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one team, each losing their second franchise during the
;upP"“ ¢ teams found ways to remain and even expand. When
19 30s. 0 Y‘h 5 “ied to build Maple Leaf Gardens in 1930 he garnered
of buﬂdjng costs by offering shares to the construction
som o parﬁal payment. Tickets sales were but one waya
md:si ockey franchise made money and when national radio
g:fadcﬂﬂ’ oan, it opened a number of other revenue streams such

ts and advertising that allowed the teams to remain
ﬁmblc in the Depression.

when Canada slid into economic depression in
R some cases whole co:nmunines
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This was particularly true in the United Kingdo'm
which had established strong trade relations with
Latin American states after the wars of .
independence. They capitalized on pre-existing
relations to increase their importation of food;
Argentina in particular profited from this
exchange, exporting beef and wheat to the UK-
There was also a growing market for the tropical
fruits that were being produced on US-owned
plantations in Central America. The onset of
refrigeration on ships allowed this market tO
flourish and United Fruit Company profited
tremendously as it could ship tropical fruits to its
home base in the United States. Lastly, the demand
for Latin American minerals and natural resources
that had dwindled in the post-revolutionary period
once again became important; Chilean copper and
nitrates were exported to Europe to support its
industrial sector.

While the export market for primary produce and

natural resources was thriving, Latin American countries were slow
to develop their own industries. Textile factories, construction
facilities, food processing and beverage industries did thrive on local
initiative, but they remained a very small part of the national
economy. For most finished goods Latin Americans had to rely on
imports. This set up a dual reliance on the export-import trade: Latin
American countries were dependent upon the export of resources for
income, but they also relied upon foreign imports for industrial
goods.

The powerful élites felt that their own countries lacked the educational
and technological skills needed to develop a strong industrial base.
Rather than nurture a local sector, they encouraged foreign investment
and ownership in such endeavors. This was the case in Mexico where
the economic liberals called themselves the centificos and promoted
incentives for overseas investors in Mexico. US investors flocked to the
country, buying land for mining and railway construction. While
Mexico did benefit from these companies, the majority of the profits
went back to the United States, and the government itself had very
little to gain as their own incentive schemes granted tax-free or
reduced-tax status for foreign companies.

The United States was not the major tradin, ! ,

In 1913, two thirds of investment in the reggimeﬁf)rrolriutgeﬁljn?n;a.
Kingdom. This was followed by the United States, France and nite
Germany. During the First World War, Latin America on the =
benefitted but the weakness of the system was beginni S ole

the European countries faced economic hardshipsgnanudmsllow show. As
from the war, the wealth that had previously been generat ;ecovel’Y
export—import model began to fade and most ed by the

; Latin g
had reached their peak market value even before th??r:\r;;an €xports

The supply of Latin American goods began to oy

pefore the onset of the Great Depression and 3 tstrip demand even

ovided some early

Women working in the et
sector in Honduras.
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2ing SIENS for those who tracked global trade. Since their

mies Were dependent og t'he prosperity of those with whom
Cconmde d and the policy decisions made overseas, Latin America
they oty susceptible to the fortunes of its trade partners. Argentina
.,as_“’led its peak price for wheat in March 1927; for Cuban sugar
g ;s March 1928; and Brazilian coffee hit the same apex in Mar'ch
19";’9- This shows that the basis of most Latin American countries
lere Jlready on a d'ownwar'd sl_ope. The Great Depression served to
N cerbate existing issues—it did not create them.

The onset of the Depression in Latin America

The initial effects of the Depression were similar to what was seen
clsewhere. As the demand for goods declined, there was less inflow
of capital. This, in turn, meant internal deflation, the fall in value of
Latin American currencies and a rise in unemployment. There was a
fall in foreign investment and most countries found themselves in
financial trouble as they were significantly indebted to foreign banks.
As the banks themselves faced collapse, they also demanded an
immediate return of their investments but in most cases this was
impossible. Protectionist measures in other countries also made Latin
American goods unaffordable. The decline in revenue meant that
Latin American countries could not repay their debts or keep
governments afloat. There were exceptions: Venezuela’s oil and
Honduras’s bananas kept them solvent, but these were anomalies.
Most countries were facing economic collapse.

