University of Richmond

UR Scholarship Repository

Master's Theses Student Research

4-1-1961

Factors affecting U.S. marketers' decisions on Latin

America

James M. Frye

Follow this and additional works at: http://scholarship.richmond.edu/masters-theses

Recommended Citation
Frye, James M., "Factors affecting U.S. marketers' decisions on Latin America" (1961). Master’s Theses. Paper 171.

This Thesis is brought to you for free and open access by the Student Research at UR Scholarship Repository. It has been accepted for inclusion in
Master's Theses by an authorized administrator of UR Scholarship Repository. For more information, please contact

scholarshiprepository@richmond.edu.


http://scholarship.richmond.edu?utm_source=scholarship.richmond.edu%2Fmasters-theses%2F171&utm_medium=PDF&utm_campaign=PDFCoverPages
http://scholarship.richmond.edu/masters-theses?utm_source=scholarship.richmond.edu%2Fmasters-theses%2F171&utm_medium=PDF&utm_campaign=PDFCoverPages
http://scholarship.richmond.edu/student-research?utm_source=scholarship.richmond.edu%2Fmasters-theses%2F171&utm_medium=PDF&utm_campaign=PDFCoverPages
http://scholarship.richmond.edu/masters-theses?utm_source=scholarship.richmond.edu%2Fmasters-theses%2F171&utm_medium=PDF&utm_campaign=PDFCoverPages
http://scholarship.richmond.edu/masters-theses/171?utm_source=scholarship.richmond.edu%2Fmasters-theses%2F171&utm_medium=PDF&utm_campaign=PDFCoverPages
mailto:scholarshiprepository@richmond.edu

PACTORS AVFEGTING U,.. 8. MARKETERS'
DECISIONS ON LATIN AMERICA

A Thesis
Presented to
the Faoulty of
The School Of Business Adminlistration
The Univerglty of Richmond

In Fartial Fulfillment
of the Requiroments for the Dogree

Haster of Scilence in Dusiness Admindstration

by
Jomen My Frye
June 1961
LIBRARY

UNIVERSITY OF RICHMOND
VIRGINIA



Approvaod:

Evssnsid .o




Sincerc Approcintilon
coen to

-

o~ 1
10O

-

g
Guldance and Indulmonceo
in the Preparntion

of this Theois



TADLY C7 CONT TS

CHAPTER
I, INTRODUCTION TO LATIN AVITOICA o 4 « 2 o s o o » &

General Information ond PFoints of
Common Ground wilth the Countrlos o o s ae o »

ctatoment an to the Purposc of thio Theeis, o .
11, ECOUOMIC GROWTH AND OPFORIUNITY IH LATIN AVITICA,
Increase In Activily ond Growth o « o s 5 & &
Growth of U. &, Investnento in Latin Anorica. ,
Types of InvestmeniBe w o s o ¢ 6 ¢« o ¢ 5 5 » »
Effocto of thope Invootnentt, « & o » « s « & »
Use O¢ Investmonto, Univernallfe o o o s o o 3

III, HATURE OF T LATIHN AUERICAT VARTED. o « v o s v o

o
v
;534
b
o
f'a
o
&)
ot
ot
e
T
e
»

nrealdown of the Politicnl an
Charactordstics of tho Harket o o o o o 5 = & &
How the Morketls are Changldnre & o ¢ « o o 5 &

Mnt the U, G Invaaﬁaw Should Determine efore

?aainﬂ y Deciglon on intering the Ln ntin Anorican

& &
,;{!.thi‘tgggpayﬂiitﬁlittﬁititﬁ

IVe VATILTING

Markot
Channels of Diodrilbutlon. o » o« = & o o o + s &
Pusiness TrocofUlen o s o & % 8 % £ 6 2 & 8 v b
AQVertinilis ¢ « » o & & & « » @ 5 & % 4 » & % @

- P o
Iopgnl ABRCCUE « ¢ 8 # & & 8 8 & ¢ & & & ¢ v & &

LIBRARY
UNIVERSITY OF RICHMOND
VIRGINIA

PAC

1

b g g
LSRG R € S Y, S R

)
2

v
L

o
et



TABLE OF CONTENTS
(Continued)
CHAPTER : PAGE
V. THZ CRITICAL POSITION OF LATIN AMERICA IN THE
WORLD COMMUNITY & 4 o o o » o o s ¢ ¢ » ¢« s s v o 58

The vital place it ocecuples in the Tree YWorld
Al11ancOe » o o ¢ 4 & ¢ % & & o &« 2 o« » o ¢ s a3 D53

Recomnmendationa of Advisers as to the Foliticesl
Treatnent of thlao ATCA o ¢ » ¢ a o o » « & & » & 59

Preasidential Evaluation of the AYel. + ¢« « « o ¢ ©O)
VI, WHY U, S, DUSIVESSES FAIL WHON THEY EuT=ER 7HE

LATIN AVERICAN HARKET ¢ o o o « # » o« s o o » » o 62

The Pattern of Reoccurring Roasona for Fallure ., 62
BIBLIOCGRAPHY & « o o o & o o« 4 ¢ o » s 2 s s ¢ o o o5 OB



LIST ¢ CRAFHS

GRAXH

Jumber 1, CAZITAL WLCWS 07 UNITED oTATES Qvel

ITVESTITUT (Dy Arens, Tor delcelod Yeoars),

Tumber 2, DIRRCT INVESTENTS IN LATIN AITAICA
.. {5y gnlesy nnd Curvont and Caplial

.
“?:‘C‘n(’it”l’”‘) 4 % B & & & % 5 B 6 ® & ® % @

LIST

{25& ?{Q;\‘V\'{ 5

€ SR

Al

ke Eantobiiat o wp-
‘n‘)egl J

actod ’am‘*{,}, « % v s @

Humber 1, CROYD! ¢ RRo
: (D7 Arc @s, for 5o

MH

Rumber 2, DREAK DO OF LATIN AITIRICAT FOLITICAL UNITS

L]

LR

fes

oy
2
5

Vi

11

12

mAT
ERLN: S5



1.
CHAXTER I.
INTRODUCTION TC LATIN AMERICA

John Gunther'a opening comment in his book titled
Inside Latin America was, "The first thing to say about
Latin America 1s that no such thing exists. What does exiot
are twenty Independent and highly individual countries which
differ from one nnother ﬂtrikingly,"l

. There are many whoe support this gchool of thoughts

and 1t 1s true that the republics of lLatin America vapry
drastiecally in size, wealthy, culture, race, and populations
and are preogently invelved in different stages of politicsl,
economic and soclal revolution,>

However, there are many pelnts of comron pround for
theae proups of countrica,

It was through Buropesn exploration thot nll the
Latin American countricg were born, and it 1s fros the
Turopeans that these republies received thelir cultural secds,
St111l, cultural development and custonm have been greatly
influcnced by the proxizity of thege countrics to North

Am@rica.3

1. John Gunther, Inside Latin Arerden, (Wew Yorlk:
Harper & Brothers, First @dition, 19407, De 1s

2, Robert A, Humphreys, The ”vnlutimq of Medern
atin America, (licw York and London av@ University
rooa, rirst “TFirpt Ameriean Fdition, lﬂ&{S p¢ .
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¥ith the exception of Brazil, the countrles have
all won their Aindependence by Jolnt endeanvor, Brarzil is
a further exception to the rule from language standpoint.
Except for Portupguese~ppeaking Brazil and Frenchespeaking
Haitl, all the Latin American countries share a common
langunge -~ Spanish, 4

In the Caribbeoon section the colonization of the
Spanish republics was bascd on the cconomic value of the
Wegro as a slave, In other scctiong, the Indian wag taken
into slavory., Even though glavery was abollished in most of
these republics in the early 1T7th Century, the masterepcon
relaotionship continued in vorying degrecs until the present
day. DPosgleslly th@f& is etill only é twm»élaaa soclcty In
Contral and South Amorica, 2 |

¥ost of the wealth of tﬁese countrieca 1s controlled
by a few powerful families, and cven these familiea arc
often &nﬁarralaﬁed. In wids areas of Bouth America today,
the average landholding is about 2500 acres. 6
8o, 1t is true that thore aéﬁ many econonie, political

and soclal parallels between the ropubilics of Lotin America.

4, Humphreye, op. cit.

5. Frani Montgomery Iunbaugh, ﬁﬁfkating In Latin
erica, (Now York: Printers Ink Book Company, 1960), DP.l.

6, Ibid, P.2.



GENERAL INFORMATION O ZHE ARFA

Fveon the tern "Latin Amariaa“ has bheen challenged
as incorrcct by many authors, fdone, who consider ancestoral
numbers to be the sole determining factor in aflxing names,
prefer 10 use "Indo~Amcrica®™ or"spanish Amerdea™, otill
atherg, who agsoclate the arca with the one«time nome of the
reninsula made up by the countries of Spain and Portusgal
refer to the republics as "Hispanic-America®™.

"Latin Anmerica®, evon thouzgh admittedly inadequate
from o purdst stondpoint, 1o stlll the name which has come
%0 be sanctioned by the most wideapread usape as apclying to
that portion of the Wew Yorld whose Yuropean backarounds are
not Anclo~Zaxcn, Thls area extends south from the Rio Grande
Mver 4o Cape Horne nnd includes the Caribbean Islonds and
Berruda, 8

For purpoges of thie thesia, the aren r@ferfeé to a8
Latin Anmerica will be treated zg one single block of sceonomice
and marketing potential, However, cowparlsons and factors of
differences will be drawn beitween the individual republics.

Te countries in this nrec, whieh for centuries hove

becn boxed off, even from thelr counterparts, by natural

7. Fhilip Leonard Green, Qun Latin Amerdocnn Nelrhbors,
(Hew Yorkt: Hneiinge House, 104L), p. 3.

8. Ibid.
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barriers, today present onc of the greatest marketling
challenges and opprortuniiics of our tims, 9

Latin America covers & land arca of about 7,900,005
- square miles and 1s stretched over a distance roughly
three times the wildth of the United States. It s
intercating to note that this areo accounts {or approx-
imatoly 15,2% of the world's land, 20

Population of this arca is now estlimated at over
190 nillion pafsonsg This contraste with a population |
ten years ago of 112 million, W1th.ita current annual
growth rate of 2.,4%, population in expocted to reach over
270 million by 1965, and excecd 300 million by the early
19708, 11 | |

Iyen though there is n definite surge in the
population of Latin Ameriea, currently almost 75% of the
land area is virtually unsettled, 12 Te arcap of high
density populstion center around the power linss, air
fields, rallroads, rivers, hlghways, ete, Thraughbut tho

9, bunbaugh, op. . clt.,; Pelte
10, Ibiﬁ* Pe 203,

11, J, Walter Thompson, The Lntin Ameplcan Markots,
(New Yorks MoGraw-Hill, First Edltion, 1O5G), Pa 3e

12, Ibld.



