discussion as to whether
monetary policies should aim for complete stability or
should welcome a gentle 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
1959 in Brazil. Such inflation reduces the total volume
of savings required for development and distorts the
patterns of investment, pushing much of it nto non-
productive channels. It is a source of continuing social
and political unrest arising from the struggle of every
segment of the sociery to protect its relanve position as
the money contnually depreciates. In pardcular, it
weakens the middle class whose growth is indispensable
to real economic and social progress.

Nor is there any secrer abour the sources of such
inflation. Tt results from large governmental dehcus
financed by the printing press and from an unbridled
expansion of credit without regard to genuine economIc
expansion in real terms.

Severe inflation undermines the whole system of finan-
cial instirutions, inevitably leading to enormous interest
rates to compensate for monetary depreciation, and to
Al sorts of devices for evading the legal cetling on mneer-
est charges. In order to put some real content back inte
the financial world, it even leads to 2 curious new mone-
wary unit, “multiples of the minimum wage,” already
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adopted for certain criminal penalties. And it always
contains the danger of gerting completely out of hand,
degenerating into a spiral of galloping inflation and per-
haps even to a totally worthless currency, as occurred
in Germany in 1923,

Apart from money and credit, 2 sound governmental
framework for promoting development would 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 alsoa need
for modernization within the private sector irself. This
is the special responsibility of the business leader.

If one surveys the evolution of business in North
America and Western Europe over the last fifty years,
one sees 2 complete rransformation in awtirudes, organiza-
tion, and methods of operanon.

The old view was that a business existed solely in the
inrerests of its owners, and that they couald best pursue
thar interest by squeezing the most out of their con-
sumers through a monopolistic policy of low output
and high prices, and by squeezing out their compentors
through every device of jungle warfare, legal or illegal.

The modern view asserts thar business is an organiza-
tion for a social purpose, whese markers depend on ever-

-

increasing real wages for the lower and middle classes
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of the nation; that the businessman is a professional man-
ager with 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 results—even from the nar-
rowest viewpoint of profit and loss statements—than
restrictive monopolies. This modern view places 2a
high priority on ever-increasing productvity, achieved
through better organization and administration, techni-
cal modernization, and labor relatons which secure the
willing cooperation of the work force in reducing costs
and expanding output.

In nations like France and Iraly, this sea change n
business attitudes has largely taken place during the last
fifteen years, in the course of postwar recovery with the
help of the Marshall Plan and in the subsequent develop-
ment of the European Common Marker. Organized
productivity 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 compedtors, charging consumers
high prices for small volume, and batding its own em-
ployees as if they were enemy No. 1, has given way to
open competition for shares of a constantly growing
market, cooperation with labor in improving producuv-
ity, and concentration on scientific and technical advance
t0 meet NEW CONSUMEr Wants.

And whar is the result® In place of economies that
have been stagnating for decades, there is one of the
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highest rates of economic growth to be found anywhere
in the world. The larger national output is being more
widely and justly distributed to the benefit of all con-
cerned.

I see no reason whatever why similar methods and
similar attitudes should not bring even more fruitful
results in Latin America, where the opportunities for
expansion and development are so much greater than in
the densely populated old continent.

In this connection, I am repeatedly surprised by a
widespread arttude to be found in Latin 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 thar there are certain
types of purely speculative profit, or monopoely profit,
which deserve this criticism. But in a healthy and com-
petitive economic system, profits are 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 sign of real service ro the economy, which
should be a source of pride and not of shame. The
businessman whe should be ashamed is the one who
makes losses, since he is either nor meenng consumer
wants or does not do as efficient 2 jeb as his compeutor.

If the criticism is direcred against monopolistic profits,
the target should be not the profits but the monopolies.
In thar field, the experience of the more industrialized
free countries shows workable approaches to an effective
antimonopoly or anttrust policy which can ensure
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healthy competition without going to the extremes of
cutthroat competition. This is = nother important institu-
tional improvement for modernizing societies bent on
constructive development.

What 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 Mem de Sa. That report makes clear the contribu-~
tion of foreign private investment not only to the rotal
capital supply in Brazil over the last fifteen years, but
Als to the modernization of Brazilian industry through
the introduction of new techniques and more producuve
methods of organization and management. It also stresses
the grear contribution made by foreign investors to the
creation of jobs, the expansion of the national product,
and the availability of tax revenues at all levels of govern-
ment.

In this connection, the Amencan Chamber of Com-
merce in Sio Paulo recendy assembled data on twenty-
four large North American industrial investors in Brazil,
which include the following striking figures for the year
1961. At the end of that year they were giving employ-
ment to over 61,000 persons, pracucally 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 tax payments to national, state, and
local governments amounted to 20.5 billien cruzeiros.
This seems to me to show a verv large contribution to
the growth and welfare of the Brazilian cconomy.

In December 1961, I visited the automobile show in
Sio Paulo, and more recently the heavy industry show
there. No one can see such displays of industnalizanon
in Brazil without being enormously impressed. I am told
that some representatives of the Soviet exposition also
visited the heavy industry show, and remarked at the
end that they would now have o revise their ideas about
the state of Brazil's economic development. I am not
surprised. I imagine that they had heard so much from
their agents and friends about Brazil's need for economic
emancipation that they supposed thar Brazilian industry
was still in the middle ages.

In this connection, perhaps [ should also report the
observations of some Brazilians who visited the Soviet
exposition in Rio. They said that, excepr for the exhibit
on ourer space, the quality of the merchandise there
made it clear thar Mr. Khrushchev should establish 2
new economic marget for the Soviet Union: “Catch up
with Brazil!” |

Now most of the individual companies represented
in the expositions in SZo Paulo are owned enarely or
in large part by Brazilian shareholders. Yet almost all of
them had benefited from technical and managenal de-
velopments pionecred in the United States, Germany,
France, Japar, or other free industrialized nagons. And
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it was through the channel of direct investment by
foreign enterprises, often working in partmership with
Brazilians, that these great advances were made in Brazil-
ian development.

When remarks are made abour foreign investment
“sacking” the Brazilian economy, one cannot help ob-
serving that it is the State of S3o Paulo which has shown
the greatest surge forward in recent years, the greatest
improvements in real wages, tax revenues, and general
economic growth, 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 ro be that foreign investment not only
should nort be repulsed, but should be eagerly sought.

I have sometimes heard it said thar Latn Amenican
competitors of foreign firms are concerned that the large
resources of the foreign parent companies for research
and development place compering Latin American busi-
ness at an inevirable disadvantage. It is evident that re-
sources are available in the United Stares and in Europe
and Japan for rescarch and development on a scale very
much larger than Brazil or any other Lann American
country can hope to undertake for many years to come.
But is the answer to this problem to exclude the foreign
developments in science and technology? 1 should have
thought precisely the reverse. One of the grear advan-
rages of the developing countries is their ablity to bor-
row from and use the techniques ploncered by others
at great expense. This is, indeed, onc of the reasons for
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expecting much more rapid development in Latin Amer-
ica in the twentieth century than took place in the nine-
teenth century elsewhere. It is the most promising way
of closing the gap between Latin American and North
American living standards. To shut our the advanced
technology, i 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 time that some voices in
Larin America are heard denouncing foreign investment,
the already far more advanced Western European coun-
tries are vigorously compering to attract foreign invest-
ment from one another and from the United States and
Japan. They offer special inducements and incentives and
undertake a concerted program of information and pab-
hicity on the advanrages of investing in their countries.

This rype of policy does nor result from any special
fondness for, or influence by, Morth American business.
It results, rather, from a clear recognition of the true
national self-interest of the Western European countries,
It is the economic counrerpart of thar enlightened con-
temporary polincal wisdom of Western Europe which
has rurned its back on the demagogic nadonalism which
placed the peoples of Iraly and Germany under the heels
of Fascist tyrants and which twice in this cenwry
brought Western civilizadon to the verge of rowal de-
struction. That new policy looks ta the interdependence
of freely cooperating free nztions as the wuc wave of
the furure.
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Speaking on July 4, 1962, the 186th anniversary of
our national mdependence, President Kennedy declared
that the United States will be ready for a decliration of
interdependence with this rapidly uniting Europe—a
mumaﬂy beneficial partnership which, in his words,

“would serve as a nucleus for the eventual union of all
free men—those who are now free and those who vow
someday to be free.” He made it clear that under modern
world conditions we in the United Stares can no longer,
acting on our own, attain our basic goals of peace, free-
dom, prosperity, and social justice. Bur if we act in
voluntary parmership with other free nations, there is
every reason to hope that these goals can be secured,
not only for us bur for all.