The immediate effect of the Depression in many countries was
political change. Placing blame on the existing governments, there
were a number of coups d’etats. In the year after the Wall Street
Crash the military took power in Argentina, Brazil, Chile, Guatemala,
Honduras and Perti. While their treatment of the population and
respect for the rights of individuals were dubious at best, they had at
their disposal the mechanisms to change economic policies to address
the crisis. From the Depression onwards, state intervention in the
economy became the norm.

There were several approaches to addressing the crisis. The first was
government regulation to stabilize the local economy; governments
set prices and established maximum levels of production (sometimes
this included the destruction of surplus goods). This was done to
bolster the existing economies and help them regain their strength.
The second was Import Substitution Industrialization (ISI). The goal
here was to encourage the creation of homegrown industries to
feplace Latin American dependence on foreign manufactured goods.
Lastly, governments tried to keep their international markets open

Y engaging in bilateral trade agreements with industrialized
COuntries,

iu Many cases, the policies led to a rapid recovery; mining and
gnculmre were not as hard hit as the industrial sectors, so these
Eczﬁz@ could be used to bring about recovery. Additionallx, the
ingl dlmc model that had been adopted prior to the Depression
o0 4 Close relationship between banks and the government.
andial reforms of the 1920s included the creation of central banks
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: is m
and regulatory institutions with clearly defined rlll:;rrl;tl:an in other
government intervention in the financial sector €& d egged their
countries. Many countries left the gold standard an pite difficult
currendies to the US dollar, aiding their recovery- DesP 1t on their
financial times, Latin American countries did not defau g abont
loans, and used nonpayment as a temporary measure L

recovery and keep faith in their currencies.

Ultimately, these policies brought Latin America out of t(}jleacial
Depression but the social inequalities caused by class and I e
hierarchies that had plagued the region since in.dependenalf G
and were in fact heightened by the economic distress- Thc: e €5 e
that came to power as a result of the Depression did not simply S
to bring about economic recovery; they also had to address socia
labor issues that had languished for over a century: Many leaders _
adopted a populist stance to co-0pt the working and middle Cl&?SCS,l
the degree of success of these men varied and the results of their rule
were contentious.

To make an effective comparison of two countries with striking. !
similarities but also significant differences, the following analysis will
' focus on two countries: Brazil and Argentina.

A‘ﬂvity ...........,

- Case study :
The two case studies provided, focus on two large 3 Did it have any industry? '
= countries that were strongly affected by the Depression. 4 \Who were its main trading partners? :
*  But not all countries were hit as hard, nor were all S !
P s Y] 3
*  countries so large. To that end, choose a Latin American ] da.ss _Snucmre gk ha-ve. '
*  country—other than Argentina or Brazil—to investigate. 6 How hard was it hit by the Depression? '
*  Answer the following questions in your case study: 7 How did it get out of the Depression? '
¢ 1 What type of govemment did this country have in Based on your answers to these questions formulated !
: plaoej? thesi§ on how it reflects general trends in Latin Americ, |
¢ 2 Was its economy dependent on one crop or was it and its difference to other countries in the region. ¢
s diversified? g

.
PP e ETBNOINNOTORNOONDOORONOEDARRNSROUUEO N '
Sencessernnene st
-c-oucnoitoontoocu.oot'