5
entire pection thore 1s a deofinite trend toward urbanigate
lon, thouch most of the countries are still overvhelmingly
rural. 13

Fron o natural preaources standpoint moost of these
rerublics are blessed, To date much of this natural cconomic
blensing is untappeds Some of the republics, such ag Argoens
tina, Chile, Zrazll, Peru, Colunbln, Venemuela, lexlco, and
Guba are far shend of thely nelghbors In the utilizotlon of
their naturel rosources, 1%

Induatiry, which Tor years haos manufactured only the
eanentiale for everyday livins, now has progressed bheyond
that stase in sany countrics, There are stlll no wellebalaonced
industrial ecomomies in Latin Anmerliea, even thoush much proe
gress has beon made by peveral of the republlics, 15

The paranount deterrents ¢f progress in latin Arerics
today are, in many casesn, those which arc common to 2 number
of the countries, 16

There 1s o decided lock of communication ané {rang-

portation means (which adversely effecets dlotribution)s

13, Ibid.

14, ﬁumphreys, ons 8lte, Da Cs
15, Ibid, D 10.

16. Ibid.



and o shortage of fucl energy, teehnieal training, and
caplinl avallable at reagonable ratep. 17 y1thin the noxt
several years, by independent nationnl effort, outslde help
from other eountéiea, and corporate investment, it is reae
sonable to expeet thnt many of these roadbhlocks will be re-

moved,

FURPOSrE OF TUIS TUEGIS

This thesis considers the coononie growih and oppors
tunity of Latin Anerics og 1t relates in poneral to the world
market and in pertlicular to the United Sitates maricler,
Effort 1s nade to éhsw the fmpnet which this aren will have
on narketing decislons mode by those who transact intepre
national business,

The nature of the Latin Amerlcan marketing structure
18 discussoed) and similar as well as dlasinilar procsdures
ars noted with respect to the normal mammer of marketing in
the Unlted Staten,

Appralsal of the U, 8, Government's attitude tounrd
Latin Anerice 1l pede, and the mopt common reasons for
busineass fallure (by U. 3. busnineseges operating in Latin

Anerics) are set forih.

17. Ibid,



CHAPTER II

ECONCKIC GROWTH AND OPPORTUNITY I LATIY ANMERICA

Perhaps nowhere in the world today ls there as much
opportunity 40 galn coonomle revord proportionate to creative
business endeavor, as there is in Latin America, 1

Frank ¥s Dunbaupsh, wmorketling authordty on laotin Anere
ica, dramatically Lllustrated its Ainportance by saying, Latin
America's population is nmushrooming at the highest rate of
any'major world arca, Today urban populations are imcrﬂasiﬁg
from two to four times aa fost ag arce the urban populations
of the Unlied States, Tew induptrics are beling founded eveory
month, Roads are belng cut throush Juncles and mountaing e
city shkylines gprout --- now factories, orouwdced snpermarmﬁts,
- modern alr terminnla, luxury hotelg e« apre chancing much of
the Latin American landscope,”

“Private Investments of U, 8, corporations in Lotin
fmerden have growm from four billion dollars to more than
eight billion dellars in ten yrars. These divect 1nvﬁatmanta
are defined, by the Dept, of yamm@ﬁaﬁ, an belng the equity or
anershim in the ﬁtne%, aaﬂnlua, &anwutcrw debt or other lia~
bilitics of the forclsn enterprise, The manner of channcling
thege inventments (through subsidlary or otherwise) 1o lmmat-

erial, Imports of latin Amerien have gone from a prewar 1%

1, Fronk Yontgomery Iambaugh, orketinge In Latin
America, (lew York: Frinters Inx so@k mnﬁyuﬁg, O0C0), De Ga
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blllion dollars yearly to over oight bAllion 10007 wwwe
may be over ten billion by 1965." 2

Latin Amerdcats cconormic activity has doudblad in
the last twenty years, to the polnt that tho Groos Hatlonal
Froduct of the entire nren i progently inercaning at the
annual rate of 5%, This rate of GIP incroase, poreontoarss
wineg 1o much higher than that of the United Stntes, 3

Consumption of goods ond gorvices of ithe ILotin
Americon reputlics ta&nﬁ io ot about B0 LIllion dollars per
yeayy, as compared with sbout 39,0 billion ten yoors ago. %

Production of approximeioly €O billion dellars woprth
of markcotable goodn on an annual bhasis 1o alreoady o roallity.
Thla nmeans thnt the per caplta average gross product fop
the entire arca is about 320,00 per year, Z

Trade with Torelisn countrdcs in 1958,for the republiles
of Latin Americn, amountod to {16,506 million, This wap
node up of 88,139 milllon of cwports and 88,367 milllon of
importa, The 0,139 million emport Cigurc comparcs with 1047
exports of 85,900 nillion snd the 1953 figure of #7,700 milllon,

2. Ibidy covor page
3¢ Ibids Pe G

&, Ibid.

Sy dbidy e 204



Relative to past yoars, the arca's inport volume hag also
incereagsed conalderably, In 1947 the sane countrica' inmports
were £5,9 billion, and in 1953 tho amount was 6,5 billlon, 6
Befors the last world way the toinl inmports for these
republicn wes approxinmately 21,5 billlon per genr, with
 Zurope furnishing about S0F of the total, Fow, of the tolsl
lmports, the United Stotes supplica anbout one halfl, with the
Muropssn countriecs ascounting Tor around 207, Approximately
10% of the import trade in Latin Anerica in 19572 was oone-
dueted betuesn the varlious couniries of Latlin Amerlen, 7
The incrcass of economle prodpority in most Lotin
American countrlos is evidenced by the tromendous incrossc
in its consumptlon of luxury ltems such as radlios, notor
- vehieles and telephones.
It would sesm to the entrepreneur thot proportionate
oprortunity follows coonomle growth, This prowth znd potential
has shown itoell in Latin Amerien, and faresichted efficlent

buslinessnen have, and will eontinue, to henelit from 1t.

GROWTH OF U. . INVESTYUNT IN LATIN AIRICA

United Stoates companics hove beeon inveasting capital

T+ Ibide
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in Latin Amerlea for many years, Even prior to 1229, Latin
American investments accounted for almost one~half of the
United States overseas business ventures. Invesotment In thle
arca hag been rislng steadlily, excopt for the years of the
U. S. dcpremssion, to the point that a total of 20 billion
had been placed in investments by 1957, During 1958 and 1959
there was an increase of over 127 in tho invesizonts in thils
region, to the point that U, 8, companies had approximately
!9 billion worth of Latin Amecrican investments, O

The flow of capital into thls area from the U, O
often fluctuates rather sharply. The 1946 to 1955 anmual
averare of new investment was slightly over 5200 million,
while the pealr yonr of 1957 tool the ecapital flow to approxie
nately 21.2 billlon, 2

According to o Departnont of Commeprse survey, the flow
of capital into Iatin Amerdea hng Tor s numier of years risen
steadily, 10 Graph number 1 ghows capital flow to other world

arean for golected yoors,

8. Sam Pizer & Frederick Cutler, U. S« Invegtoontg
In Forel:n Countrics, Office of Dusinens Econonlcg ol the
U. Se¢ Department of Commerceo, (lashington: for relense on
Docenber 12, 1960), ns Ta

9 * I‘i}iﬂ P

10 A Ihiﬂ L



GRAPH NUMBER 1

CAPITAL FLOWS OF U, 3, OVERSEAS INVESTHENT
(By Aveas, for Sclccted Years)

aa )

1957% 1956 1950-55

Billions
Of bollars
1.5?—’
1.0 §
0.5
L. Yo
o | N
Iatin urope Other Areas
America

# Data not reovised and therefore not completely comparahle
with other data, -

Source: U. S. Department of Commerce, OfTice of Businecas
Teonomics, Balance of Paymenta Division,
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In periods of resource developrient on & concentrated
basls, larse anounts of investinent is placed by the prreont
cozrany in a relatively short porlod of dime, Such wag the
ecage, generally speaking, in 1952, 1956, and 1957, 11

Turing other perlods, such as 1954 and the latter
part of 1959, activiiy of the iype which requlres lavrge suns
is reduced, 12

Reagons such an these agecount for the Tnet that the

Lotin Amcrican investnent pleture hoa "penlg"

and "yalleya",

There have Deen other fluctuastions of enaniinl invogtie
ments from o book value standpoint, becnuse of adjustments in
the exchonge roto Jor somr of the currencion,

H

For example, the 1957 Bool value of dircet inventnenta
in Latin Anmorien was about 83,5 billlon larger than the volue
fabulated in 1990, Veneogucla accounted for ahout one~third of
the increase, and substantial salina were nlso reglstered in
Hexleo, Feru, and Cuba, Zrazil receclved on amount of eanplin
pecond only to Venemurola, tut wvalueg in Drazil were deaply
cut By the depreciation of the eruzelro, Investnents in
Arpontinn were sinllarly effceted, 13 1% phould e noted
that, viiile deprociation of curreuclies cnupes bool vnlues in
tornp of dollars to deellne, there 16 no corresponding loss

of productive capacliiy to the host éﬂuﬁﬁr?g

llq :i, :ﬁ,v iﬁ,_t
12, Ibid.
134 I08ds e Te
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TYPES OF INVESTNTS

Potroleun conaumption, on 5 worldwide hasis, hog
experienced a tremendous upswing since ¥World War IIJa To
help meet thls demand, U.S5. companics have Incurrcd heavy
expenditurcs in Latin Anerlca, particularly in Venczucls,
To bulld and mainiain the refinerics and distributlion of
potroloum, invesiment in this caitegory, for the years 1950
through 1957, amounted to §1.,7 billion. 3Bince this poriod,
investment in petroleun has Leen consldorably reduced,
oxcept Tor that pgoing into Argentina,lb