Why should Latin America not be the third founda-
tion stone in this great internarional enterprise for peace,
freedom, prosperity, and social justice® It will be said
thar economic and social conditions do not yer make this
possible. Very well, then. This obstacle can 'be overcome
in 2 decade of intensive development through the Alli-
ance for Progress, so that the whole of this New Weorld
can play its full part in making a berter world for man-
kind at large.
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PRODUCTIVE TENSIONS
IN THE DEVELOPMENT
OF THE WESTERN HEMISPHERE

I feel 3 cermain uneasiness sbour anv mphicanions that
we should be secking the sbolinton of ull rensions, The
opposite of teasion is r“f 2xarton. Suppose that there were
a “Conference on Relaxation in the Development of the
Western Hemusphere,” Whar 2 hersid thoughe! The
face 15, of course, thar tensions can be ﬂ%“}{‘ﬁéﬁf’ CONSTIUCTIVE
or destrucave. Psychologises rell us rhar ol Bfe 1 a0
abternanon berween rension and relyanon. War involves
disagreeable renmons. Love involves righly agreeable
rensions. And work Lavelves secessary tensions, ?f@?@ﬁw
sor Albers O Hirsehomar, it hus classic book on rhe
strategy of ccononue dev wﬁyzfzwﬂ:,* 15 shown how

uabalineed economic develo SPITEEE, WREH MRy cCoao-

* Albere O Howhearn, Toe fé’*rx exy of Ecenerric Bevcleprmen:
iMew Haven: Yale Umivesaey Pross, 1998,
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musts constder purely wasteful and which certainly does
create wnsions, can be a most powarful spur to growth,
orovided that the leading sectors are of the nge which
dx:a@! Eia%g the others more rapidly rhan they would
meve in the course of mrmafwm@mi vegenave, relaxed
development.

I suppose, therelfore, that ouc sk & not o look for
ways to avoid or climinate rensions in the development
of the Western Hemi usphere, bur rather to stm *?.sz»., the
productive rensions and to dissipate the obstructive. And
my proseat purpose is o offer some thoughts on both
g:sma_,a%vg and frustran-yg tensions makin ag A resity
of the promise of the Alliance for ?mgt@sa and the
Charor of Punta ded Esee.

fr v well o remund curselves thar the Charrer of Punna
del 3‘%"* stz agreesd upon n ,,"mgum 1901, starss ar e ourser
of Tule L v is the purpose of the Alliance for Progress
o endist the full energies of the peoples and goveraments
of the Amencan zmu%yim moa grer zzmp@mzﬁw effore
w accelerare the economue and sowal development of the
parnoipatng countnes of Laon Amenca, so that they
may achieve moximam levels of well-bang, with equal
appormannes for all, in Jemoerane socwenss adapred o
ﬁmg own needs and desizes.”” The Charrer then specifies
goals of economuc and socw! progress and ways and
means for achieving those goals. These molade rutional
programs of coordinared public nvestment and stimu-
lared private myvestuent, speciil attention oY ol prog-
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ress, insututional reforms and improvements, action to
mprwa Lam American z:mdmw conditions, and s
temanc support through external zechnical and hmm&
amismnm, in the last paragraph of the Declaration to the
Peoples of America, which was adopted simultaneously
with the Charrter, there is reference o a new era for the
inter-American  community, supplementing its institu-
nonal, segal, culrural, and social accomplishments “with
immediare and concrete actions to secure a bewer life,
under freedom and democracy, for the preseat aad fu-
ture generations.”

How does all this look a vear later? Candor compels
us to recognize thar it s a very mixed picoure. On the
technical side of developing programs and projects, a
good deal has becn done. The Inmer-American Bank has
plaved an mdispensable pare in speeding up this proe-
ess. Some Laun American governmenrs have greatly
strengthened their sdnunistrative machinery for program-
making and selecnon of prionities. On the side of the
United Srates government much headway he ade

s been my
in building 1 new organization and in gradually con-
vernng the working merhods of brreaucracy ro the new
spirit called for by the Ailiance for Progress. The lists of
specific insnruconal reforms and improvements in Laan
America make an ﬁﬁ;}fﬁﬁswf showing.

Yet it is clear that the “full energies of the peoples
and governments’ have nor yer been eniisted in this
effort. There 15 nor yer a sease of a grear cocperative
cfforr as the iighest prionity of the inter-Amenican com-
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munity, securing the devoted efforts of the most wlented
leaders in public and private life throughout the Hemi-
sphere. Democratic instrutions remain under very great
pressure, and m some cases they are once again tem-
poranily in eclipse, although net irrecoverably.

Why these shortcomings? Ir would rake a detailed
country-by-country analysis to explain and account for
all of them. In Brazil, polirical life has obviously been
overshadowed by the crisis following the resignation of
President Quadros scon afrer the Charter of Punta del
Este was adopred. In my opinion, however, the basic
shorrcoming has been squarely identified by Roberto
Campos, the Brazilian Ambassador to the United States,
when he speaks of the need for 2 poiitical mystque.

Unless the pursuit of economic and social progress, in
the terms of the Charter of Punra del Este, becomes a
major part of the national political life of each partcipat-
ing country, and unless the great majority of people and
organized groups and leaders of influence feel themselves
mwvolved and committed to these goals, the Alliance for
Progress will notr succeed regardless of the technical
soundness of individual projects and ch anounts of
foreign financial support made availabie ro Latin Amer-
ica. The Alliance then will become simply another Amer-
ican aid program, no doubt larger and berrer than irs
predecessors, but not a cooperanive process for bringing
about g real sea change in the actual standards of living,
in the prospects for their further rapid improvement, m
the sense of parucipation in progress by all classes and
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regions of the national communities, and in the security
of civil liberties and the institutions of representative
democracy.

The underlying wll for accelerared economic and so-
cial progress under free institutions clearly exists in Larin
Amenca. To be sure, there are minorities in opposttion.
There are vocal minorites on the far left, whose main
interest is in overthrowing free instrutions. They fight
the idea of democratic progress just as the Communist
partes in Western Europe foughr the Marshall Plan
fifteen years ago. There are less vocal, bur powerful,
minorities in the rraditonal oligarchies, and somerimes
among the newiy rich mdustriahists, who are oo saushed
with things as they are to be recepuve to any kind of
change, even though expenience elsewhere might suggest
to them that they could find a useful, savistying, and
rewarding place in 2 progressive democrate sociery. But
I would guess that raken together these minorities ac-
count for no more than 15 or 20 percent of the peoples
of Lann Amenca. The problem is ro find and encourage
articulate and effectuve leadership for the aspirations of
the vast majority, and o relate 2 polinical mysaque to
the rechnucal problems thar must be ﬁh}ﬁmwﬁy diag-
nosed and solved.

Thar sort of leadership clearly must be Latit Ameri-
can; i cannot come from outside. The supreme ment
of m«-?z'wé&m kubischek’s idea of {f}?emmn Pan
America w2s preasely that 'i’%m Braziban starestnan
conceived of a cooperanve movement led by Latin Ames-
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ican nations, and supported by the United Srares and
other friendly countries, to make expanded econemic
development the central objective of organized public
and private effort in this continent for this decade. [ have
always regrerted that our own 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 the Inter-Amercan Development
Bank and in the Act of Bogor, and it won full recogni-
tion in the Charter of Punra del Esre. Nevertheless, it
has not yver developed the political drive which jts suc-
cess requires.

The Alliance for Progress is often compared to the
Marshall Plan. The differences are greater than the simi-
larices. Development is a far more difficule undertaking
than economic recovery, and the administrative institu.
uons of Latin America, as well as the economic 2nd social
infrastrucrure, are much less developed than were those
of Europe in the late 1940%s. Bur the European expe-
rience does contain some useful pointers.

At a certain point in the development of the Marshall
Plan, there became evidenr a compelling need for Furo-
pean political leadership at a high level as part of the
formal cooperative machinery. And when the ides of
Eurepean integration was conceived as the basis for a
grear new move forward on the foundation of postwar
recovery, It was given vital pelidc.] leadership by Jean
Monner and his Action Commirtee for the Unitod States
of Europe, a necessary informal prerequisite to the larer
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establishment of formal institutons for economic and
political unificadion.

Nor were these movements limired to cabinet ministers
and public officials. They sank their roots into the na-
tonal communities, enlisting members of parliament,
political parties, organizadons of businessmen, labor
unions, and the kiberal professions, universities, the press,
and other organs of mass communication. Is there not
in this experience something to be drawn on for guidance
in the contemporary Laun American scene?

The Charter of Puniz del Este gives deliberate stress
to the importance of immediare social investments, along
with large-scale economic mnvestments, and it also em-
phasizes instirutional and structural reform. I believe that
these emphases are sound. Secial investments, properly
conceived, are complemenzary to economic investments
and are major elements in an effecuive development pro-
gram. in addition, both social investment and strucrural
reforms are essendal to a full sense of participation in
the development process by all elements of the popula-
ton, and therefore essential to the nanonal cohesion and
sense of popular idendficadon which the success of the
Alliance for Progress requires.