Brazil: the coffee economy

Pri«;r to October 1929, the Brazilian economy was dependent on 15
agriculture, particularly coffee. While rubber, cotton and cocoa we Political leadership of Brazi, 1922
also key cash crops, coffee dominated Brazilian exports. In the 192re Adtur Ber o 1 22-
coffee exports were the source of over 70% of the COUI;try's T . '
Brazilian producers had to strike a delicate balance to preve iy
overproduction while having enough to maximize profits; t}r:lt
not always easy, as the trade was reliant on the Vvagaries (;f ths g
international market over which Brazilian producers hagd no :ont ]
rol.

|
e | To take more control, in 1925 Brazil cr 4
| for Permanent Defense of Coffee. To kee:;:eg);f}; ii‘i)cpaul.o Institute
institute would purchase and withhold its goods fro es high, the
market. To pay for the coffee, the institute received Ethe world
from a transportation tax and took out loans from foreei;‘fmi{e
anks.
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known as valorization, was potentially dangerous
polias Brazilian coffee producers wanted to expand their
d,pge & and other Latin American countries were increasing their
mﬂfke et coffee, thereby limiting Brazil’s dominance of the
Pf"d tional market. Manipulation of supply might have short-
temaccess' but in the long run it would fail as Brazil would not
ferm SU competitive.

policy was successful in the 1920s. In 1927, Brazil produced an
Tb;m of 27 million bags of coffee and as world prices began iz
aﬂfau’ the institute bought coffee and prevented a substantial : R
ease in the price. Then, in 1928, when the coffee crop was small,
 stocks they had purchased were placed on the market and not

only did prices hold, but there were substantial reserves of coffee | : . P o :. Lr &
10 be sold. e o b;* ol ,"ﬂ
There was a small, emerging industrial base in several cities, butitm o ’-:‘.s.-.; -mi\_auqi_{ iy
imited; most manufactured goods came from overseas, meaning Tt R g g U0 ek ; Bd},@f_ -
most profits from export were spent overseas, and there was a NMERTE Y “4 s ﬁ#‘- fi ’ {
subsmmul outflow of capital. While some Brazilians advocated ‘ h

st tanffs and tax credits to stimulate domestic 3 i it
jlization, they were largely 1gnoredby pohcy makem Wi l =
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e . ifficult to
economic situation had been created that would be dlfflcu:]
recover from. Instead, he favored development of the sma
commercial and industrial sectors.

This national economic decline had profound effects for !qCal
businesses. In an informal report to the Sdo Paulo opposition paper
Diario Nacional shop owners reported a 40% decline in sales in
December 1929. Imports were drastically reduced, trade staz_;nate_d
and the small industrial sector sat idle. Planters, who often 11V¢?C.i in the
city, returned to their plantations. They were resentful of Was}'ungton
Luis’s policies, seeing the decline in prices as temporary, anfi his
unwillingness to help them changed their political orientation.

At the same time, a new presidential race was looming between
Getiilio Vargas and Julio Prestes—the handpicked successor of
Washington Luis. In an astute political move, Vargas both stated
support for coffee valorization and the financial propositions of the
Washington Luis administration. This increased his popularity among
most Brazilians; but even so, in the March 1930 elections Prestes won
a narrow victory, which gave an assurance to foreign investors of
Brazil’s political solvency. Almost immediately, credit was extended to
the ailing state of Sdo Paulo which was supposed to use the money
that was not borrowed to service debts (almost 50%) to buy coffee
surplus and stabilize the price. Instead, a record-breaking 29 million
bags of coffee were produced and prices—which had stabilized at

14 cents per pound—dropped anew. Coffee prices fell to 10 cents per
pound and the economy was dangerously close to collapsing. At the
same time, Brazil’s debt had increased to $1,181 million, three
quarters of which was owed by the government. Brazil has seriously
depleted its gold reserves which stood at $70 million. Additionally, the
overthrow of governments in neighboring states made European and
American lenders reluctant to invest further in Brazil.