The extent of manufnceturing investnmont is caleulaoted
by the volunc of capital which flovwa from the U.S8. to Latin
Amordica plug the redinvestmont of corporate earnings in the
various countriss, For the poricd 195057 this manufoote
urdng investment amounted to £0.9 billlon. 4About 407 of
this amount went into Brazil, Jolombia, Mexico, Cuba and
Venezuela were the other leaders in recelipt of manulsot-
uring Investment, 16

The years prior fo 1980 witnoseged substantial outlay
df capital for mining in Latin America, In addition to tho
sont of extracting the ray material of an ares, mining

incurg substontinl expense in bullding and deoveloping power,

15, n"ﬁﬁ* Pe Bu
16‘ !p‘iﬁ‘
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refinerics, trangsportation, harbors, and community facilities.
Historically, mining money haa been spent to bring out the
copper reservea of Chile and Feru, end iron orc reserves in
Vonezueln, More recently, considerable expansion hae tolen
place in Jomeica and Surinan boecause of bauxdte deposits, 17

In certain industricsa, such as public utilitics and
agriculture, investment haon been relatively stagnant, prine
¢ipally beoause of the bulli-in danger of politicnl seirures
and interventlions, Fublic utility investnment in Latin Ameriea,
by Us S« businesses, has stayed Talrly constant at about %1
billion for the years 1950 through 1957 18

Activity in trade and distribution cstablisbhments has
been qulte different from the public utilitien ond agriculture
fi6ldn, Charp increasc in the loention of modern retalling
Tacilitica, utilizing the marketing methods of U. 3. storen,
has taken place since 1950, Investment of thig type reanched
a record 2600 million by the ond of 1957 +2

Financial type Investments, such as banks, holding
coupanies, and ingurance conpanics are only noderately in-

creaged above the 1950 flgure.

17« Ibids
18; ?33..&-&
19, Ibld.



EFFECTS OF THESH INVESTIUNTS

Bales of poods and‘aefvicen have greatly benofited
from these inveotments, The dollapr valuc of the totnl salen
of goods and services by U.8, dirccteinvestment companics in
Latin Amorica moars {8 billion, This does not . include the
sales of trading companics, A breaikdown of total salen
indicates that $1,7 billion was exported to the United Staten,
£1.6 billion exported to other countries (including inter-
aren trading), and over $4% billton wes =old on the domestic
narzets of the country of origin,

This Tigure on, totol sales tales on new sipgnificance
when it iam noted that it amounts to . roughly one=tenth of the
‘groas product for the ontire area, In namé countrics the
percentage is even higher,
| Wages and aalarics pald by dircct-investment U5,
companics, in 1957 amounted io apprnximatély £12 dIllion,
with the manufacturing and petiroleoum Industrica cach account-
ing for about oneethird of the total, 21

Ag a result of these investments, eoployment was
provided for about onc milllion pergons, Approximately 109
of thip nunber wag nanogerlel, profegsionsl or technical,

20, Ibid.
21; I}Z‘iﬁg Pe 9«}
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United States citizons who woere relocated to the area
accounted for only atout 2% of the toial employaent, and
20% of the category of epcclalists, 22
Cperating expenditurce of thege conmpaniss andunted
to &7 villien in 19573 ezeluding natordal purchnne by
tradling conpanics and depreelotion charges, Turchnge of
material and cost of services amounted to £3,8 billion of
the figure. The tetal includes over {400 milllon worth of
miscollaneous Aimporis Trom the United Statas;, Additionally,
imports of capitnl esgquipnent from the Unlted Statcos wen at
leant $300 million, 2
Tox payment by this coategory of companics was §l.1
1illion in 1957. An o whole this monecy appeors to account
for avout 20% of totnl government revenue for the entire
Iatin Anmordcan reglone 24
| Eﬁrningé of these enierprises eame to 51.8 bBillion
before taxes, and refleeted a net earning of $1,2, Petrolounm
generated roughly 60% of these net carnings, Yanufacturing

3
and mining each sccounted for akout 10%, @5

224 ﬁ}iﬁ_&
23, Ivide
24, Inid s
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Sales by induntry, current expenditurcs by
clasaificat;cn, and oxpendliturcs for plant and aquipment
by industirics glve o plcture of the direcct 1nvastmeéts of
U,8. companics in latin America. Graph number 2 1llustirates
perfornance of dircet investment in Latin America by

industrios for the year 1957,
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GROWTH OF UNITED STATR'S INVESTUENTS UNIVERSALLY

Concurrent with an inerease of natlonal production
eapacity and purchasing power, both here and abroad In recent
yoars, U. S, indusirinl concerns have had a dramatle upsurge
of overseas investment, not only in Latin America but alpgo
in other world arcas. 26

Generally, there has beon o steady universal economic
improvenent since YWorld Wor II, except Lor short-lived world
arco set-baclin,

This, principally, aceounts for the fact that the book
value of U, S. direct private Toreipn invesiments reached 25
billion by the end on 1957 (more than twlce the amount of 19%0).
By tho beginning of 1960 the total universal investnent fipure
overneas ptood at approximatoly 30 biliion, a7

oyen thourh the totnl book value gtands at just over
£30 billion, total assets utilized in thin overseas endecavor
by U. 8, companien (not inclﬁé&mg Tinancial concerna} amounted
te £42 billion by the end of 1957. Cross fixzed assets totaled
832 villlion before d@ﬁusﬁiﬁg deprcelotlion resorves of about

$11% billion, OF this anmount, thirty percent was employed in

260 Ih,:’;ﬁ,, e 1.
27, Ibld, Ds 3e
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nanufacturing, 407 in potroleun, and about 10% cach 4n
utilitices and mining, Current and mlseellancous assegg, .
according to the office of Dusincaas Econonies, Departumont
of Commerce, were reported at 221 billlon in 1957, with
over 407 of this amount in mamulscturing. 28

Aggrepate sales of direct-investnent entorprisen
in menufacturing, potroloum, and nincral and agrdcultursl
commoditics cano to mbout 832 Hilllen in 1957, 22 This
does not include Intorcorporate poetrolcoun sales, but doos
reflect pales botween U,8. combanics dolng business ovors
poag,

Of thooe total pales, over 3% bHlllion waes ewported
to the United Statea, and more then £5 bAX1lilon entered
internatlonal trade, 30

Ag;gwga%ﬂ rroduction cutlays abroad plus toxsg pald
to Torcipn countrics by direet invesinent U.S. companies
cane to §30 Hilllon in 1957, exclusive of goods purohassd
by trading companlos, intercorporate petroleun onles,
imports Trop the Unlted Siates and deprociation charces, 5L
This fotal included service industrice ne well as producors

of commoditico,

28, Ibld.
29, Ivld,
30, Ibid.
31, Ibdd, pafe



Wages and nalaricsa pald ag o recult of these
inveatnents reached almost {7 billion in 1957, For the
pame year purchases o materinls and services were {17
billlon, dircet end indirced taxmcs cbout 347 LAllion and

10
other coats 1.7 billion, -7

Over onc-holl the wages and
salarics ordiginated in the manulacturing oporatlions, whlle
petroleum concerns accounted Tor COF of the iaxes pald
abread, The companics also added to fornirm incomes through
lorpe copital outlays cnd poynmonto of Anteront and dividwndQQBB
Ovorell nct earnings of the dlrectwelnvestmont
entorpriscs in 1857 agprepated nearly $4 villion, of wvhich
some £ 2400 pillion secerucd to foreign equity particlpants, 34
Cn en sroa besis, Latin Amerlca accounted Tor aboub
30% of toital not enrmingsy Caneda for 203, ond Sureps 5nﬂ
the MLddls Tnad for ahout 15% cnch, 35
There sro some 10,000 dircet-luvestrint onterprisca
of Ul.B. orisin seattsred about the world, Over 3,000 of
these alfTilieion are in Latin Aperlcn, Canada ond Ewrope

ench have sboul 2,700, 36

32, Ihid.
3. Dge
She IbAd, Pebe
35, fbdd,

A ———

36¢ Ibid, PaCe
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Of the total direct investnment, nearly three-quarters
is inveated in onterprises Ain which the United States company's
equity ownership 4s 957 or nore, About 204 of the invaatment
is in the owmorship range of 507 to 957, ond in only about 57
of the cases doen the owmershlp by U. 3, eémpaniaa reprogent
equity participation of less than S0%. In general, the Departs
ment of Commrerce figurcs show that there is a tendeney for
never enterprises Lo hove a somevhat higher proportion of
forelen equity partliecliration. 37

A conparison of inventment by Undted States' companios

is shown, on an area basls, by sclectod yenrs.

CUMULATIVE ,
By Areas, 1920 - 1959

{311140ns of Dollars: Dook Valueos)

122% 1846 9r 1057 1959
Total 7 » » 2 %%‘?% 25& 2 29 Q?

Canada 2.0 2.5 346 846 10,2
Latin Amerioal 3.5 3.l 4,6 8.1 5.0
Rurope 1,4 1.0 1.7 b B3
Hiddle Enat and Africn ol o2 1,0 1.8 2,0
Other arcos 5 o «9 2.6 3.2

1s Including Earopean dependencles.

fSourees U, 5. Derartment of Commerce, O7Tice of Duninens Eeononles

37. Ibid.



CHAPTER IIX
NATURT OF THE MARIET

Table 2 pglves the breakdown of political units which
comprise the area referred to ag tho lLatin American market,
TABLE 2

BREATZDOWE OF LATIN AVESRICAN POLITICAL MMITS
A, The Carlibbean Islands and Bermuda CGroup

Bermuda, U, K.
British West Indica
Bahoma Islands
Barbados
Janalca
Caymon Islands
Turks and Calcoa Islonds
Leeward Islands
Antigus
Montoerrat
8t. Cristopher-llevis
Virgin, U, X,
Trinidad and Tobage
Windward Islands
Dominlca
Grenada
8t. Iaecia
gt. Vincent
Cuba ,
Dominican Republice
Prench Yest Indices
Gaudeloupe and dependencics
Martinique
Haitl
Netherlands Antilles
Leeward Islandn
56, Maarten (8t. Mariin)
8t. Bustatiug
‘ Saba
indward Islands
85t. Guracro
Araba
Donalire
Puerto Rico, U.8.
Virgin Islands, U,5.
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TARLE 2 (contimued)