Bur there s much misunderstanding on this point, cer-
tainly in Brazil. I often hear criticisms of the so-called
assistential character of the Alliance, as if it were ﬁaiy
a program for charitable palliatives of the misery which
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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 water, but public health programs of this
type are essential to an economically productive popula-
ton as well as to a happier one. And education, which
1s conventionally considered to be social investment, has
been proven to be one of the most economically reward-
ng 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 interna] tension in carry-
ing out the Alliance for Progress arise in connection with
structural reforms. Agrmm and tax reforms are cited
most frequeady Equaﬁy 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 institurions which stimulate
savings and channel chem i Into constructive investment.
All these types of reform are indispensable to emmnm:
and social progress. Perhaps the Act of E Bogoti and the
Charter of Punta dei Este can be given some credit for
the fact thar discussion of basic reforms has become a
comnionpiace of Latin American politics. Every office-
secker must declare his devotion to such reforms, no less
than ro national patriotism and ro motherhood. But, evi-
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dently, 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 1o be oversimplified. It is often assumed that there
is 2 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.

Curtting acro’s it, for example, are conflicting ideas on
the nature of governmental institutions. There is one
well-entrenched traditdon of government as a patron of
special interests, serving not only wealthy oligarchies,
but also specially privileged labor unions, and furnishing
mnumerable useless jobs for protégés of various political
parties. 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 demagogues 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 has an obvious popular appeal. Every civilization
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m recorded history shows examples. In societies with low
average income, the contrast berween poverty and
wealth is especially marked, because the middle class is
small and the wealthy few may be, like the old-time
princes of India, wealthy to a degree wholly unknown in
modern industrialized societies. No one could elaim that
such societies are socially just, 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
mighty laid low. If the desire is for genuine economic
and social progress for the entire community, the main
thrust of reforms must be directed roward development,
growth, investment, 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 natien will have to find its own patterns,
suited to its geographical and social conditions and irs
popular aspirations. Bur unless the poimary emphasis is
placed on expansion, the wherewithal to meer those
popular aspirations simply will not exist.

In this connection, the North American New Deal of
a generation ago seems to me 2 nighly instructive expe-
rience. The New Deal brought about major transforma-
tons in the structure and artitudes of United States
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soclety, most of which have long since been accepted
by both political parties and all secrors of opinion despite
their highly controversial character when first initiated.
Reviewing the principal features of the New Deal, with
the advantage of a generation’s hindsight, one sees clearly
that its great successes were those measures which
looked toward economic expansion and growth, and the
reshaping of institutions within a context of such growth.
Its failures were the measures which reflocted the gloomy
view——quite widespread at the dmie and later whelly dis-
proved by history—that the American economy was
alrezdy overbuilt and that reforms must simply distribute
what could be produced under a regime of perpetual
stagnation.

The measures looking toward growth were able to
create new harmonies among interest groups and classes
which would have been condemned o civil warfare
against one another within a context of stagnation. Let
me mention 2 few examples. Regulation of the stock
market was not designed to destroy Wall Streer and the
mvestment bankers; it was designed to reform 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
farm credit insurance were not designed to socialize the
housing industry or agriculture; they were great social
inventions in collaboration between government and
private enterprise, which made possible the enormous
postwar programs of rehousing and of higher agricul-
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tural productivity. The Tennessee Valley Authority was
born of a refusal to accept the inevitability of backward-
ness in that underdeveloped region; it sought instead to
promote balanced growth through efficient use of water
and land resources and systematic community develop-
ment. The social security systemn met the most pressing
needs of old age and unemployment msurance, and added
hnportant stabilizing influences to the economy as a
whole, but it could never have been afforded under
conditions of economic stagnation. The public unliry
holding company law rebuile the financial structure of
the electrical supply industry, not by punishing or ex-
propriating the operating companics, but by placing
them on 2 firm foundanon for future expansion and
improved service.

The ourstanding failure of the New Deal was the
National Industrial Recovery Act. This measure sought
to cartelize the economy, to spread limited working op-
portunities thin through reduced hours of work, and
to spread limited marker opporrunities thin through
monopolistic agreements to reduce production and may
rair prices. It fortunately endured for only two years.

The New Deal contained many other fayles, including
a spirit of undiscriminating aneagonism toward the busi-
ness community at large. Bur it also had the grear vurrue
of a poktical mystique. It asserted the self-confidence of
the nation in its capacity to cope constructively wich
economic and social problems. It expressed 2 passion to
include fully in the nadonal society certain formerly for-
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gotten groups—the Negroes, the migratory farm work-
ers, the marginal farmers of the South, and the urban
workers not yer organized into trade unions. Anad it
applied a highly pragmatic and realistic approach to
specific problems of social enginecring. All these ele-
ments seem 1o me very relevant indeed to the conten-
porary Laon American scene.

The need for realism in social engineening poses a
special challenge to Latin Amerienn universicies, which
arc another focus of internal tensions in the development
of the Hemisphere. It is from their studenr ranks that
leaders must come for the continuing struggle for eco-
nomic and social progress,

During the last few decades, Latin American faculties
of medicine and engineering have felr compelled to adope
truly professonal srandards, with rigorous rratning and
strenuons devoton to studies by the student body. The
reasons are evident. Wirthour such eraining, the medical
panents dic and the bridges and buildiags collapse. In
many, perhaps most, parts of Latin Americs, however,
the ilusion remains thar secigl engincering s sull 2 mar-
wer for diletantes—{or part-time students of law and of
ccononucs raught by part-time professors, Young men
can graduare with honors, perseaded thar glibness in
verbal expression 15 an adequare substinure for respect
for hard faces and for rigorousty obiectivs thunking,
They are encouraged o confuse the sughr with the o,
w0 bebieve thar a social strucrure has been buily when an
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aesthenically pleasing design has been drawn—or even
an impressionistic sketch. Bur if effective developruent is
to take place, the faculties of law and economics must
develop the same toughniess as the faculties of medicine
and engmeenng. W ithout this, one can expect conunued
diseases in the body politic and conunued collapses in
the social structures,

Ler me mendon a few examples of this problem of
realism in social engineering. In facng the gm@%’em of
chronic infladon, the restists will look for the basic
causes in budgerary imbalances, excessive credit expan-
sion, wage mcreases withour regard te productivity, and
structural bortdenecks in critical areas of production.
They will nor be saristied with emononal outhursts
against convenienr scapegoars such as foragn investors
or greedy sp@cuism&

In é@:ﬁmg with public unbiey services, the realists may
choose either management ?}}: ZOVEITUTENT OF manage-
ment by private earerprise, but they will msist on eff-
cient mamgement snd on the service’s paymg us own
way. They will recognize thar when g s:e:ig‘:?fmfz&: or
power service 8 subsidized, that subsidy s nor truly free.
Ir 18 a gyt to the formanace users ar the cxpense of gen-
erally poorer non-users, who pay the cost either throus ;h

general raxes or tarough milanon. Such a policy not only
mmmﬁma cconomic semse; w0 oviolares the most ele-

mentary canoens of social justice.

The realisrs, ssmifarly, will be most inrerested m agrar-
fan refor, bur they will nor be sanshed wath mere
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promises 1o give land to the landless. They will insist
un obtaining the facts as te how land ’s owned and wsed,
and on devising patterns of productive use which will
raise agriculeural productivity and nermit the carning of
a decent living by farm families. They will combine
reforms in land tenure with the crganization of agri-
cultural Ci'ﬁiﬁﬁ S‘ﬁ??ﬁﬁs of seeds and machin ery, an d
effective mechanisms for storage, marketing, and dis-
tribution.

Such an approach to social engineering will not dis-
solve all the tensions implicit in economic and social
ﬂh&.ﬁg& But iz will g’ﬁﬂ the constructive rensions the pre-
eminence they deserve. Surely this is a challenge vo enlise
the passions and the intellectual energies of the univer-
sity youth in Latn America who are rightly dissatisfied
with things as they are. If they weee ro anatyze cuolly
the human and mareria! resources of this Hemisphere,
they would see thar the objective problerms of social and
economic development are far more readily soluble here
than i the grear underdeveloped conrinents of Asia and
Africa. Bur they would also see thar development can-
not be achieved by waving magic wands, by exorcising
foreign scapegoass, by drafring fve-yeur plins without
the necessary machinery  pur them into effect, or by
distnbunng poverry withour ereating new wealth. And
they would sce that steadfast cooperation among the
Latin Amenican nations can bring much greater resules
than isolated notonal efforts, and thar the effective enle
laboration of friendly foreign natiens can make 2 crini-
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cal difference berween success and failure in a limited
period of ume.