Approximately one million Brazilians were affected by the
economic crisis. Most Brazilian rural workers were landless laborers
that planters could no longer afford to pay. They began to subsist on
food that they planted between coffee trees and faced hunger.
Those who could migrated to the cities in search of work, but just
as many remained behind, unemployed and disgruntled.
Unemployment was also rife among urban workers, includ
servants. Those who retained their positions were often
months at a time. While there were few civil disturban
country seemed poised for a change.

ing civil
unpaid for
ces, the
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FRNE
deef;ated. But his opposition to the ruling government
and emerging reputation as a charismatic leader made
him the best choice for the role of interim president
after the coup d'etat overthrew Washington Luis and
Julio Prestes. Although he faced some opposition (and
an attempted coup) Vargas governed until 1945,
creating @ new constitution in 1934 and a new form of
go,,emanCe—the Estado Novo (New State)—in 1937,
Vargas assumed dictatorial powers in 1938 after an
alleged communist plot was discovered and Brazil was
declared to be in a state of siege.

In the 1940s, Vargas was known for his policies that
improved the lives and working conditions of Brazil's
poor. While this increased his popularity in general, it
alarmed the upper classes who feared the loss of their
own power. His status was further complicated by the
Second World War. Initially neutral, Brazil declared war
on the Germany and Italy in 1942, to the surprise of
many who had called him a fascist dictator. His
domestic policies included a relaxation of censorship
and a curbing of repressive policies which increased
middle-class support but also brought his dictatorship
to an end. Elections had been postponed until 1945,
at which point Vargas was forced to step down when
Eurico Gaspar Dutra became president. In 1951, Vargas
once again ran for election and won a second term as

=

president. The postwar pokciés. of i
the growth of the Brazil utra had slowed

rowth ian economy and the
conditions in the country had deteriorated. Vargas once

again imposed economic nationalism on Brazil but his
import substitution programs were overshadowed by
political intrigues and rumors of an impending coup.
After the assassination attempt on his political
adversary, members of the military leadership tried to
force Vargas to resign. In reaction, Vargas committed

suicide in 1954 ending his tenure as the populist
leader of Brazil,

Each drop of my blood will be an immortal flame in your
conscience and will uphold the sacred will to resist. To hatred
| reply with pardon, and to those who think they have
defeated me, | reply with my victory. | was a slave to the
Brazilian people, and today | am freeing myself for eternal
life. But this people, whose slave I was, will no longer be
slave to anyone. My sacrifice will remain forever in their
souls and my blood will be the price for their ransom.

I fought against the exploitation of Brazil. | fought against
the exploitation of her people. I have fought with my whole
heart. Hatred, infamy and slander have not conquered my
spirit.! have given you my life. Now | offer you my death.

1 fear nothing. Serenely | take my first step towards eternity
and leave life to enter history.

Getulio Vargas, suicide note, August 24, 1954.J

Political repercussions in Brazil

Vargas took advantage of the situation and, in
October 1930, he led a number of revolts. The
government could not halt the rebel forces and on
October 24 a revolutionary junta was formed. On
November 4, Vargas was installed as provisional
president. While there were deep-seated political
problems that led to this coup d’etat, the economic
crisis created the conditions that made it viable.
Those who previously advocated democracy saw in
him a strong, charismatic leader who could make
decisions to improve Brazil’s economy. From

1930 to 1945 (and again until 1954) Vargas ruled
Brazil. His political dominance was clear and many
argue that it was his charismatic personality that
Created political stability and allowed for a change
In economic policies.

Mixing coffee into tar to be used in
building new roads and highways.

There were, however, several attempts to overthrow his regime, one
of which led to the creation of the Estado Novo, or New State, in 1937.