Central America and ¥exico

Aritish Honduras

Conta Rlea

¥l Salvador

Guatenaln

Honduras

Voxico

Hiearocsus

Panann, Including the Canal Zone

South America

Argentina
Polivia
Drazil
British Guiana
Chilo
Colonbia
Epundor
French Guians
Paragzuny

Poru

Surinan
Urugusy
Venezuela

Source: J. ¥alter Thompoon Company, lMNew York Cliy
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The Garibbean Islands and Bermuda group account Tor

about 9,377 of the total Latin Americon population and about

1.15% of the toial lond area,

total population and about 12,257 of the land ares, °

1

Central Amerien and Hexico have about 21,81% of the

The South Ameriean pgroup contalng about 685,327 of the

total porulation and about 86,774 of the total land arco., 3

{Mew York, Melraw-Hlll, First Tdltlon, 1956), D+ 1s

1. J. Wnlter Thompaecn, The Lotin Aneriesn Vartolg,

2 % I‘i)&é ¥
3 * Iblad,
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CHARACTIRISTICS OF THE LATIN AUFRICAN BARENT

The techniquca of marketing in Latin Amerlea are not
as far pdvanced an they arc in lflorth Amerlcd, YMany marketing
methodn and tools which are of long standing here arce conplets
ely new to our southern neighbors, Specifically, mariet ree
gearch work, stoercotype sales approachas within indlvidual
conpanies, bip sales mectings, intenee advertlsing programs,
¢clear~cut sales area brenk-lowns, and the li&e are virtunlly
untricd in certein parts of the ILatin American nmarket, &

The shift from an ccononmy wholly dependent on agyie-
ceulture to 2 more Industriasl type in a charccteriatie of the
goneral arca, This indleates a maturing of busineas, and
is chanring the chape of the economy. 5 this evolution which
1z developinz soclnl as well oo economie custeoms is probably
the most Inportant single characteristice in the eves of the
potentlisl markoter, 6

Dynanice 1o the work which;heét deacribes the regional
marizet when note i1g tolken of such things as the incone,
purchasing povwer and bBirth rates increagen, Peasants, whoge

forcfathers had practically no purchasing pever now Clnd

4, Prank Monigomery Tunbough, Merlketing In Latin

Amoriea, (¥ew Yorlk: Frinters Ink Book Company, 1960}, p. 7.
5. Ibid, pp & - 17,
6. Ibid.
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that they have discretionary income, In some countrics, auchx
as Argentina, wwil, Venegucla, Mexlceo, and Puerto Rlco 4t |
ia very usuzl for welleplanncd and welleoperated businesses
to phow annual prefiis on Anvestments of between 12 percent
and 15 pereent, 7 |

Tenpite wide éariatiama of geograrhy, lansuage and
culture, & cerialin unified identlity of the various countrieg
cxiots in Latin Amerlca, Thego units, vhich are no longer
isolated, are relatlvely homogeneocun in marketing nature,

| There is a vast alfference in marietilng in urban arcas
as oproscd to rural arcas, The metropolitan recidents, in
éaneral, are adopting many of the buring hablte which we in
the United statos have cultivated, Supermarlrets and large
department gtores ars comconplace in the larger townmse Today
in dewntown citles cuch as lima, Carscas, and Dogota, on
average of one store in every block is being rerodoled, 8
In eontrast, most of the mmeller rural settlements have Tew,
if any, shops whlch earry quallty merchandlss, Mogt of the

buying in thesc rurcl sectiona is in open alr mariets, ©

T« Ibid,
8, 1bid,
94, Thom}ﬁﬁfm, .Q;giz (“1 * g Po 1!‘
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Nationalistic policles in some cases form trade
barriers, wh;le in others thoy act as stimulants to trade.
To conslider all of the meny legal limitatlons, reasons for
thelr exlstgnee and thelr ramlfleatlons 1s a study in liself,
It is noted, however, that they have a very diréct bearing
on tha marketing plcture for the sectlon involved.

Entry into the Latin American market by European and
Japanene manufacturers constantly challenge the United States
firms which do business in Latin America, 10

HOW ARE THE LATIN AMERICAN MARKETS CHANGING?

Many students of Latin American marketing agree that
changes in canditiéns are coming almost dally in many of the
reglona, Trends are detected nlmost everywhere, and many
oxperts agree that there are about slx significant trends in
the Latin American economy which dircctly effect an,approaéh
to 1t 1 i

a. A movement toward more self-reliance and toward
industriaiization. |

Hational pride in many countriess is causing thé hirth
of many amell town factories, It is this locallzed expansion
that 1g placing purchasing power in the hands of many who

heretofore have presented no potential market,

10, Dunbaugh, 0D« _Q_%I,'_d
11, Ibid, p.19 = 33,
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At its preasent rate of indusirial expansion, Latin
Aneries will probably double its indusirial output by 1975%
oven earlier in such ficlds as petroleum and naturnl gos
usage, hydroclectricity production, and thermoclectricity
production, Steol production has doudbled in the past ten
years, and ig expected to asalin double in threc years when
integrated mills are consirueted. Today there 1s a total
of 63 steel mille in five of the Latin Anmericon countries,
Durdng the last decade, wvhen pross Industrial producte
ton in the Unlted States inereased 275, that of Latin Anerica
advenced by 637, according to H, ¥, Balcooyen, exceutive
vice president of the American snd Forelgn FPowsr Company. +2
The trend toward industrialization laprobably the
moat luportant contrilmtor to the changling marieting situation
in Latin America.
bs 4 proving population,
Ag comparcd with an overall 167 increocse in U, 8.
population during tho lapt decade, the Latin Amerdcan popu-
lation increased by 247, There 4s & probability that this rate

of growth will continue, 13

12, Ivid, pe 20, cliting H. ¥, Palgooyen.

13, Ibild, P« 21,



29
The steady rise in population indicates that there
will be a constantly rising neced for goods and scrvices,
proportionately.
6. A trend toward better education, hHetter 1llving
énnditiona, and greater I1ncome for a larger gegmént of
the population, | | .
| Tﬁe achievenent Bf these goals occupies an inmportant
ﬁaaiﬁion in the minds of politicalglegders in most every
. ﬁatin American government, , ;

VA .Eaﬁcaticnal inatitﬁtions}ére heing bullt in many
towvns, dften these schools are the most 1ﬁpreaaive new
bullding in the town,

| Huch improvenent is being made in housing, both govern-

ment financed and privately bullt, in gost every Latin
Americanvcauntry. This in itself creates many new and chale
lenging markets for the investor,

4. A trend toward new stability, duc %o modern.
managerial, marzcting, and money technliques, |

There geems to be o definite move on thé part of the
large landholding families to aiviae the pouer of adninisge
tratibn of theipr properties with a new and riging executive
class,

The public, in pgeneral, is furnishing much of its

own money for capltal expansion.
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Stock exchanges arc playing a more ilnportant role
in the 1ife of Latin Americnons, now that more personal incone
i1s avsiladble,

As the Latine embraco morc of the Unlited States manner
of businens operation, they will nmore reedily react fo droven
nethods of marizcting. Then, and only then, would 1t seem
that the tsochnlques of rparteting rescarch, distrlibution, woroe
housing and tranaportation, sslcs tralning, advertlising, soles
promotion, and advanced rotalling can be capitaliszed upon,

Professor Petor Drucker, of Mew York University's
Graduete School of Dusiness stated, "First, in every ‘undere
developed’ country I know of, marieting in the nmost unders
dovelopod =« oy the loagd developod part of the econony, i
only beeause of the strong, porvesive prejudice apninst tho
tmiddleman',

"Ag a regult, these countrlca are stunted by inabhility
to makze offecetive use of the 1ittle they have, Markcting
might by itsclf go fapr toward changing the cntire cconomic
tone of the existing system -~ without any change in methods
of produciion, distriiution of pojulatlon or of Income " 14

It 1la thls modern concept of narikoeting whiech pust bhe
gold to the Latin Americans 17 ihe Unlted States is going to
perpetunte and expand its share of the business world

inmediately south ol us,

14, Ibid, p. 25, clting Pelor Drucker
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2s A trend toward uniting Latln Amerlean nations into
comzon narkets,

Even thouch the feeling of self«dependence is high in
the republies, thers 1s elso 2 common front among the ebuntrica
in an effort to eliminate barricrs, terdfrs, and other trade
reatrictions within cortain circles of countrica. Thin, of
course, is a move toward economlc golidarlity amons smaller
countries whioch could profit by consolidation imta larger
trading units. 15

This rovenent was spurred by the succcss, to date, of
the European common narkel,

The West Indles Federation is an example of this
congolidation, Ten former British colonies, comprising a
land arena of about 5,000 squere miles, and o population of
almost 3,000,000 have formed this block, 10

Thers In algo a comson narked treatj of the Central
Amerdean scctions of Cuatemala, ilonduras, Nicarasua, Costa
Ricn, and ¥l Salvodors This proup will e pore tightly bound
in 1ts trading vhen the new Fan Amoriocnn highway makes trading

bhetween these counirles pospible without shipe or vlanes,

15, United Nations Department of Econcmic Af'falpa,
"study Of Inter-LatineAmerican~Trade"”, prepared by the
Socretarict of the Foonomle Comnission for Latin America,

1957, pp 41 « 59,
16, Dunbaugh, oD gite, Do 274
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Replonal groups in South America are in the proceons of
forming, and thore arc proponcnts of s Caribbean Markoting
group. |

Fore cncompansing in this consclidatlion flcld 4s an
effort, monde undor the ausplces of the U, N, .conomic Come
nlsslion Tor Latin America, which would creato one huge mar-
keting blecl: for all the Latin Amerlecan ccuntrics.