I said ar the start thart a political mystique is indispensa-
ble to the success of the Alliance for Progress, and that
leadership in the creation of this political mystque must
come from Latin America. T de not mean by this to
suggest that we North Americans have no useful role
to play. On the contrary, we have an indispensable role.
We are the major source of outside technical and finan-
cial support, and it is no casy job to organize ourselves
to supply that supporr prompely and effectvely, We
need to convey a much betrer understanding than now
exists in Laria Amenica of the nature of our own sociery
and the reatons thar impel us, perhaps somewhar belaredly,
to join in this grear cooperative partrership with Lana
America. We must also dispel certain suspicions and
doubss, some deliberately fostered by the Comununists
and their allies, bur others which resule from the histone
win the Hemisphere, There exists, for ex-

rensions within
ample, 2 concern thar the Allunce for Progress mighe
undermine the sovereignty and the independence of
Larin American navions. | know that [ speak {or our
government as well 25 for myself in saying that we do
indeed believe in ulomare inverdependence, racher than
independence, bur & is the nterdependence of freely
cooperating > »les and nations, each independently
making its own decisions o work with the arhers in ws
own deepest interest.
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It is also true that we in the United Stares have our
own real nononal interest in the success of the Alliance
for Progreess. This is not a selfish interest, however, in
the sense of being a gain for North America at the ex-
pens. of Lanin America. It is rather a natonal interest
which converges with thuse of our Latn American
neighbors. It is our interest that there be 2 Western
Hemisphere of prosperous, self-reliant, and securely
democratic nations. And if we look ahead, our imagina-
tions cannot help but be inspired by the idea of a great
trangular Western community in which Latin America,
VWestern Europe, and North America are the frm foun-
dation unirs for an ever-widening area of peace, of free-
dom, and of liberation of the human spirit in the world
as 2 whaole.
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APPENDIX

APPROVED AUGUST 17, 1961,
AT PUNTA DEL ESTE, URUGUAY

k3 ® % ¥ * H® % * ¥ ¥

Following are the Declarstion 1o the
Peoples of Americz and the Charver of

Punra del Esre, the rwo principal documents
establishing the Allance for Progress.

They were approved by the sffgw:mziveﬁ
of twenry American republics at 3 spechal
mmg of the inrer ﬁm&mm Economuc and

Brazil, mﬁ Colombis, Cosea Rica,
Dominican Republic, Ecuvador, El Salvador,
ﬁmﬁm&& Hared, Honduras, Mexico,

Niczragus, Panama, Paraguay, Peru,
am Stares, Uruguay, and Venezuela.




DECLARATION TO THE
PEOPLES OF AMERICA

¥ OE ¥ OB OF OB O£ F OB OB & ¥ ¥

Assembled in Punta del Este, inspired by the principles
ﬂﬁﬁmzeé in :hss Charter of the Organization of &mncm

sz America 2nd in the Act of B
- American Republics hemhy
0 mbhsh an f-’%ihmm for ?Yﬁﬁ??fss a vast effort to hring
a berter kife to all the peoples of the Continent.

This Alliance is established on the basic principle that
free men working through the instirution of representative
democracy can best satisfy man’s aspirations, including those
for war&‘ home and land, health 3~d schools. \Yt:s ﬁyszm can
guarantee erue progress unless = affirms the dignity of the
individual which is the foundarion of our mx&z&m&

Therefore the countries signing this declaration in the
exercise of their sovereignty have agreed to work roward
the following goals ém the COMING years:

To improve and strengthen democranic s, Jutions
through application of the principle of self-determinarion
by the people.

To accelerate economic and social development, thus
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rapidly bringing about a substantial and steady increase in
the average income in order to narrow the gap between the
standard of living in Latin American countries and that
enjoved in the industrialized countrics.

To carry out urban and rural housing programs to pro-
vide decent homes for all our people.

To encourage, in accordance with the characteristics of
each country, programs of comprehensive agrarian reform,
leading to the effective transformation, where required, of
unjust structures and systems of land renure and use; with
a view to replicing latifundia and dwarf holdings by an
equitable system of propenty so that, mp?immm& by
amely and zﬁcqmm credit, technical assistance and im-
pwwﬁi marketing arrangements, the fand will become for
the man who works it ﬂm basis of his cconomic stability,
the foundadon of his increasing wellare, and the guarantee
of his freedom and dignity.

To assure fair wages and sarisfactory working conditions
to all our workers; to establish effective systems of labor-
management relations and procedures for consultarion and
cooperation among government authorities, amptiﬁvam as~
sociations, and trade unions in the inrerests of social and
economic development.

To wipe our illiteracy; 1o extend, as quickly as possible,

-he benefits of primary education o all Larin Americans;
and to provide broader facilities, on ¥ vast scale, for second-
ary and rechnical training and for higher educanon.

To press forward with programs of healith and sanitation
in order ro prevent sickness, combat contagious discase, and
strengthen our human potential.

To reform mx laws, demanding more from these who
have most, 1o punish mx evasion seversly, and ro redistribure
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the national income in order to benefit those who are most
in need, while, at the same time, promoting savings and
investment and reinvestment of capital.

To mainmin monetary and fiscal pelicies which, while
avoiding the disastrous effects of inflation or deflation, 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 Latin American countries at 2 rate which
will help them to provide jobs for their growing populations,
to eliminate unemployment, and to take their place among
the modemn industrialized nations of the world.

To find a quick and lasting solutic: to the grave problem
created by excessive price fluctuations in the basic exports
of Latin American countries on which their prosperity so
heavily depends.

To accelerste the integraton of Latin America so as to
sumulate the economic and social development of the Con-
unent. This process has already begun throngh the General
Treaty of Economic Iategration of Central America and, in
other countries, through the Larin American Free Trade
Association.

This declaration expresses the convictien of the natons
of Latin America thar these profound economic, social, and
culrural changes can come sbout only through the self-help
etfores of each country. Nonetheless, in order o achieve the
goals which have becn established with the necessary speed,
domestic efforts must be reinforced by essential coneribe-
vons of exrernal assistance.

"The Unired States, for its part, pledges its efforts to supply
financial and rechnical cooperation in order to achieve the
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aims of the Alliance for Progress. To this end, the United
States will provide 2 major part of the minimum ¢ twenty
billion dollars, pmmpaﬂv in public funds, w hich Latin
America will reqmre over the next ten years from all
external sources in order to supplement its own eﬁcm:s

The United States will provide from public funds, as an
immediate contribution to the economic 2nd social progress
of Ladn America, more than one billion dollars during the
twelve months which began on March 13, 1961, w hm the
Alliance for Progress was announced.

Tne Unired Smtes intends to furnish deveiﬁpmmt loans
on a long-rerm basis, where appropriate running up to fifty
years and in general ar very low or zero rates of interest.

¥For their part, the countries of Latin America agree to
devote a steadily increasing share of their own resources to
economic and social development, and o make the reforms
necessary to assure that all share fully in the fruits of the
Alliance for Progress

Further, a5 a C{}ﬂtﬁb&ﬁf}ﬂ to the Alliance for Prog
each of the countries of Larin America will fmmaiate a
comprehensive and well-conceived nadonal program for the
development of its own economy.

Independent and highly quahued experts will be made
available ro Lann Ammmn countries in order to assist in
formulating and examining national development plans.

Conscious of the overriding importance of this declara-
non, the signatory countries declare that the inter-American
community is now beginning a new era when it will supple-
ment its insttutional, legal, culrural and social accomplish-
ments with immediare and concrete actions to secure a
berter life, under freedom and democracy, for the present
and future generations.




THE CHARTER OF

AN ALLIANCE FOR PROGRESS
WITHIN THE FRAMEWORK OF
OPERATION PAN AMERICA

* X OFE O # ¥ % ¥ ¥ ¥ ¥ ® *®

PREAMEBLE

We, the American Republics, hereby proclaim our decision
to unite in 2 common effort to bring our people accelerated
economic progress and brouder social justice within the
framework of personal dignity and polinical liberty.

Almost rwo hundred years ago we began in this Hemi-
sphere the long struggle for freedom which now mspires
people in all parts of the world. Today, in ancient lands,
men moved to hope by the revolutions of our young nations
search for hbam Now we must give 2 new mfamﬁg o
that revolutionary herirage. For America stands at 2 tuming
point in history. "The men and women of our H emisphere
are reaching for the berer life which today’s skills

placed m&:%sm their grasp. They are dettrmuned for :hm»

selves and their children to have decent and ever more
abundant lves, to gain access to knowledge and equal op-
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portunity for all, to end those conditions which benefit the
few at the expense of the needs and dignity of the many.
It is our imescapable task to fulfill these just desires—to
demonstrate to the poor and forsaken of our countries, and
of all lands, that the creative powers of free men held the
key to their progress and to the progress of future genera-
tions. And our cerrzinty of ultimare success rests not alone
on our faith in ourselves 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 tha prmmgies of
Operation Pan America and the Act of Bogots, the Ameri-
can Republics hereby resolve ro adopt the following pro-
gram of action to establish and carry forward an Alliance
for Progress.