Ahho‘}Sh his policies were largely consistent up to this ;')oil“{t, the
Constitution implemented at that time gave him authoritarian
Powers. For the economy that would mean varying degrees of

government intervention.

ercsvesen

What was done with the
coffee surplus in Brazil in
the 1930s?
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sponses to the Great Depression
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The economic policies of Getilio Vargas o
To address the economic crisis Vargas implcmenleds scucmpting
policies that both supported the coffee industry while a ing his

to wean Brazil off of its dependence on this crop- H‘TEOLC %\Ialioﬂal
promises during his presidential campaign, he create zi e
Department of Coffee that was under his control but had co 2 idey
flexibility. Effective immediately, a reduction in coffee-t‘ree }f) -
was ordered. In 1920, there had been 1.7 billion trees; that lg'un
had since risen to 3 billion, causing in part the glut in Productlo :
By 1939, the slow reduction meant there were 2.5 bl.lhon treezi
curtailing production. In 1931, the government also mt.ro.dUCC a
program of coffee burning and it is estimated that 60 million bags
were burned by 1939. While these were nominally successful, the
industry only recovered with the onset of the Second World War.

More importantly, the government tried to diversify the economy.
Agricultural incentives were provided that led to significant increases
in livestock and cotton production. In the 1920s, cotton was only
2% percent of exports; in the 1930s, it rose to 18%. While coffee
would remain an important part of the economy, history and culture
of Brazil, its dominance was fading fast. Even in Sao Paulo, planters
diversified their crops and limited coffee production so that they
could farm other crops. On the other side, sugar production

was reduced; Brazilian sugar could no longer compete on the
international market so the government decided to free up the land
for more profitable cash crops.

Import Substitution Industrialization

The Brazilian government reduced its imports by 75% between 1929
and 1932—from $416.6 to 108.6 million—and while exports also fell,
they did not fall as fast, leaving Brazil with a favorable trade balance
despite the economic crisis. Additionally, Brazil’s agricultural policies
kept a large sector of the society employed. With nowhere else to
invest surplus capital, Brazilians (especially the coffee barons) began
to invest in the industries which produced goods that had been
previously imported. The government assisted through providing tax
exemptions and long-term loans with low interest rates. Although
most imports were subject to tariffs of up to 40%, exceptions were

made for machinery or raw materials that were used to help build
new industries.

Vargas strongly supported the growth of indust
international belligerence and the approaching
that led to the greatest growth spurt of the era,
Steel Commission was established, followed b i

Company which built Brazil’s first large steel gl::: I;Z::ﬁ:ral Steel
corporations were founded for the production of iron aircraf

truck engine production and river valley deVClOpmen't oy aft and
corporations were funded by a mix of public and priva'te aese

The government reserved the right to interye S rtaent,

ST ne directly i
of these corporations if it was considered to be i thecl'tlla‘:il(l)]ntat]le’ affairs
. interest,
Another area of economic development was trans

Recognizing the increasing importance of
topography, Vargas encouraged commerci

ry but it was growing
Second World War
In 1940, the National

: Portation,
air tr.an.sport, due to Brazil’s
al aviation ang by 1939

“If you were to ask me what®
the program of the Estado N’
I would tell you that its progr™®

is to crisscross the nation W
railroads, highways and air””
to increase production; 107
for the laborer and to en"

agricultural credit; to %

exports; to prepare the d

forces so that they are al o
ready to face any eventud %

organize public opinion ¥
there is, body and S0
one Brazilian thought

Getiilio Vargas
Speech, July 1938
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ere WeTE nine Br(."izilian companies flying routes that covered over “The Estado Novo does not
3,000 miles, carrying 71,000 passengers, 223 tons of mail and 490 recognize the rights ofthé
ons of freight, whlch-?ccoup.tcd for lh_rec quarters of all commercial individ;ml against‘the collective.
raffic in South Afn@nca. This n_as‘cent mdustrY was encouraged by Individuals do not have rights;
the military: and in 1941 Vargas created the Air Ministry. Railroad they have duties. Rights belong to
expansion also took place at this time, but there were half as many the collective!” ;

miles of train track as air routes. Instead, Vargas focused on road
construction, leading to the construction of 258,390 miles of roads