Pronincent Latin Ameorlcans have mot in Santiopo, Chile
and later in Meoxico Cliy to draft dotnlls of this rlan,

¥ajor points of the proposal are thats (a). Tho nare
ket 1o to be open to all Latin Amerdcen countrics; (b). It
is to cover all poods,products and itcme ereated in thc.area,
custom dutics on vhich are to be reduccd graduslly; {(e). Lospe
aﬁvanécé countries will got spccial conasideration: (4). fvente
unlly Latin Amerlen will have onc tariff vig-a-vis tho rest
of the world: (o). Speceinlization of indusirics wilhin Latin
Anerien is 40 result from the frec play of the ccononlce forces
only; (). Multilateral payments will be made within the roge
ionel market; (o). Yhen a nember natlon iz in a tichd finance
1al ppot 1t may invose tonporary import rostrictions; (h). Ag=
ricultural inports may be reatricted A farmers of o partis-
cular nation are too hadly disloeated by frec trode (1). Heae
surcs nust be token to prevent unfalr cémpvtibiom. 17

Additionnl studles in the ©icld of common nariteds hove

l?; Ihig, ?‘ 29«



33
been undertaken hy organlizatlons such as the Roetefoller
Brothers Fund, Thin group hasg atteéptea to Torm weetings of
Ue Sy Cnnadian, and Latin Arerican busineoemen in an offort
%o forrmulnte plang to aclileve the deslrable results fron
comron market arrangemonis,

£« A trond toward o world-wide riecwpoint on the part
of American snd other companies, regording merketing operst-
lons outslde of their native couniry.

Indications are that corporate heeds are no longer
looking 2t the Latin American nmarikets In teras of what oniek
profit, in the form of dollars, can be recclved, Ingtead, the
move sccms to be that the cornorations are willing to roe
invest the nonoy of the concerned country in the perapective
of long-term ooportuniticn,

In outlining the forermoing tronds, no ovoluation or
raletive wvorth was placed on them, This is because thelyr inme
portance will vory with the industry or country involved.

In consldering the changes which are toking place in
Latin Armorien, theore are cerinin underlying tronds vhich
should he carcfully welchady possibly in the licht of belng
unfevorable fectors to narketing. 18

I1literacy and lock of technleal eledlle, cven though
improving, stlll pregent major marketing obatacles, partle

cularly in the Ticld of printed advertioing medin, 19

lgq ’1%10?"::_'9{131’&, 2_{;5 M,, 411 :‘; - {"’

19' Ihide
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Apricultural production is lngging behind the inercone
in population, This may prosent marketing opportunlﬁy for
some, while proving to be & detorrent to otheps, 20
Transportation costs, on the average, are considerably
higher than in the U, 8¢ In some csaco, costs aru as rueh an
ton times that of the rates hore. Unlems there 1s immedinte
improvement in this fleldy 1t mny seriously rotard develop-
ment and marlteting techniquaé‘ 21
| Fuel Amports, as a percentagze of total imports in on
the rise. They accounted for 8,69 in 19%0, 10,67 in 1952, and
12,5% in 1953, Fuels are limited and inaccennible, 22
, nzport lines are too naprrow and are not develoning
evualy. Too few products are offered, and these tend to be
in very competitive lines on the world market. 23 & brosder
bage of oxport poods 1s‘neeae&*
‘ Inports also nre irrogular. This 1s primarily atiribue
table to the dlsponition and regulations of the various cnuntrieggaﬁ
The point to remesber as beling pararount 1@ that the
Lotin American mariet 1o anything but stagnant, It is ever-
changing,. To gucceassfully compete in 1%, o firm pust be longe
term in plang, but flexlibloe eﬁou@h to adjunt to porledic

chanzes ond nmarket Tluctuntions,

20, Ibid.
21, Inid.
22, Inid.
25, Ibid, .
24, Ibide
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WIOAT ZH2 U, 8. IDVEZTCOR SUCWLD DETERNINE BEVCRE MARING A

DLCISIOH ON ENTENING THE LATIN AMESICAN MARZET,

The speciflie mechanics of marketling a given good or
pervice in Latin America will vary comewhat with the nature
af the Industry, good, or serviece, There are, ﬁowcvar, orie
teria which should be consldered hefore Féaching.a decision
on such marketing matters. Ceptaln atays,'aueh ag those which
follow, should be taken In ossimilating information on the
potentlal market,

A. Fvalunte the considered market area as & whols,
from the stondpoint of dlgposable income, wages, average
family Aincome, retail enles, curroncy and exchange, imports
vao. local production, climate and toprography, and the attitude
of govornment burenus,

Look at the area as 1t exints ae & market for your pore
ticular rood or service, This would be done in much the aame
manner as o progressive nmarketing orgonlzatlon would view lts
sltuation in the United States, fron o competlitive standpoint,

Among the Ytems %o be serutinized wculdlhas

8. Tho consumption of similar moods by volume and
value, over a period of seversl years,

| bs The trende in loesl §roauation'of aimilarvgocds

or services. |

c. The poientinl sales over the forthecoming several
years, by besi estimﬁta‘

d, A degeription of compeilitive products or services,

ineluding prices, plue an approximatlon of the share of
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the market held by other companlos,

o. The provailing trade discounts, advertioing al-
lowencoes, ctc,.

f. The price structure at rctell oand wholesnle levelsg.

£e The distribution channols of competitors, eoaliber
of their sales forces, and the wages pald to saleoaen
and midﬁl&men; _ ‘

h. The import regulotions which prevall,

1, The avallability of dollar cxchange, ond any dlo-
counts which micht be presents

Js The packaging requiremonts, and documentntlon
niocded, |

Ize The nvallatllity and cost of trangportation, and
orchousing needeod and present.

1ls The credlt sltuation of the arca, potontlial cuse
toners, and your personal cliuation as a Torelpn busie
NEQnman,

me The number of wholesale ond retall outlets nvalle
ohles

ne The consumcrs® preferencea among céﬁpatitivc Proe-
duets or sorvices,.

O« The placoment of responsihility for advertising,
nles promotion, service and warchousing, ns 1t is
divided betwecen nanufncburers, diatri%uﬁdrs and rotailors.

p. The advertising nedin whilech 1s presently and pooe-
gibly avallohle, wlth the rates that apply and other

rolated data,
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G« The attitudes and regulationa placed by the indi-

vidual governmenta,

B, Consider your company‘'s product or service An rele
ation to competitors' offerings in the nmarket involved,
To do thie it will hove to be determined vhether or not
your product or service han any rocognlizable advantages
such ag longer 1ife, betier otyling, lover upkéey,
lower price, easler handling, etes. Determine whether or
not your product or service hng any advantazeous Uls 8,
1dontity. Find cut 17 your product or service is one
which will appeal and be within srosp of o lovwer ine
come groupy and thereby benellt from a growing market,
Finally, determine whethor or not vou ean price se as
to compete with other more entrenched companles,

be. Determine whether there 1s eufficlont company
executive talent which can be loecnted, and can ¢ooDw~
ernte with Latin American distiributors snd dealers.
Latin Anerican businens ventures cannot Iflourdsh with
Just an cccanional viglt by company offliciale from &
home operation, Contact must be constant and cultivated,

0s Conolder whether or not the company can plan,
work out and keep golng o long-ternm advertising and

gales promotion campalnn in a strange new territory.
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This nay be nccosgary if the product or service in not
innmecdintely accepted,
de Apcertain whe%ﬁer or not the company can produce

sufficlent quantity, and poselbly malke changes to adapt
the product or sorvice to local tastcesn, |

ce Eatabllsh whether or not tronsportatlon and vwarce
housling con be made avallableo, and whether or not the
company can walt o reasonatle tine for poyment,

f. Roallze that povermment trade rorulatlons mpay
hamper oporatlong, and thnt sbrupt fluctusntlons In oxe

change nay present roadtloela,

The precooding Toctors of consideorntion to hio cvnle
uated before rmalding a declsion a2z to whothor or not te noviet
“in a partlculayr arca arc those which can protty much be Lselated,

",

welched, and proupcd topether for a net declolon by some prow-
deslignated formuln, lost of them arce of the nature that they
can be assipned n mathematleal valuc or score, rolotive to
thelir offeect on the totnl pleture, Howvovery there Ais onc {ace
tor which ovorlans into every 4tem afZceting Laiin Amoricon
markoting declislons, T™is 1o $he moclologlenl factor, This all-
important uniinown waéghé‘heavily on product or service sales
potentiol in Latin Amerdes; ond i1t is for this rcason that

the marketing man should exmereise cautlon and ghould serk oud
the advice of cxporionced busincsemen who presently have, or
have had, operatlions in Latin Ancrica, hefore malidng o flm

decision to entor the parkot,



CUAPTER IV

BAZCETIEG IN LATIN AVERNICA

HANT REQTARCH

Iven thouch intonne competitlon for business in Latin
Amorica hag helped bring about tromendous strides in nmarkot
research In the last scveral yeare, there arce gtill nony ol
stacles in entablishing o good parkiet rescorch progran in thesc
countrics,

The high cont of colliceting data on a martet is noneew
times prohibltive, cven to larger companice. Thin hich const io
incurrcd primarlly Leeouse the informatione-patherling crews are
somevhat immobile, The crows, after being tralnod in the ncoune
ulating of data, enmot nove freely Trom onn country or aren
ond ro-apply thelir trainingg as is done in the United ﬁtaaes.l
Therefore, nany conpanicn which are already estat:lished 4in o
country will rely heavily on statistles compiled by their
salen departnent, This mothod has ghorteonings in that ocnlope
men, by nature peem to be lacklng as stntisticilons, ond often
£And it hard to be ol jective in such mattors ao markeﬁ‘rﬁaaarch‘g

Statistics on lotin Amoriean marketing have to be
welched very ¢are§&lly‘ It nust be romembered that industriali-
zation is chancing the saleoe pleture dramatienlly at a very
fast rato, Cutdated datn caﬁ he vory mislendinge. Dven though

consunption in certnin reglons may indicatce a conniderabile

1. Pranlk Montgomery Dunbaugh, Martoting In Lotin Amerlea,
(New Yort: Irinters Int Uook Company, 1960}, p. 67.

2, I:dd, p. €5
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maritet, one must reallze that trado in lesp developed areas s
still transactcﬂ extonsively by barter.B
¥Marizet rescarch worlk isg hanpercd by the faet that locnl
dcalers are soncwhat guopicious of inTermatlon-rathering, and
consider it to be o Torn of spying.

About the only generol advice which enr bo offerced In
the natter of marlket rescarch ig that anyone undortnking such
a progran in Latin America should cccp the speelflie repenrch
ohjeetives well«defined and alwaye 1n viow, “ven the oot
trained presearch intervicwers, under more idenl climunmotoncen,
ean bLring outl information as it pertains to only & fow epcele-

ficd resecarch problomp,

DICTRINUTION CROATIZATION

If, after connidoring the varicus ramiflcetilens of n
prelisinary study, onc declides to enter the Lalin Anerican
market, the next lomleal step 1o to detersmine the oot appronch
to the aroa,.