TITLE L OBJECTIVES OF THE ALLIANCE FOR PROGRESS

It is che purpose of the Alliance for Progress to enlist the
full energies of the peoples and governments of the Ameri-
can repuhhcs in a great cooperative effort to sccelerate the
economic and social development of the participating coun-
tries of Lanin America, so that they may achieve maximum
Eewis of well-being, with equal opportuminies for all, in
dernocratic societies adapted to their own needs and desires.

The American republics hereby agree to work roward the
achievement of the following fundamental gozls in the
present decade:

1. To achieve in the participating Latin Ameri
tries a substanual and sustained growth of per capim income
at a rare designed to artzin, at the earliest possible date, levels
of income capabie of assuning self-sustining development,
and sufficient to meke Laun American income levels con-
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stantly larger in reladon to the levels of the more indus-
trialized nations. In this way the gap berween the living
standards of Latin America and those of the more developed
countries can be narrowed. Similarly, presently existing
differences in income levels 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 be taken not only of
average levels of reai income and gross product per capita,
bur also of indices of infant mortality, illiteracy, and per
capita daily caloric intake.

It is recognized thar, in order to reach these objectives
withn. a reasonable time, the rate of economic growth in any
country of Latin America should be not less than 2.5 per
cent per capitz per year, and that each participating country
should detcrmine its own growth target in the light of its
stage of social and economic evolution, resource endowment,
and ability to mobilize national efforts for development.

2. To make the benefits of economic progress available
to all citizens of all economic and social groups through a
more equitzble distribution of national income, raising
more rapidly the income and standard of living of the needier
sectors of the population, ar the sume time thar a hicher
proportion of the national product is devoted to investment.

3. Toachieve balanced diversification in national economic
structures, both regional and funcrional, making them in-
creasingly free from dependence on the export of 2 limited
number of primary products and the importation of capital
goods while attaining stability in the prices of exports or in
imcome denved from exports,




THE CHARTER OF PUNTA DEL ESTE - 124

4. To accelerate the process of rational industrialization
so as to increase the productivity of the economy as 2 whole,
taking full advantage of the talents and energies of both the
private and pahhc sectors, ethzng the nataral resources
of the countrv and providing preductive and remunerative
emplovment for unemployed or part-time workers. Within
this process of mdustrialization, spmgi atzention should be

ziven to the establishment and development of capital-goods
mdﬂmm.

5. To raise greatly the level of agriculrural productivity
and ourput and to zmpzm e related storage, cransporiation,
and marketing services.

6. To ecncourage, in accordance with the characterisucs
of each country, programs of mmpr&h&mwe :&@mrun re-
form leading o ‘the effective transformation, where required,
of mmzsz structures and systemns of land renure and use,
with 2 view 1o mpi:mﬁ« latifundia and dwarf holdings by
an equitable system of land renure so thar, with the help
of dmely and adequate credir, technical assistance and
facilities for the markering and distribution of products,
the land will became for the man who works it the basis of
his economiz subility, the foundadion of his increasmng wel-
fare, and rhe guarantes of his freedom and dignity.

7. To eliminare adulr ithireracy and by 1970 to assure, as
2 minimum, 3eCess 10 siX years of primary education for
each school-age child in Latn America; to modernize and
expand vocational, rechnical, sccondary and higher educa-
tional and training facilities; w ﬁrmg’z‘wﬁ the capacity for
hasic and ﬁg@iﬁ@& research; and 1o provide the competent
gﬂs@mﬁ mﬁgmxﬁé m rapidiy-growing SOCIETIES.

8. To increase life expectsncy st birth by 2 mintmum of
ﬁw years, snd to incresse the ability to lesrn and prodace,
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by improving individual and public heaith. To attain this
gmi it will be necessary, among other measures, to provide
ﬁéﬁqmw potable water s:agzgw and sewage disposal to not
less than 70 per cent of the urban and 30 per cent of the
rural population; to reduce the present mortality rate of
children less than five vears of age by ar least one-half; to
control the more serious communicable diseases, according
to their importance as 2 cause of sickness, disability, and
death; to eradicate those ilinesses, mpﬁmiiv malaria, for
which effective rechniques are known: to improve nutrition;
to train medical and health personnel to meet at least mini-

MWn FOQUUrements; to unprove basic health services ar aa-
tonal and local levels; and to intensify scientific research
and apply it resules more fully and cf?amm':i} to the pre-
vengon and cure of diness

9. To incresse the construction of low-cost houses for
low-income familics in order o replace imadequare and
deficient housing and to reduce howsing shoreages; and to
provide necessary public services o both m'bm and rural
centers of p@?&ﬁ:&ﬁﬁ&

10. To munmin suble price levels, avoiding inflation or
defiztion and the consequent social h@r&mps ;zmi maldisert
bution of resources, slways bearing in mind the necessity of

nuntaning an ﬁa’iﬁ@mm tate of economic growth.

1. To zsrrm%%*m exsting ATEENEALS O eConomic inte-
gration, with a view to the ultimute fulfilimens of aspiranons
f@z 2 Latin American common muarker thar will sxpond and

diversify tride among the Latin Amencan countries and
ziwg contribute to the economic growth of the region.

2. To develop cooperative programs designed to prevent
the i‘mrmfu% effects of excessive fluctuations in the foreign

ﬁ!’;chmrgﬁ Ear afsuji:-f‘-. derived from CXPOTES of gmmar} grnﬁ-
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uers, which are of vital importance to soonemic and social
development; and to adopt the messures necessary to facili-
tate the sccess of Latin American exports to mternational
markers.

TITLE 1. ECONONGL AND SOCIAL DEVELOPMENT

Chapter I. Basic Requirements for Economic and Soecial
Development

The American republics recognize that o achieve the
foregoing goals it will be necesary:

i. That comprehensive and well-conceived narional pro-
grams of economic and social development, abmed at the
achievernent of seif-sustaining growth, be catried out m
sccordance with democratic prnciples.

2. Thar natoral programs of cconomic and social de-
velopment be based on the prinaiple of seli-help—as estab-
lished in the Act of Bogotd—and on the maximum use of
domestic resources, mking iato account the special condi-
tons of each counery.

3. That in the preparation and exerunion of plans for eco~
nomic and social development, women should be placed on
an equsl footing with men.

4. That the Lann Amecican countries obiun sofficient
external financial assistanee, 1 suhstantal porvion of whieh
should be extended on fexible ¢onditions with revpect to
periods and terms of repayment and forms of urilization, in
order to supplemen: domesne capitsl formanon and rem
force their import capacity; and thar, in suppors of weil
conceived programs, which include the necessary struerural
reforms and measures for the mobiization of internal re-
sources, a supply of capital from ol external sourves during
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the coming ten vears of at least 20 billion dollurs be muade
available to the Latin American countries, with ptiority to
the relatively less developed countries. The greater part of
this sum should be in pabbc: funds.

5. That institutions in both the public and private sectors,
including labor organizatons, cﬁ:m;xmm es, and commercial,
mﬁusmsi, and financial institutions, be strengthened and
improved for the increasing and effective use of domestic
respurces, and that the social reforms necessary to permit a
fair distribudon of che fruits of economic and social progress
be carried out

Chaprer li. Naztional Development Programs

. Participating Latin American countries sgree o in-
troduce or serengrhen systems for the preparation, execu-
tion, and ?@ﬂﬁ(ﬁﬁ revision of mtional programs for eco-
nomic and social development consistent with the principles,
objectives, and requirements contamed in this decurment.
Pammpsz*ﬁm Latn American countries should formulate, if
possible within the next eighteen months, long-term develop-
ment programs. Such programs should embrace, according
w the characreristics of cach country, the elements outlined
in t%'zé Appendix.