by 1939.
In addition to a push for industrialization, the government recognized
the need t0 provide more support for and control of labor. The
unsuccessful attempt by the communists to overthrow the

overnment in 1935 gave Vargas the opportunity to seize total power
through the Congress-approved “state of siege” that was implemented
and to recognize the growing threat that labor could play. While still
in its early stages of development, urban industrialization was taking
place and Vargas felt it best to put in place a new labor code that
defined industrial relations. Mirroring other corporatist hybrids, the
economy was organized into different industries and worker and
employer sectors. A law passed in 1943 permitted unions to organize
by plant and industry but not on a statewide or national basis lest
their power become too great. A department of labor oversaw union
finances and elections, and helped create the labor leadership in the
country. Vargas also instituted a minimum wage and a maximum
work week for Brazilian labor.

Getulio Vargas

Constitution of 1934: The law will regulate the progressive
nationalization of mines, mineral deposits, and waterfalls or other
sources of energy, as well as of the industries considered as basic
or essential to the economic and military defense of the country.”
Article 119

Changes to Brazil’s economy

Import Substitution Industrialization (ISI) policies
proved to be successful. Between 1924 and 1939,
industrial output grew at an average rate of 6%

and the 1930s were marked by very strong
increases. In 1941, there were 44,100 plants that
employed 944,000 workers, meaning that most
work was still done in small-scale factories and
plants, and that it was often reliant on hand labor
rather than machinery. These industries successfully
Provided substitutes for goods previously imported,
and they helped to diversify the economy. Due to

:)hs Second World War, Brazilian goods were also Men and women polishing Chevrolets
emg exported, and a push towards heavy industry on the assembly line at the General
Was in place, Motors Plant, Sdo Paulo, Brazil in 1939.

E;:;Oﬂﬁc growth was not evenly spread throughout the country.

depen(:; Brazil's population (40 million) was still land-based‘and

brelhreem upon cash crops for their livelihoods. Unlike their urban =« ===

— n, the rl{ral working class was still subjected to harsh lfv.mg. 0 How did foreign
fions that included low wages and debt peonage, a condition in investment help Brazil

i
hich rurg) laborers, indebted to the plantation owners, worked to during the Depression?

S40sROOBENROCORRDS
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: age
pay off an ever-increasing debt rather than for ;/Vref‘;/e

f factory workers,

continued to rely on coffee as a major source o
reserves. Five states employed three quarters 0

- 7 L3 ulo
concentrated most of the industrial wealth; Sdo Pa

41% of all workers. The interior was largel}" unto
untapped; Vargas tried to encourage migration to
offering 50-acre land grants to those willing to po
and Amazon Valley.

Se0ssceevssensennne

You be the journalist

Choose an ideology, a country and a year from the
following lists:

Ideological focus: Socialist, National Socialist, Liberal,
Conservative

Country: United States, Argentina, Brazil, United
Kingdom, Germany

Year: 1933, 1940, 1945

seasevscsn

essnee

s. Brazil ;
nue, and foreign
and

alone had

uched and
these areas by
pulate the west

o0
> p oo
sssotenEese®

.0 o

Using your choices to establish the.position .of the
journalist, write an article that explains why, in you;
opinion, Brazil has become a dictatorship and how t
has affected Brazil's economy. Are you excited aboyt
or worried by the changes in Brazil? How does yoyr
nationality, ideology and the year in which you are
writing impact on your perspective? If you are feeling
particularly ambitious, do a little research and find oyt -
the name of specific newspapers that fulfill your criteri, :

uuuuuuu LA T T T

In 1916, Argentina made a peaceful transition to
full democracy with the election of Radical Party
leader Hipdlito Yirigoyen, ousting the long-term
conservative National Autonous Party (PAN) and
people were hopeful that Argentine politics would
continue in this manner. They did so untj] 1930
when a combination of forces, including the Great
Depression, led to a military coup that would

introduce a period of militarism and dictatorship
that lasted until the 1980s.

