
ru. Lstin America and the high productivity of the
. United States

The United States is now the principal cyclical centre of the rvorld,

13 was formerly Great Britain, Its econornic influence over other coun-

tries is obvious, and in that irrfluence, its enorntous increase in produc-

tivity has played a vital Part. It has profoundly aflected forei8n trade

and, through its variations, the rate of economic development of the
rest of the world and the international distribution of gold. 7 ,1n, 1-,,. )

The Latin-Americau coulltr ies, wittr their high coefficient 6t ioreign :: ,t -
trade, are extremely sensitive to such economic repercussious. An exi ,.,

amination of the implications oI the phenoiirenon alrd tlte probletls I

it presents is therefore opportune.

It is a well-known fact that, in the United States, prices have not fallen
in proportion to the increase in productivity as th-e i€ierit research o{
Mr. Fabriaant has clearly shown. During the period covered by that re-
search-the forty years preceding the Second World War-n:rnufactur" P'n' 

" 
'

ine production cosLs de<lined regularly and persistentlv. The tnovemetrt '

ot"pi'itrs aia not follow this pat;ern ai.nil*iire-incriie'in productiviry
was irot reflected in prices but in. ircome. Wages and salaries rose as
real costs fell. This did not account, however, foi all the benelits of pre) 4 i: i '-

ductivity. as-an apprecieble patt ol it was passed on in rhe forrn of a
shorter working day.

The increase ir.r income arising out of higher productivity sooner or .
later extends to all phases of economic life through tlle well-known
Process, which need not be recalled here. By virtue of that same process
income has also increased in activities in which technical progress has
been insignifitanr or norr-existerrr, as in cerrain types t-,[ serviies 

-In 
sorne

social groups the increase was very slow; meanwhile the rest of the corn-
munity enioyed advantages which, as the necessary adjustment took
place, i\ad io be vielcled to"rhe former. This transfer, howevir, was usually
o&et by new inireases in wages resulting fi-om still higher productivity.

This fact -llpointed out as a good example of the type of adjustment
to wbich thJftdllE indusniztiiation. of iatir America will nicessarily
grve rise. As productivitv increases with industrialization, wages will
i : - -  .rue' thus causing a c<imparative iriciease ih th€-pii-ces of primary prod-
uctg. In this way, is it! intome iises; Firnarfproduction will gradually
obhin tha. sha-;b of thd'lrdnens ot-ietfini9!16ctan, which lt would

- 
nave enjoyed hid prices declined. Al .i" ,lg_gtg_g!l!S",lagging social

: i l *A  Ur" - , r  r . , \  ' ,  n .. r . t , ; ,  
1  f 5

11 , '
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ECONOMIC DEVELOPMENT OT LATIN AMERICA

Third,: in addition to those Droducts which have undeniable
advantages, there are others toward which demand is diverted by
considerable persuasive power of advertising. New tastes are crea
which must be satisfied by imports, to the Prejudice of those which
be satisfied locally.

That it is not Dossible to reduce the imDort coefficient at the
on the one hand, and to allow it to increase freely in the periphery
the other, under the influence of the above factors, was fully proved
the serious events of ttre nineteen thirties. We now have sumcient pet

spective to understand their significance and to learn the lesson
they teach. One other lact must first be mentioned.

It has already been stated that the industrialization of Latin Arnerica
if wisely carried out, will open the way to a consideiibleifdt€Is€ ir
national income, by giving more Productive employment to vast number

' 
The sreater the rise in income in these countries, therefore, the I
their need to import. This brings us once again to the problem o[

of the population at present engaged in occupations of low productivity

It can now be seen tiat the rise in income so far achieved has
ated the influence of those factors on the demand for dollar

shortage, which demands sPecial attention.