2. Nononal developmenr programs should incorporate
self-help eforts direcred roward:

a. impmww’*&m of human resources and widening of op-
portunites by rising general standards of educarion and
health; improving and extending technical education and
535@?@&&3@&32 training with fiﬂ‘i?h&i&& on science and teeh-
nology; providing adequate remuncration for work per-
formed, encouraging the tlents of managers, entreprensurs,
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and wage earners; providing more productive emgimmmt
for underemployed manpower; establishing effective systems
of labor relations, and procedures for smmugtatmn and col-
laboration among g:sabi;c authonities, emplover asodi
and labor organizations; gfmng the eﬁm‘is ishir
expansion of focal institutions for basic and applied research;
and inproving the standards of public adminsuration.

b. Wider development and more efficient use of natural
resources, esnecially :Ezw W:ﬁﬂ:?‘% are now zaﬁa or a -
xmizzeé mc%aéma measures for the processing of raw ma-

rthening of the agriculrural buse progres-
ﬁzw%v m&%ﬁmw z%w benefits of the land to those who work
it, and ensuring in countries with Indi . populations the
mtegration of these populibons inte & ecotomic, social,
and cultural processes of modern tfe. Lo carrv out these
aims, measures should be adopred, among sthers, to establish
or improve, as the case mumy be, the following services:
exrension, credit, rochnical assistence, agricalnusl rescarch
and mechanization; health and educacon; storage and dis~
wribution; cooperatives and farmen’ assocations; and com-
munity development.

d. More effective, rational and equitable mobilization and
we of frnancial resources throush the reform of tax seroe-
rures, including fair and 3&@@3@5& taxation of large incomes

and real estte, and the stricr application of messures o
improve fscal sdministranoen. Development programs should
include the adapration of budger cxpendinures te develop-
ment needs, measures for the maintenance of price stabalivy,
the creation of esserial credit facilities 2t reasonable rutes

of imrersst, and the encouragement of povare savings.
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¢. Promortion through a?pmpﬂata measures, incleding the
signing of agreements for the purpose of reducing or
ehmzmnna double taxation, of mnd*mm thar will en-
courage the flow of forcign investments and halp to mcrease
the cagmi resources of participating countries in need af
capital.

f. Improvement of systems of distribution and sales in
order to make markers more competitive and prevent mo-
nopolistic practices.

Chaprer 1. Innnediate and Skorr-Term Action Measures

1. Recognizing that 2 number of Latin American conn-
tries, desgsm their best efforts, mav require emergency
financial assistance, the United Stares will provide assistance
from the fuads which are or may be estblished for sach
purposes. The United Stares stands ready to wmke prompe
action on applications for such assistance. Applications re-
laning to existing situardons should be submirced within the
m*;t 60 davs.

%mmg@tmﬂ Larn American countries should, i ad-
ézmm to creanag or strengthening machinery for long-term
development programming, immediately increase their ef-
forrs ro accelerste their &mﬂ@pmfﬁxz by giving special
emphasis to the following objecaves:

a. The ﬁﬁm?imm of projects slready under way and the
mirianon of projects for which the basie studies have been
made, in order ro accelerare their fnancing snd execution.

b. The implementation of new projects which are de-

signed:
{1} To meet the most pressing economic and social m
and benefit directdy the greatest nemb f

i e




THE CHARTER OF PUNTA DFL ESTE - 127

(2) To concentrate efforts within each country in the
less developed or more depressed aress in which par-
ticularly serious social problems exist;

{(3) To utilize idle Capacity or Iesources, particularly
under-emploved manpower; and

{4) To survey and assess natural resources.

c. The facilitation of the preparation and execution of
Zozxg-mm programs through micasures designed:

{1} To train teachers, technicians, and %pem:i&&t&

{2) To provide accclerated traiung to w orkers and
farmers;

{(3) To i improve basic statistics;

{4} To estzblish necded credit and markering facilities;
and

(3) To improve services and admirustration.

3. The United Sexres will assist in carryving out these

short-rerm measures with 2 view to mhifarvimg COnCrete re-
sules from zh@ tiznce for Progress at the earliest possible

moment. In mmamﬂa with the measures set forth ahove,
and in accordance with the starcmnent of President kmneév
the United States will provide assistance under the Alliance,
incleding assiszance for the Anancing of short-rerm measgres,
tﬁmﬁmﬂ more than one billion dollars in the year endin
March ia%m

Chapter IV. External Assistamee in Suppor: of Natiowak
Development Programs

1. The economic and social development of Laon Amenca
will require 3 large amount of addirional public and private

financial assistance on the part of capiml-exporung countries,
incloding the members of the Development Assstance
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Group and international lending agencies. The measures
provided for in the Act of Bogoti and the new measures
provided for in this Charter, are desagmﬁ to create a frame-
work within which such additional assistance can be pro-
vided and effectivelv utilized.

2. The United States will assist those participating
countries whose development programs establish s&fah@
measures and economic and social policies and programs
consistent with the goals and principles of this Charter. To

supplement the domestic efforts of such countries, the
United States is prepared ro allocate resources which, along
with those anticipated from other external sources, will be
af a scope and magnitede adequate to realize the goals en-

in this Charrer. Such assistance will be allocated to
bo o social and economic éeveiﬁpmmt and, where appropri-
are, will take the form of grants or foans on flexible terms
and conditions. The parriciparing countries will request the
support of other capital-exporting countries and appropriate
mmstimugons so thar they may provide assisrance for the
artminment of these objectives.

3. The Unired States will help in the hmnmng of techni-
cal assistance projects pmmd by a pan czpmmg c@umry
or by the General Secretariat of the Organization of
%mmm. States for the purpase of:

a. Providing experts comtracred in agreement with the
govemnments to work under their direction and to assist them
i the preparaton of specific investment projects cnd the
strengthening of national mechanisms for preparin g projects,

using specialized engineering firms where appropriate;
b. Carrying out, pursuant to existing agremmﬁ fxx ¢o-
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of American States, the Economic Commission for Latin
America, and the Inter-American Development Bank, ficla
mvestigations and studies, including those relating to devel-
opment pmbéem the organization of national agencies for
the preparation of dweiapmmz programs, agrarian reform
and rural devclopment, he@kh, cmpemm*& housing, educa-
ton and professional training. and taxation and tax admim
stration; and

¢. Convening meetings of experts and officizls on develop-
ment and refated problems.

. The govemnments or above mentioned organizations
should, when appm?msm s&ﬁk the mﬁpemmn of the
United Nations and s specialized agencies in the execution
of these amﬁa%

4. The parucipsting Ladn Amenican countries recogmize
that each has in wmmg degree a mpﬁuw T assist Mlﬁw
republics by prov zémg technical and finaneial assistance.
They recognize that this capacity will increase as their
economies grow. They therefore affirm cheir intention to
assist fellow republics incressingly as therr individual aur-

Chapter V. Orgamization and Procedures

1. In order o provide rechnical assistance for the formul
ton of development programs, as may be rﬁﬁ%’ﬁi“s“c&% by
parncipating nations, the Organization of American States,
the Economic Commission for Latn America, and the Inter-
American Development Bank will continue and strengthen
their agreements for coordination in this geld, in order to
have availsble 2 group of PrOZTAmMMIng  CXperts whose
services can be used to facilitate the zmwmmwn@ﬁ of this
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Charrer. The participating countries will also seek an inten-
sification of technical assistance from the specizﬁzed agencies
of the United Nations for the same Pt

2. The Inter-American Economic and S@uﬁ Council, on
the joint nomination of the Secrerary General of the Organ-
izadon of American States, the President of the Inter-
American Developmest Bank, and the Exemuva Secretary
of the Unired \atmn& Economic Commission for Lmn
America, will appoint 2 panel of nine high level e
exciusively on the basis of their experience, technical abﬁxtyt
and comperence in the various aspects of economic and social
development. The experts may be of any nationality, though
if of Ladn American origin an appropriate g&mpfucai dis-
wibution will be sought. They will be attached to the
Inrer-American Economic and Social Council, but will
nevertheless enjoy complete autonomy in the performance
of their duties. They may not hold any other remunerative
position. The apgﬁiﬁtmem of these experrs will be for 2
period of three years, and may be renewed.

3. Each government, if it so wishes, may present its pro-
for economic and social é::veiapmt for considera-
tion by an ad hoc commirttee, composed of no more than
three members drawn from the pane! of experts referred to in
the preceding paragraph tegether with an equal number of
experts not on the panel. The experss who compose the ad
hoc committee will be appointed by the Secretary Gesm'ai
of the Organization of American States at the request of the
inrerested government and with Its consent.

4. The commirree will study the development program,
exchange opinions with the m:emad government as to 9%-
sible modifications and, with the consent of the government
report its conclusions to the Inter-Amencan De velopment
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Bank and to other governments and in titutions that may
be prepared to extend external financial and technical as-
sistanice in connection with the execution of the program.

5. In considering a development program presented to it
the ad hoc committee will examine the mmiszeﬁcv of the
program with the principles of the Act of Bogota and of
this Charrer, taking into account the elements in the Ap-
pendix.

6. The General Secretariat of the Organization of Amen-
can Stares will pmwde the persfmm% nceded by the ex-~
perts referred to in paragraphs 2 and 3 of this Chaprer in
order to fulfill their tasks. Such pamm—a% may be employed
specifically for this purpcse or may be made available from
the pertmmnent staffs of the Organization of American States,
the Economic Commission for Latin America, and the Inter-
American Development Bank, in accordance with the pres-
ent lizison arrangements between the three organizations.
The General Secretariar of the Organizanien @f American
States may seek arrangements with the United Nations
%crmmg its S@cmhm;i agencies and the Inm%-Am can

pecialized Organizations, for the remporary assignment of
necessary P&mﬁﬁﬁi

7. A governmen: whose dev ﬁ%ﬁpﬁlﬁﬁt program has been
the ﬁbim of recommendarions made by the ad hec com
mittee with respect o external financing rﬁtg&iz*emmm may
submir the program to the Inter- American Dev elopment
Bank so that the Bank may ondertake the negoutanons re-
quired ro obtain such financing, including the organization
of a consortium of credit institunions and governments dis-
posed ro contribute to the continuing and systematic fi-

nancing, on appropriate terms, of the df,& e%s}gmmt program.
Hawwaa the government will have full freedom to resore
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through any other channels to all sources of financing, for
the purpose of obtaining, in full or i part, the mqm:e:é
TESOUrces.