The distribution sysicn for Laotin maricting men distrie
wuting in Latin Amerdca 4o slcilar fo that which the U, 2.

retor utllized in thla country, Trom the stondpoint of
channclg, Put fcr the Us S. producor who wanis 1o acll in
latin Amorica the glituation hecones nmoprs compllicnted,

verore congtdering the sctiiing up of a marizeting orponie
zation in Latin Anmerica, an onterprise must Clpst conolidor

organization in its papent conpany, The orpanizntlon must

3e Ibid, Pe Tl.
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goar its internal adnministration 2o hondle terrltorics out-
pido the United Sinten, There are basically Tive types of
organizationel errangonents vhereby the adminlstration of
overseas opcrations con o Titted into o parmnt.orcaniaation.@

&, A bullt-in export daﬁarﬁmcnt.

Dagiceally, this type department functions by
utilizing the servicen cf presont cmployecs In o done
cotic company. The only added cmployces are those
ppeclflceally asslerned to the cultivation of ;uminéaa
in the export mariet. An orpanization such es thin
makes Tor esonomy of operatlony bul 1lto sucecsp or
fallure often:ﬁingaa on the arilitics of an exnort
mannger tg woe buginess fron the forelirmn parhket, ond
then enlibt sanisgtanece Trom department heads within
the domeastic organisatlong in order to acconplish the
Job of pupplying the cxport norict,

b. Scparnte oxport departmeont,

In this scteup, the cxport personnecl devobe thelr
ortorta completely to oversens maricting, ond work o
a goparate undt of the company. "his syoten loglenlly
malzag Tor more enthuslesnm and teamorl: becouse of ite
&u%ongmy, |

ce 'mport Sales Company

When aalop reach o sufflelently hich figure, it

1o probably well to incorporate a separate solcs come

pany to handle export sales, A pubsldinry sush ag this
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gonerally buys fron the parent conpany, ond operates primarily
as o nlddlepan cotablishmont, The performnnce of such a sales
organizatlion can recadily be evalunied hy ito profit perfore
- rance, 17 standards of conmpardison arc renlistic.

de Latin Anmerienn Division of an Ixport Sales Company
This 1s o ropional divislon o7 & world-wide dine
tributlon organization. The reglonal operatlon normnally
comen under the Jurisdiction of a more-~chncompassing
exrort pnlen aﬁm of the parent conpnanye.
c, Lotin Aneriean Sales Export Conpony
For revenue reaéons and tnx concesslonoy it 1o
sonctimes Teasibhle to 1ﬂc0r@ar&£c o poparate latlin Anore
ican coupany to handlo nalese Specizl congidoration is
o"ten given to compoanles which quallly Tor cavephmﬁ
undor the YWentern H&misyhare Trade Corporation nproce

-
nend.?

In catablishing the internal orpanizatlion Tor oversoas
marketing, ihe ageney which bent lends 1tsclf to the nost

approprinte dlstribution of the gooed or serviece should be

utilized.
CHAIIRLS OF DISTOINTICN

The princigzﬁaj, narizeting chnnnels uped By Us Se cOm=
panicn ﬁoing business in Latin “merlon arc manufacturers'

apents, distributors and retoll deelers, In addition to these

5, United Datlons ﬁ@gart%omﬁ of Rcmﬁemig f fa}fa;
tatudy 07 Inter-lntin-ipericon &?&ﬁ@;, prepared by the Scow-
retopint of the FHeonomice Commlaslon Tor Latls Amorien, 1557,
pp & = 10, :
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are goleg branches, branch factories, llicensces, subsidlory
pales companies, and subsidinry manufocturing co«n‘niasﬁc

In sotting the channel o diatributlon for o plven pood
or gorvice, o company munt consider the nature o the itenm to
ve maricted, tho potential 1% has, prosent business involved,
the relativo inportance of the Lotin Anordenn nariet to the
present nariets of the companyg, ond the lavws and busincng
practices which exlist in the Involved arenc.

A brief deacriptlion of these varlous channcle should
bebtor Aldontify them:

n, Lotin Ancrican Honulacturcrs' Heprosentatives

This peorson, vwho rocclves an cxcluslive franchlec
normally {althoush he Crequently roprescnbs sevoral

uppogedly non-conpoiing Ue O, Hnnufacturing connanion),
1s an important 1ink Iin 4he sclline cholne Tirms vwhileh
arc Just beclimning o mariket in Lntdn Ancrlea areo Likely
to utilize the sorvices ol thip opecliclist. Uls funcie-
fon 1o to submié orders to the U. U, monulactupsr {op
shimcont direcetly to the buyor. ?he ropreacntative
worka on a straicht comslosion basls, ond oll credit

arrangements arc nornally nade etween the manufacturer

and the buyer, This type of middéleman is comotines
enlled an exrclusive agend, ond the nctunl prpstice of

his job varles, Some reopreascntatives who eladm to be
in ithis entesory will aclunlly tole posscaslon of the

manufacturer's roods, porfornm nome plorage Munctions,

6, Dunbough, g0 ¢lbas PP 37 ~4L,



AL
and thereby make themselves wholesalers as weoll as represontae
tives, Other middlemen of thls agent type operate as brokersa,
eppecially in the raw nmaterials ficlde. Some go so far as to
oxtend oredit to buyers and perforn delivery, and in effect
malke themaclves factors. }

b, Latin Amerdcan Distributors

Az 8 company's business grows and as 1ts fanile
larity with the arca is suffloclient, the company may
wish %o conduct itg business through direct sssocintions,
In such a case the buslness may progress to dealling
directly with the dlstributors in the individuel country,
just as 1t doos in the United States, These distributors
toke pomsession of merchandise for resale, cither to
dealers, or in somc instances, directly to customers.
They often have exclusive territories, in which case
they handle much of the promotlon and servieclns In their
arec, This 1g parallel to U, 8. dlstributors.

ce Latin Amerdican Retlallers

Usually the Ameprdean monufacturer will hove
little contact with the Latin Armericon retaller, excopt
in & market rosearch way, There are excoptions and tinmes
when 1t 4s well fo conslder the direct amssoclatlon at
the retaill level, This 4s particularly truc when the
good can bhe sold through catnlogs, or the utlilization
of clreulars; or when service in no factor. Dy direct

retaller contact, middlenan savings moy often be affected,
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Other exception to the normal occurs when a U, S,
firm establishes a chalin of retall outlets in Latin
Americaj or when the domestic rcetoller, to whom the
namifacturer may secll, agéin repells to the smaller
retallers In the area,
d. Latin American Branch Sales Cf{lces
Latin Anerican sales offices normally roploce
- dlsgtributors, and therefore operate essentially in
tho same manner as the distributor. They handle aanles
snd provotion in the nyea, On the staff of a branch
snlep offlice usually would e found such persons an
techniclang, rep&irwen, and palegmen, rxcept for the
expense of operation, a branch pales office {because
of its close asscciation with the parcnt company) of-
fera many advantsges for the manufacturing firm,
¢« Latin Americon Dranch Factorics.
franch factories or branch agsenbly plants are
often brought about by tariffs, loport restrlcetions,
Cavailanility of chenper labor, and cheaper praw maters
ials, Of course, dbranch factorlces can be taken a step
furtﬁﬁr, to tho point at which one or more factories
exint in the country where business is conducted. Only
the individunl pituation of the country and the proe-
duct, from & cost siandpolnt, would furnish a bhasle
for decislion on thisg subject, _
. Latin American Subsidiary Sales Corporations

These apre separate companies, incorporated under
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the laws of the country in which they operate., Capital stock
may bo wholly or partially owned by the parent U, 3. company,
except in countries which have laws to the contrary. Mexico
has statutes which, even thouch malnly 4znored by the cur-
ront president, call for 517 lHexican ownership of such compe
anles, 7 | |

The nornal Latin Amerdcan sudbsidiary sales company
funetlons nmuch 1like a branch offlce, except that 1t is more
autonomous,
£+ Lotin Amoerdicean Subasidiary Honufocturing Corpe
orntions,

In the ease of such o manufacturlng oporatlon,
control is véry rmuch decontralized to the polint where
the subslidlary operation falrly well cantrﬁlu its comw
plete funetianing. The parent company normally recelives
product samples on a regular basis, to test for quality
ond to make certaln that producta, which may be produced
sub-standard, are not sold under its brand namea.

he Latin American Linenscos |

This Torm of marketing in Latin Anerlica has boe
cone very popula? of late, This is an arrangement wheree
by en existing Latin Amordean firm 1o contracted with
to produce {to the U. B8, company's standards), and to

digtritute poode.

If a company 1o otherwise cquipped $o0 enter tho Latin

American narket, and can rensonably establlsh distribution

T+ Ibid, ps 41
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through one of the preceding channels, 1t should Go so only
after assuming the proper frame of investment mind,

Latin Amepica ns a market potential should be vicwed
only in terms of the long-range. It should not be considered
an a place to rid a company of outeofe~pgtyle surplus items. This
longerange view pays off, Latins, who are very likely to bLe
buying for the first time, may atick to o particular product
for a lifetime if it is favorable in 1ta'f1rs£ Impression. And
since family tles are sironp in Latin America, it is very pose
pible that one member of a family, who may become mold on &
product, will definitely influence ctherjfamily menbers, '

in the selectlon of apsociates in forcicn countrics
1% is very important that a thorough check be made of the
potentlal affillate, his financlal condltion, his knouw~how,
his experlience, and hlgs socisl and”ﬁﬁiﬁtical“etatus.