Between 1860 and 1930, Argentina’s annual
growth averaged 6.3 percent, making it the
strongest economy in South America. Although
the main source of income came fr m the expory

2 mOdel’m'Zing
ent of loca)

Ing in the 18805
of modernizagg,,

(o)
of beef and wheat, the economy wa

and diversifying with the developm
industries and handicrafts. Beginn
Argentina embarked on a period

entj ‘
+ agins anse tl:qqueros (cowboys) in the 1930s, working mthe
€y had for Over a century, ’
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mth it social changes that threatened the traditional
creole élites. Recent immigrants with an entrepreneurial
ll“daw:ﬂusnew businesses, challenging the traditional power base.
spﬁ”e the people who challenged the economic system, based
These Ve investment (and the UK investments in particular), urging
m%m to pursue economic nationalism.
pritish had dominated the Argentine economy since the late
The century ury and in the 1920s little had changed. Most of Argentina’s
18!h went to the UK; at the same, it imported coal and ' N
from British companies. This meant that Argentina was Jo e Whns b e 7
P’“dmm‘ rly susceptible to the British economy and policy decislons ' R PR _
inLondon.BnnshmVesmrsbmltandownedthe??"‘?. jays and 3 pay el
|h 5 publff bus sysmms in Buenos Aires.
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The impact of the Depression on Al’ge"t'"ad L and for

The crash of 1929 had an immediate impact on thg f;om their crises
Argentine exports. As Europe and America suffcrct' e s
they implemented protectionist policies to ke'cp their s
solvent. For Argentina, this in turn led to an imbalanc edbva
43% fall in the value of its cash crops that was accompan o
40% devaluation of the Argentine peso. At the same nme: i i-n o
were forced to lay off workers, creating high unemploymt}l

cities. Civil servants did not lose their positions but often t 1.6
government did not have enough money to pay them—-cusloﬂlils
duties was a main source of revenue for the govem'mem and the
slowing of export and import made income non-existent.

Most people blamed the Radicals for the dire economic straits.

On September 6, 1930, Yrigoyen was overthrown and a military
Junta under General José Félix Uriburu was established. There was
10 opposition to the military as they marched to Buenos Aires, and
1O one supported Yrigoyen, who was placed under temporary house
arrest. Uriburu took cofitrol of the country and attempted to impose
hard-line military rule but a potential rival, General Agustin Justo,
was waiting to challenge him. Withqut consensus among the
military, Uriburu was forced to hold election in 1932 and Justo
became president, relying on a mix of anti-Yrigoyen Radicals, PAN
conservatives and Socialists. This coalition, called the Concordancia
maintained its power only through electoral fraud and corruption.

While poor economic decision-making appeared to be the catalyst for
regime change, the government continued to follow liberal trade
policies until the mid-1930s. When the economy hit rock-bottom in
1933 the government responded with policies not meant to change
the economy, but to bolster traditional areas of interest and income—
livestock and agriculture. The government established a number of
agricultural regulatory boards that lobbied for protectionist policies
for agriculture that included tariffs, The €W government also trieq 1o
hold on to the relationship with the UK to boost
economic recovery. This resulted in the Roca—
Runciman Pact (1933) which Put restrictions on
Argentina in an attempt to restore Positive trade
relations with the United Kingdom, According to
the terms of this treaty, British markets for
Argentine goods would be preserved if Argenting
promised to give preference to Britjsh Manufactyreq
goods and protect British-owned COmpanies from,
nationalization. This meant the death, of a newly-
emerged transit sector of private bus CoOmpanijeg
based in Buenos Aires, but it was seen as necess’a
for Argentina to emerge from the Depression,

As in Brazﬂ_, Argentine entreprenenrs responded
the lack of imported manufactureq 800ds by tr:
replace them. This spontaneoys Creation of iml'ylng 9
substitution industries came out of necessity bport- Soldiers ;
quickly found government supp. W S0