The ad hoc commitree shall not interfere with the right of
each government to formulate its own goals, priorities, and
reforms in its nacional development ?mgm

The remmﬁémms of the ad hoc commitree will be of
great importance in determining the distribution of public
funds under the Alliance for Progress which contribute to
the external financing of such programs. These recommenda-
tions shall give special consideration to Title L L.

‘The participating governments will also use their good
offices to the end that these recommendations may be ac-
cepted as a facror of great importance in the decisiors taken,
for the same purpose, by inter-American credit institutions,
other international eredit agencies, and other friendly gov-
emments which may be porential sources of capital.

8. The Inrer-American Economic and Social Council will
review annually the progress achieved in the formulation,
national implementasion, and international fimancing of de-
velopment programs; snd will submit to the &'ﬁm of the
Organizadion of American Swtes such recommendations as
it deems pertinent.

Appendix. Elements of Nxional Developmen: Pragrams

i. The establishment of murnally consistent rargets m Ee
aimed at over the program period in expanding productive
capacity in industry, sgriculture, mining, transport, power
and communicadons, and in improving conditions of urban
and rural life, including bemer housing, education, and
health,
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2. The assignment of priorities and the descripton of
methods to achieve the targets, including specific measures
and major projects. Specific development projects should be
justified in terms of their relative costs and benefits, includ-
ing thewr contribution to social productivity.

3. The measures which will 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 nadonal and foreign currency,
of major projects and of the development program as 2
whole, year by year over the program period.

5. The internal resources, public and private, estimated to
become available for the execution of the programs.

6. The direct and indirect effects of the program on the
balance of payments, and the external financing, pﬁbhc and
private, estimared to be required for the execution of the
program.

7. The basic fiscal and monetary policies to be followed
1 order to permit zmplemematﬁm of the program within a
framework of price swability.

8. The machinery of public administration—including
relationships with local governments, decentralized agencies
and nongovernmental argmma?mg such as labor a-rgmiza»
tions, cooperatives, business and industrial organizations—ta
be used in carrying cut the program, adapting it to changing
circumstances and evaluating the progress made.

TITLE . ECONOMIC INTEGRATION OF LATIN AMERICA

The American republics consider that the broadening of
present nationzl markers in Lann America is essennal to
accelerate the process of economic deveiogmcm in the
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Hemisphere. It is also an appropriate means for obtaining
greater productivity through specialized and complenen-
tary industrial production which will, in turn, facilitate the
attainment of greater social benefies for the inhabitants of
the various regions of Latin America. The broadening of
markets will also make possible the berter use of resources
under the Alliance for Progress. Consequently, the American
republics recognize that

1. The Montevideo Treaty (because of its Hexibility and
because it 15 open to the adherence of all of the Latin
American natons) and the Cenmral American Treaty on
Economic lntegration are appropriate instruments for the
attzinment of these objectives, as was recognized in Resolu-
ton No. t1 (I} of the Ninth Session of the Economic
Commussion for Larin America.

2. The mtegration process can be intensified and acceler-
ated not tmia by the specializarion resulting from the
broadening of markers s:%zmmaﬁ the bberalizavion of trade
bue also through the use of such instruments as the agree-
ments for complemenrary production within economic see-
tors provided for in the Montevideo Treary.

3. in order w insure the balanced and complemencary
econom expansion of all of the countries involved, the
mregration process should ke into account, on 2 Hexible
basis, the condition of countries at 2 relativel ly less advanced
stage of ccopomic development, permitung them to be
gmmmi special, fair, and equitable rreatment.

4. In aré@f to factlitate cconomue integration in L&tm
America, it i advisable to establish effectve rehitionships
berween the Laon Amercan Free Trade Assoctation m&
the group of counmes adhering 1o the Central American
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Economic Integration Treaty, as well as berween either of

these groups and other Laun American countries. These
arrangements should be established within the limits deter-
m&d by these mstruments.

5. The Latin American countries should coordinare their
actions to meet the unfavorzble treamment accorded o ahw
foreign trade in world markets, particularly that resulnng
from cermin restrictive and discr iminatory policies of extra-
conunental countries and economic groups.

6. irx the appizmm of resources under the Allance for
Progress, attention shouid be given not oaly to in-
vestments for multinational projects that will coatribate to
strengthening tim iﬁtﬁm&m& process in all its aspects, bue
also 1o the necessary fnancing of industrial production, and
to the growing &ﬁp@m&a of trade mn mdustrial producrs
within Latin America.

7. In order to facilitate the pariapaton of countries at a
relatively low stage of economic development in muld-
national Ladn American economic cooperation programs,
and in order to promote the balinced and harmonious de-
velopment of the Latin American i integration procesy, special
atrention should be given to the nceds of these countries in
the administration of fAnancial resources provided under the
Alliance for Progress, pardenlarly in connection with infra-
structure programs and the promoution of new lines of
production.

8. The cconomic imregration process onplies a need for
additional investment in vanous felds of economic acuvity
and funds provided under the Alliance for ngmw should
cover these ﬂﬁﬁ&ﬁ as well as those required for the Gnancing
of national development programs.
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9. When groups of Latin American countries have their
own iastitutions for financing economic integration, the
financing referred to in the prez:f:dmw paragraph should
preferably be channeled chrough these institutions. With
respect to regional ﬁmncmg éestqzwd to further the purposes
of existing regional invegration instruments, the cooperation
of the Inter-American ﬁevaiapmmt Bank should be sought
in chanmhng ﬁma-rcmami contributions which may be

nted for these purpose

Eﬁ One of the ?mﬁbié means for making effecuve a
policy for the financing of Laun American integration
would be to ﬁggrmch the International Monetary Fund and
other financial sources with 2 view to providiag 2 mesns for
solving temporary balunce-of-payme s problems that may
OCCur I countrics Darticipating in economic mtegmmm
ATTANGCIMEnTS.

il. The promotion and coordination of transportation
and communications systems is an effective way to accelerate
the integration process. in order 1o counteract abusive prac-
tices in relation ro freight rates and rariffs, it & advisable to
encourage the establishment of multnational transport and
COMMUNICITON CATerprises in the Latin American countries,
or ro find other appropriate solutions.

12. In working toward cconomic integration and comple-
mentary economies, efforts should be made to achieve an
appropriate coordination of nanonal plans, or to engage
in joing p&ﬁﬁmx@s for varicus econorues through the exsting
regional integravion organizatons. Efforts should also be
made to promote an investment policy directed to the pro-
gressive elimination of unequal growh rates i the different
geographic aress, partcularly in * the case of countries which
are relanively less developed.
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13. It is necessary to promote the development of aational
Latin American enterprises, in order that they may compete
on an equal footing with foreign enterprises.

14. The active participation of the private sector is essen-
tial to economic integraton and éweiapmﬁm, and except
in those countries in which free enterprise does not exist,
development planning by the pertnent national public agen-
cies, far from hindering sm:h participation, can facilitate and
guide it, thus opening new perspectives for the bencht of the
Community.

15. As the countries of the Hemisphere stll under colonial
domination achieve their independence, they should be in-
vited to partcipare in Latn American economic integration
programs.

TITLE IV. BASIC EXPORT COMMODITIES

The American republics recogmize thir the economic
development of Latin Amenca req&zma expansion of its
trade, 2 simultaneous and corresponding increase in foreign
exchange incomes received from exports, a lessening of
cyclical or scasonal flucruations in the incomes of those

countries that stilf depend heavily on the exporr of raw
ection of the secular deterioration in

thm zm of rrade.
They therefore agree thar the following measus
be taken:

Chaprer I. National Measures

National messures zffecting commerce in primary prod-
ucts should be directed and 3@3@;@ in order e
1. &w}zﬁ mﬁﬁf obsuacles o the expansion of trade in
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2. Avond marker insgability:

3. Imgmva tie efficiency of wrermitional plans and mech-
anisans for stahilization: and

4. Increase their present markess and expand their area of
trade 2t a2 rate compatible with rapid dewi@pmam.

imwm mermber countries should reduce and if pos-
eliminate, 25 soon as feanble, al! reserictions and dis-
--s--.,e:-w.w 9mmm affecting the consumption and im-
i of primary ?’ﬂ*&iﬁ&i‘*&a mcluding chose with the
mgm mb&a of processing in the couniry of
orighn, except when these rostnemons are imposed tem-
potarily for purposes &f eeonomic diversification, to hasten
the cconomic development of less developed nations, ot to
eseablish basic national reserves, lmportng countries should
aken é'zr: mé& o suppert, by adequace r&cgﬁﬁm‘% seabilyz +-
von programs for primary peoduce that may be agreed
Upon Wxﬁz fgrm%mg COUTETIES
B. Industralized counsries should give agzw;mi ALLENTION
ro the need for hustening cconomic s éiw}?fﬁ%:m of less
deveioped countries. Therefore, they should make maxdmum
effores 1o creste condinons, mzﬁﬁgmméa with their interma-
monal obligaoons, throogh which they may axtend advan-
iggﬁ& w less developed counmmes so 23 1o permuc the rapid
expansion of their surkers. In view of the great need for thry
mg&é dﬁ*ﬁ;ﬁ@?mg mém:mﬁ s2ed enunrees should slse seudy
dity, wherever possible, mrermtionl
h pm eny the zehievement of this abje.