Organization-vwise, good compunicantlion and proper bale
ance of authority between the U, 8, officers and the branch
operatlion 1ls vital, Any plan should be definlite and understande
able, It may be either free rein or closely ceontrolled in oper-
ation, but cither policy should be spelled out and understood
conpletely by all parties involved,

Before entering the forelgn martet, 1t 1z necoosary
that the organization be set up to render service, even bee
Tore thé firstfsa}@ is mnde, This ls a matter of public re-

lations and prapér start,

RUSINESS PROCEDURES
¥ithin the subject of business procedures, a Latin
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Anmerldcan marketing aspirant should familiarize himself with
such things as conditionn of credii, povernmeninl trode reste
rictions, pricing, shipplng, packing, labelling, tradenaria,
tax and legal quegtions; all of which will cnter into the
hu&inesa operatlion,

Credit, by and larpe, con be handled in 2 tusinepp-lilteo
nenney, just 2o 44 1o hoandled in the Unided ﬂinﬁc“.s Datisfaoe
tory onsvers to such questlons ag the length of orcrntion of
a conpoany, the nmanaspement malie-un, 1lts reputotion, lto nrwvtiﬂn
of Q&ymrnt of 1:41l1s, its not worth, ond 1te accounts Pocclvne
ble, will cotanligh the company ao o rood eredlt risk, Infop-
mation in eategories such np these can be obtalned from sources
puch as the flrm 1tgelT, Tun and Upradstrect, U, S. bonts,
ferelon banka, the U, 4, Turcan of Forelen ond Tomestle Cone
merce, the Toreign Credilt Ioterchange %&re&u‘of“the Tatlonal
Aspoclation of Crodit Men, The Marlet Cuilde to Lotin Aperiesn,

Kl

and the Torcipgn trade Lwrenus o the Uhombers of Comrorce, junt
to mentlon o four,

Carcful evoluntlon of povernmenial trade restrictions
and policles 1s essential before enterins oany Latin Anericon
markzet, Such restrictions Include iopert iarifTa, inperd lic-
encéa, cxchange controls, import quoian, and prlce controls,

The gxpsxtersi meyslopedin 1o o oource of definite
instructions rogording trade reotrictlons, 2s are the U, S,
Department of Commerce, latin Anerlean consulates nnd the

varicus foroign trade nasoclstlons,

G
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Tvo conflicting theories coxist in pricing for sale in
Latin America, Cno s that ouch oales are plug sales and, ng
guclh, chould roflect lovwer pricos. The othor is that marikoting
in Latln Amerleca ontnlln preater risl, omaller oubput, more
rovernnental curbs ond more business "headaches™; and therefore
should require an incercanc in price, Recardlegs of whieh theory
i1s adopted, the compnny counsidoring eontry into the mariet
ghould determine ito dolinlte pricing pollcy prior to ontry,.

Tranpporiation of goods to and in Latin Amerieca proscnta
pome complication, One y&rticular prot:lem aren 1o that of doce-
umontation, The exportor shipping by water nust usually prosent
1o the schip-owmer the folloving documonts in a Latin Amorican
transaction: (a) 1111 of lading, nerotiahle or non=negosiable
{10 to 25 copice), () Inosurnnce policy or cortificate of ine
surance, (c) Consular Invelec, visaed by the consul of the
Loatin 3moricnn country to which poods are consipned, (@) Cone
mereinl Anvolce, (¢) Certificate of origing () Paching list,
(z) Cortiricate of Qﬁfi%§ of componitlion, (1) Zxport pormit
or oxport liconne, (1) Inport llcensc issuecd by the Latin
Americsn country to which peods arc consigned, ond {(3) rvie
denee of consipnects ability to sccure cxchange.

Shipment by eair transporistion rogulircs somevhat loaos
docuneniantion,

Lavelling in n proper mancer is equally importont,
gome Latin American countries Anpose Tinem A shipning cosos
are not prop@rly'gnd congecutively nmunitored, Reculations vory

go nmuch that printed insiructions s :ould bhe ohtnined from each
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country involved, It is best to communicate with the consul
of the country of deatinatlon, as to the requirements for the
marking of ﬁeights and the procedurs for shipping. |

One of the first steps to be taken after declding to
market in any lLatin American country is to apply for regige
tration of one's tradémark. It in well to romember that what
belongs to one conmpany in the United States may belong to sone
other conpany in a diffarent country,

Legal and tax gquestions should be studled painstakingly
during the early planning period, instend of waniting until
after the decision to market has been made, Foreign trade and
legal experts are the best source of advice in these matters,
becauaé of the complicated nature of this fiold,

ADVERTISING

To properly reach the customer In Latin America n
company must use the means available in the moat advantagoous
manner, It meana that the proven principles of advertising
must be adapted to the Lat;nsa There are, however, definite
pocularities of advertising in Latin Ameri&a; which must be
taken into consideratlon,

In Latin Amerlioa the advertlser cannot pick his average
coverage from ntatistical puﬁlieatiana,rmhcra ia no counter-
part of such things as the 8tandard Rate and Datn Servieel
and the equivalents of such things as Starch readership sur-
veys, Nielsen, Fulse, Trendex, or other television and radio
ratings are still informaticn of the future. Advertising

associations in the large markets are working toward audited
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data, but much progress will have to be made before these
atatistics will be advanced ap far as they are in the Unitead
States, ¥

Marketers in Latin America have & cholce of advertlsing
media such as the inter-American magaszines, neﬁapapera. radlo,
toelevision; direct mail, outdeoor advertising, tranaportation
ads, and méiion‘pactuve trallers, Each hag ite own particular
appeal and advantages, A few significant facts have hearing
on the choice of medis for advertlising, _

Radio is a vital selling force in most of the Latin Amere
1can countries, mainly because 1t reaches the smaller towns and
sella io those who cannot read, Inefficlient progrﬂmming and
cvsr«cdmmaruiélizatian on some atations render them less ofe
fectiva; ininome paseg 10

Television is fast conming into its owm in Latin Ameries,
Percentages-wigo, the number of television sets is incronsing
two and one<half time as fast in Latin Amerlea ap in the
United staten, 1 One advantage of Latin Americen television
advertising, as compared to United States talevzeian advertio~
ing, is the fact that talent fees and aponaorship coets are
‘gonsiderably lower there, This, however, loses its impaoct
when one conslders that Tewer nunbers of persons spe reached
by this medium in Latin Americs, at 1&@#% for the time being.

S« Ibid, De 85
10‘ ;’5‘11&, P# g‘**
11, Ibid, ps 95,
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Motlon pleture trailers are as much accepted in Latin
America as arc televislon commercisls in the United States.
Certain 1imitations of advertising should be taken
into consideration in any attenpt to reach the Latin American
buyer, Among these are such things as the following, 12
o, There is & declded scarcity of marketing facts
(an we knnw.them)uabcuﬁ the Latin American marketing
reglon, , |
De In,newspapér and magazine advertising, one must
'Gcntend‘with & wide variety of fdrm&ts, page slzes
and columns which are offered, |
¢e There is normally a limited circulation of printed
medla, particularily of such things as domestic maga-
‘,zinas and trade papers,
d. Relatively fow eireulations are audlted or verie
Tied by an objective organizatlion; consequently, pube
lighers claims are often conpglidarably inflated,
| ¢a There oxists no standard or one~price rate in
elther ﬁrintea or brosdcasting medla. Frices are often
set by the “horse-~trading” method. |
f. There ig often a lack of firm scheduling or a
presence of carelessnoss in carrying out schedules,
gs There have been compiled very fevw facts on readeor,
listener, or viewer char&éteriétics¢ |
hs In the printed media there is & lack of variety.
and quality type feces; and equipment is quite often

12 Ja Wﬁlter'Thaapscn, The latin Amerdean Varkets
(New York: McGraw-Hi11, First Edition, 1956), p. 191,
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obsolote or mechanically Inadequate,

1. There 1s a high 1llitoracy rate in many Latin
American countrice; ranging fronm avout 157 of those
ton years of ape or over An Argenting to almoat 805

in ﬁolivia@ls Therefore motlon pletures are o particus
larly offectivo maﬁiug, when conmpared to printed type

advertisencnt,

The-ylécing of advertising overseas will normolly be

done by an ageney operating in the concerncd country, In
tho polection ervan a&vevt&sing agency, thorough ezamination ‘
should be made, Cansidaration should bo glven to the ageney's
sucecss with other olients, its ragutation, the callber cf'
trained and expericnced persormel, ond tho length of asssociate

lon with'presant clients,; nmong othor things. The ageney's
k ereative obility and knowledge of thé marzet ahoﬁla nlsc be
epcertalned as campletaly cs pogalble, The marketer should
dotermine vhethor or not (and 1f so how many) clients have
been lost by the agency, and why. The financial conditioﬁ of
the company with which one may ﬁntér inta‘an advertining agroo=
ment should be serutinizmed, It should bo meccriained for how
much territory a paézicular ageney onn éanept an nécaunt.
Zvaluntion should be made of the naﬁure\éf the agreement the
wants to set forth in the hanﬁling of the account, ALl of
these quéatians‘an& problems should be rosclved Liefore onbore

ing into a working agrecment with any agency.

- 13, Ihid.
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LEGAL ASPECTS OF DOING DUSIHISS IN LATIN ANERICA
A U, 5. firm wighing to do husiness in Latin Anmerlea
may normally usc one of the three following mothodsn, from
a legal organization standpcintzlq |
a., It may rogister 1isclf to conduct the businces
in the country Ainvolved,
be A subsidiary company may be organized undor the
laws of the country involved.
ce. It may organize o U, 8§, subsidiary ond regloter
1% %o engage An business in the country under consniddre

atlon,

Generally, it 1s not ndvisable to reglater a lorge U,
8« corporation in a foreipn country, beecause of tho popslibllity

of subjecting the company®s entire nosots to .the Jurigdlction

of the courts and the tax authoritlios of the foreirn countrye
If a subgldiary arrangament is.oet up, there are
normally four business organization alternativas;15
ne Soclcdad Coleetive, . This 1s o simple partnership
or nsnoclation of two or more pariners, vwhooe 1iability
ig unlinited.
be Soclodad en Cormandita, Thin i o linited partnere
ohip arrangpment or an associantion of pariners, gono
of whom have managerial richts and unlimited 1inbilitys
while others have 1iabhility linited to the amount of

14, Dunbauch, oDs Cltes De 138,
15, Ivid, p. 139.
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thelr contribvution ﬁe the capltalization of the
partnership, with no richts of management,

c. Bocliecdnd de Responsabilidnd 1Limitade, This 4n
an arrangement of limlted 1llanility, with the company
taking on some of the structurcs of hoth o corporation
- and a partnorship, with 1iability for all parineras
1imited to the mmount contributed to the partnorship.
d, Socledad Anonima, This is tho civll low countore

 part of the corporation,

In order to veecome o lepal ontily in o Latin Anmcrdcen
country, certain legnl formalitles must be antinfied,

The organiszation generally is brought sbout by ncans
of a punlic instrument dravm up by & notary and duly reginte
ﬁred and publishaa,ls