30

; Uenos Aj : 17, 19

ot The governmen, E?if'"s Pictures ?t‘f\: S et
ury,

O the new president, General José

oo escoveroeevenEne
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rovided tax incentives and tariffs o protect ne

3 4 : s Wi stri sesen TR EEEEEEEEEE R R R 2
while putting protectionist tariffs in place, exce ndustries. Even

ials ; : Ptions were made f i ines react
s andf%(;()ds needed to assist the Creation of domesticO f :)o:}:edfv:rrtgherg\t;vng?
o D a0y o alsD helD create employment Yrigoyen? Why do you

Opponunities and while factories tended to be

S : smal i i i e?
industrialization created jobs. 1 at first, think this was the cas

The state-run oil company YPF continueq to
expand production in the 1930s with the goal of
reducing dependency on oil imports. The oil
companies (Shell and Standard 0il) viewed
Argentina warily as they had just seen Mexico’s
nationalization of their oil industry, and in 1934
the private companies dropped their prices
substantially to undercut YPF’s reforms. After an
initial reaction against this, the government
reached a favorable agreement with the foreign
companies so that half of the Buenos Aires market
went to YPE. This allowed for continued expansion
that stimulated industrialization.

Unemployment continued to be a problem and the
Concordancia implemented the solutions that had

This cartoon was first published in
London's Evening Standard on

been put in place in North America: public works. July 13, 1934,

Despite the cost to the government, it was recognized that work-

creation schemes would support the domestic market and prevent PR U SN i U o
social strife. Public works pr.ojects centered on developing : What does this political
infrastructure and resulted in the construction of 32,000 miles of Q cartoon say about the
highways. Prior to 1932, there were only 5,000 miles of roads; this effect of the Roca—
encouraged the expansion of motorized transport and helped Runciman Pact on the
Argentina move away from its dependence on British-owned UK’s dominions and
railways. Argentina?

- Theory of Knowledge (TOK)

Economic theory and history: Ral Prebisch,
the Argentine Depression and ISI

{ isch’ ies of Import Substitution Industrialization (IS)
::ilflllezreplz;;ﬂl]afitt;‘?::e 19505 after he became difector of the Ec9n0m|c
Commission for Latin America (ECLA). He ba§ed his theories on his A
obsenvations of Argentina during the Depression. Working as a banker, .Ie
witnessed the results of free trade on its economy and argued that while
it had historically led to development in Europe and the (llJn!ted itSstates,
his country’s policies were harming its economy and hindering
development. :

Despite the wealth of natural resources that Argentina pqssessed, »
Prebisch argued that developing countries would never h‘aveb Tnou g
cash to invest in local industry unless they corrected the imbalance
trade that the cycle created:

Raw materials + developed country — finished goods created —>

developing country -©
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The value added by manufacturing always cost more than th#. primary
roducts used to create those products. Therefore, develop
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4 » Latin American responses to the Great Depression

political changes in Latin America

Asin North America, the Great Depression had profound economic
cffects but those are often overshadowed by the political changes
that were brought about, that would haye long-term consequences
while 2 numbef of cou.ntries recovered relatively quickly from '
the economic dlstress,' 1t was under newly-established military
dictatorships or populist regimes that the economies were directed
and controlled.

Traditional agricultural products continued to dominate Latin-
American economies, but the economic power of the landowners
was waning as a new, urban €lite emerged with the onset of ISI. The
corporatist policy adopted in the 1930s by Argentina and Brazil
would become a popular model for developing countries to escape
from economic dependence on the Western, industrialized
economies. While ISI prevailed until the 1960s, its success would be
challenged and argued by economists and historians alike.

Latin American political systems also shifted over the same time
period towards authoritarianism. There were some exceptions
to the rule, but from this point forward, military leadership was
predominant in the region.
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