=
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C. Producing member countries should formulate their
g}%am: for pz@évmm snd export. talung account of cheir
effect on world markets and of the necessity of supporting
and improving the aﬁmvm@esm of international stabilization
programs and mechanisms. Similarly they should oy to
avoid ¢ m the uneconomic ?‘i’%}éhﬁ”}ﬂ of goods which
can be obtamned under better conditions in the less developed
countrics of the Continent. in which the g:zmém@m of these
gm s an pnportant source of smploviment

. Member couneries should adopt all necessary measures

%ﬁ} direcs rechy '

wologic] @méﬁz& wward finding new yses and

gmém of those primary commodities Ll 40 MOst
unportant to ther ﬁiﬁ‘ﬁﬁﬁﬁﬁ%

omber councries mmﬁﬁ Iy to reeece, and, i pos-

nate within 3 resonable time  cxport a%z%mﬁ% and

measures which cause instabilery in %:%%e: murkers for

hasic commodinies and cxcessive ﬁtﬂ”.; AT 1 :

WO,

X

Chaprer H. tnrernaziorsl Cooperarion Measures

fimared, and o pos-

I. Member countres should make coory
f%%‘%@%@:, aﬁm: ﬁﬁ’ﬁm %ﬁ%gﬁfﬁz

due provection of

fiw:' gmﬁm&a of mﬁﬁ‘: ?mdz.mgu |
% T{f =5 and reduce excessive domestic po

ditrctivihe ks !
woourage the copsumpron of imiﬁjﬁﬁﬁ busie pm@»

xzm

¢. To scek to end preferential sgreements and other micas-
ures which hmr world consumpuon of Latm Amencan
?:uam‘: products snd thewr sooesy o iternats w&z% markers, 5
peciatly the markess of Wiestera Eurppean ¢ountngs ia proc-
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ess of economic integration, and of countries with centrally
planned economies; and

d. To adopr the aecessary consultation mechanisms so
that their marketing policies wiii not have damagmg effects
on the stability of the markets for basic commodities.

2. Industrialized countries should give maximum coopera-
tion to less developed countries so that their raw ma tem}
expores will have undergone the greatest degree of process-
ing that 15 econommc.

3. Through their representation in international financial
ﬂtgmizat%ﬁm, member countries should guggast that these
ganizations, when considering loans for the promotion of
pra{iam@ﬁ for export, tke into account the effect of such
loans on produces which are in surplus in world markets.

4. Member countries should support the efforts being
made by international commedity study groups and by the
Commission on International Qﬁmm&w Trade of the
United Nations. In this connection, it should be considered
that producing and consuming nations bear a joint responsi-
bility for mking natonal and international steps to reduce
market instability.

5. The Secwm General of the Organization of Am
ican Stares shall convene a group of &xpm aypmﬁ*eﬁ h}e’
their respective governments to meet before November 30,
1961 and to report, not later than March 31, 1962 on meas-
ures to provide an adequate and effective means of cffsetting
the effects of flucruations in the volume and prices of ex-
ports of basic products. The experts shalk:

a. Consider the questions ragarding compensatory financ-
raised during the presenr meenng;
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b. Amalyze the proposal for establishing an international
fund for the stabilization of export receipts contained in the
Report of the Group of Experts to the Special Meeting of
the Inter-American Economic mé Social Council, as well as
any other alwernative proposals;

ngﬁgm a draft plan for the creation of mechanisms for
mm nsatory financing. This draft plan should be circu-
laved m&g tha member Governments and their opinions
obtained well in advance of the next meeting of the Com-
mission on International Commedity Trade.

6. Member countries should support the efforns under
way to mnprove and strengthen international commodity
agmma:s and &hmié he p&'@g&md to cooperate i the solu-
tion of modity problems. Furthermore, t%wy
should endeavor to M@g&: ﬁﬁgww solutions for the shore
and long-term problems affecdng mockers for such com-
modities so thar the economic interests of producers and
consumers are equally safeguarded.

- Member countries should requese other praducer m&
CONSUMEr COUNITICS to cooperate in swabilization programs,
bearing in mind that the raw materizls of the Western
Hmaph&m are also produced and consumed in other parts
of the world.

8. Member countries recogy e disposal of accu-
mulared reserves and mﬁm can be a means of achievi a
the goals cutlined in the first chapter of this Tile, prtm&&@
thet, along with the generation of local msources, the con-
mmpngn ﬁf wmmi pwﬁm i the receiving countries is

remed: mereased. The disposal of surpluses and re-
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serves shoold be carried out in an orderly manner, in order
to:

a. Avoid disturbing existing commercial markets in mem-
ber countries, and

b. Encourage expansion of the sale of their products to
other markers.

However, it is recognized that:

a. The disposal of surpluses should not displace commer-
cial sales of identical products traditionally carried our by
other countries; and

b. Such dispesal cannot substitute for large scale financial
and technical assistance programs.

IN WITNESS WHEREOF this Charter is signed, n
Punra del Este, Uruguay, on the seventeenth day of August,

The original texts shall be deposited in the archives of the
Pan American Union, through the Secrerary Generai of the
Special Meecting, in order thar certified copies may be sent
to the Gawzmmm of the Member Seates of the Organiza-
don of American Swares.
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“IT 1S THE PURPOSE OF THE ALLIANCE FOR
PROGRESS TGO ENLIST THE FULL ENERGIES OF
THE PEOPLES AND COVERNMENTS OF THE
AMERICAN REPUBLICS IN A GREAT COOPERATIVE
EFFORT TO ACCELERATE THE ECONOMIC AND
SOCIAL DEVELOPMENT OF THE PARTICIPATING
COUNTRIES OF LAiIN AMERICA, SO THAT THEY

MAY ACHIEVE MAXIMUM LEVELS OF WELL-
BEING, WITH EQUAL OPPORTUNITIES FOR ALL.
IN DEMOCRATIC SOCIETIES ADAPTED TO THEIR
OWN NEEDS AND DESIRES.”

TrrLe I, CHarTER oF Pusta pEL EstE

A NEW DEAL FOR LATIN AMERICA
The Alliance for Progress

By Lixcoix Gorpox, UNITED STATES Am-
BASSADOR TO BRazZit

The United States Ambassador to Brazil,
in this concise and eloquent book, goes to
the heart of the Alliance for Progress, its
urposes, its phﬁasogh}*, its methods, and its
gh 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 archi-
tects of the Alliance for Progress, stresses the
importance of democratic means toward de-
velopment. Democracy, the regime of con-
tinuous nonviolent socizl revolution, is more
durable than violent 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




the technical side of developing programs and
projects, of institutional reforms and improve-
ments, the “full energies of the peoples and
governments” have not vet been enlisted in
the effort. He believes with Roberto Campos,
the Brazilian Ambassador to the United States,
that this is due to the lack of a political
mystique. Such a political mystique was an
integral part of Franklin Roosevelts New
Deal. The author says that it “asserted the
self-confidence of the nation in its capacity
to cope constructively with its economic and
social problems. It expressed a passion to
include fully in the national society certain
formerly 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 con-
temporary Latin American scene. Without
this mystique, the Alliance for Progress will
become simply another American aid program,
larger than its predecessors, but not « co-
agmﬁv& process for bringing about a real
change in the standards of living and sense
of participation in progress of all clusses of the
Latin American people.

Based on a series of addresses delivered to
Brazilian audiences in 1981 and 1962, the
book, informal in tone, is as significant for
North American readers as for South Ameri-
cans. for the United States is & principal actor
in what must be considered one of the history-
making events of this decade. An uppendix
contains the full text of the Declaration and
the Charter of Punta del Este.

Lincoln Ceordon, as Professor of laterna-
tional Economic Relations at the Harvard
Business School, was working on a study of
Brazil's economy when President Kennedy
called him to Washington to help draw plans
for the pew Alliance. He became Ambassa-
dor to Brazil in 1961
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