The organization of n gencral or limlted parinership
may ke broucht about by meaneg of elther a publie or private
instrument, btut that of corporations must be publicizeds In
‘.both cngen, the instrﬁment must be rsglatared.17

All partnerahip apgreements muast contain: thoe nomes and
addresscs of the partnern, the £irm value of the partnership,
the neme of ﬁhﬂ menaging paptner who may use the Tirm's name,
the amount contributed by cach partner, snd the duration of

the partnepship. In some countries additional inforzation may

16! ,n),, S-QO
17. mi
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be required¢13
Before attempiing to eatablish a worlding arrangement
in any forelpn country it 4s vital, from o good businean
standpoint, that the servicos of a competent and cxperlenced
logal advisor be enlistedy since the entire arca of logallity

of overscas operation is of paramount imporiance,

1§3Q Tbié; Pe 12%0*



CHAPTER V
HE CRITICAL POSITION OF LATIH AUZRICA

 IN THE NORLD COMVUNITY

Hot only does Latin Anmcrica have the probleoms of
inproving ites ccononmic stotua, »ut into ita role are bvulld
the complicntions of o continent eaught in the middic of o
relentless DasteWest cold war, Almost daily we are copnizant
of the monifestations of these problemo,

| ire Willlem L, Ryan, Assoclinted Pressc nows analysot,
recently wrote, "Fow thinking porsons in Latin Amories todoy
doubt that the long, hard and possibly decisive battle for
the future of tho continent has dbeogun", 1

It scems obvlous, frem frequent happenings that the
Unitcd States 1s faced with an extremely importent and dif-
fiéult task of lmproving relestlions with this area. This task
ia agrrovated by anti-americon (United “tates) groups which
have nade inercads as a result of a wvast fraud porpetrated
upon tho passes in Latin America, These nasses, which naturally
seck to inmprove their sintlon in 1life, are vulmerable to anti-
Yankoclsn for psycholopilosl reasons, such asg & fecling of envy,
inferlority, or the urge to kick an afflaénﬁ neighhor,

In 1ts efforts to fmprove the Latin Amorlean attitude,
Mr, BRyan feels that the Unlted States lg faced with three

formidable encmics; tho alllance of communisp with the

1, ¥illlam L, Ryan, "Time Runs Out In Latin Amerieca®,
Angoclated Pross relcase, "Richmond Timce~Dispateh®, April, 19561,
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followers of such men ag Fldel Castro, the renistance to
change from the supererich, and, finnlly, timc.? mmphasis
™ placed on "time" beecause o large number of Lating Tecl
that overnight miracles may come from leftlot regimentation.

Amerlcan businesses in Latin America are avare of cone
sldernable criticliam of the democratic procens, beenuse of
thelr proximity to the people of the arca, And becouse of
~ their location, such businens are subjeeted to unfavorahla
acts ond accunatlons, Lating, who seem quich to attach labels,
drﬁ encouraged by antiwémaricaas to rlacc on vnpleasant
comnotation on the word "eapitalism". Amcrican buelnecss ie
charged with»the moral rsséensibility of anticipating and
countering thesc anccusations; and, fron indleatlions, have
talken steps in this dircoetlon.

| One unfovorable claim 1o thet Unlted Staten firms in
Latin America do not have a sufficlent mmber of natlonals
in company cxecutive positions, There seoms to he o detoctw
ible trend in the direstion of tralning more natives for the
responoible positions, and toward tho asoimilation of U, S,
Timso into looal cconomless It is ithrough offorts such an
theso that the attitude of Latins toward the United Statos
aﬁﬁ ite ﬁompanies-will be improved.

There is an avaruincreéaing concorn on the pard of the

United States Coveromeont that Latin Amoricn will loan nway

2, Inid,
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or become allonated from our democratic cause,

The necasgure of thié concern is the number of governs
mental and independent gtudien and plans which have been
undertaken to insure a harmonlous politieal, social and buslness
relationship with our southern neighbors. |

One significant study group of this type was headed
by Tre Hllton 8. Fisenhowor, 3 |

His report; which was publiciged in early 1953, ine
cluded the following recommendantionsgs

a» That the Organization of American States work
sincerely to foster and develop o better underatanding
of one another,

ba That the governments of the Latin American repe
ublics assume, along with tho United States, a large
part of the understanding in their own countrv,

¢+ That the inTormatlion facilities of the United

Statés Deportment of g9tmte be increased and co-opor—

ate with the Unlted Statea Natlonal Commission On

Latin American Affalrs to introduce more { and more

conprchensive )} mass media in the republice.

ds That there be an increase in the exchange of
leadership, studenis, and other exchanges of perasons,

e, That the United States Information Agency

3, ¥ilton S, Elsenhower, "Help For Latin Americpesemes
A Good Neighbor", Reported in the "U, S. News and ¥World
Roport”, Vel 4G, pp 102 - 112, January 16, 19594
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becomo more active in latin Amepdcen,

{. That the propoacd_Inter~American Development
Institute exercise leadership in the f'leld of co=~
ordinating loans and planning in tho utilizotion of
existing credit facilitles,

g« That lending institutions of the United Stabos
. notify that they are ready to flnance sound, wolletimed
loana.

he That tho United States should co-~operate with
the lenders of the Latin Amerdcan countries to create
an Intoreimerica bank which would co-ordinante 1te
operation clogely with those of the YWorld IDank,

1. That the Pregldent urge the northern proup of
gouth Americsn and the southern group of South Amorlea
to create o common reglonal narket in thosc arcan,

3o That a technical co=operatlion program fop Latin
Amordica be ploced under the dircet supervision of the
ambassador in eéch couniry,

ko That there be ostabliphed a Councll on Intore
. fmericon AfCnlirs, vhone task would be to advise with
the ﬁecrétary T gtate on all.ﬁattara of hemispherie
Inportonce, |

1. That we have an Yabraso" (embrace) for democratic
leaders of foreign countrles, while maintelining &
formal hnndshalke Tor dletntors,

- m, That we refrain from granting spocial recognition

to letin American dlctatora.
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The present political odminisiration of the United
Btates places a presium on the cultivntion of Latin American
relations, Many high officinls express tho fooling thot it is
vital that the Unit@ﬁ Stntes develop, with thooe repuvlics of
Latin Amcriesn, a pound program which will assure the maintene
anco of o common front apainst communlon,

on April 20, 1961, Preeldent Kcunedy, in an nddress
to the American Soclety of Hewspaper Editors, expressed this
forling for the need of mutusl effort by soying, "The ovidence
1s clear sewwe and the hour 1s late, Ye and our Latin friends
will have to face the {act that we cammot postrone any longer
the real issuce of suwivol of frecdonm in this hemisphere
1teclf, On that lgpue, unlike perhaps some othors, there can
be no middle ground, Together wo must bulld o hemicphore where
frecdon con flourigh; nand where any frec natlion under cutside
attachk can be aasured that all cur resources stand ready to

reapond to o requost for ansigtance”, &

4, Jom ¥, ¥ennedy, comrents made in o opeoech before
the American Soclety of Newspapor Editors, Reported by the
Asnociated Pross in an article appearing in "The Richmond
Times~Dispatch”, April 20, 1961,



CHAPTER VI

REASCHS HHY DNITED STATES' BUSINGSSCS

FAIL WiLE THOY ENTER THE LATIE AURRICAN MADZ:T

Those gecking to conducet dupsiness in Latin America can
well profit from the mistoles of oﬁhors who'havc précaded then
in ventures, There seemsqta be no aproeed pet of “do's” and
"don'ts" in the oporation of a2 wusiness in Latin»ﬁmorica,
even though considerable reeaar?h hns been conduected on the
subject by fifmﬁhéuch as the A, C. Niclson Camp&ny, and by
greups such as the American Hart etiug Agsoclation,

 fThore are however, itens whose 1mrroper hﬁnéling cone=

tribute to the fallure of %usinasaea, and theose secn to fomm
o pattern of rcocourronce iﬂ etatiatics cempilsd on the sube
,weﬁ.l
E 8ignificant omong these 1tens érc the followings

B The fallure of compamiva to adapt the prcﬁuet ]
or servicc to the Latin Amcrican ﬂﬁrket; Companias have a ton-
denoy to adopt the theory that what 1o gcad for one martet 1o
gaﬁa for anﬁthsr‘ s thils is not nacaaaariig ao; Conpanlies
fail to carefully view, through the asoumed perépectiva of the
Latin Amerlcan conﬁvaev, gsuch things ss design, Qizeg packace
ing, color, cogt andé othor vital Chﬁf&ﬂt&“i&thﬁ&

b* The ;ailure 1o gouge the undﬁrlving inpact af

custon, tradltion, nnd racial and reliplous differcnces, Vany
” marketing companiecs are geéra& to reach a cuntomer who is Uy

cultivated nature mvarﬂahangiagg and 1s not so directly bound

Ly A0 discussion with persons directly concerned with
Latin American marketing these points have been brought out,
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by historieal preferences, The dimcounting of these atrong
inborn Latin differcnces has been the downfall of some marketw
ing attempts.

o« The fallure to exploit markets in proper sequence,
'Thihlreaulta when enterprises choose their‘entr& into markets
ingorrectly. Intry into a large scegment of Latin America rather
than into one country, into a complete country instend of one
 or several locations in that country, and into countries with
completely difforent market tendonciea (rather then similarite~
1es) with exlsiling profitable operations can mean the dif-
ference between puccess or fallure in an endeavor.

:  6. The foilure to enter potentially‘profitable mars
ketebacguae of personal repugnance toward politicallinatitw
uxibne. ﬁuch cah be gald for the placing of 1¢pcrtance on the
political nature of a potential markets but from e mundane snd
purely cconomic viewp&int, much reward has been forfeited bew
couse br reservations of this type, It moy well be that entry
inté mar%et arcas which are not completely and deasirably sete
hled into what the United States eonai&era to be g'tenable |
, pnlitical situatien, would render not only cconomic gaina; ut
alaso may go far toward tho gaining of some nolitiaal alliesn,

e. The failure to bulld a strong management of
nation&la. Because of the high fecling af national pride and
the aenaitxvity of Latins toward domination from outside, 1t
seegs to be a cardinal mistake for a company ta‘bpea Ltselfl
to poasihle accusation tha; its operation is runv“hy Ue Se
pe#gohnel for the bsnefit of U. S« personnel?;»!t goens only

scononmically feasible, whenover posalble, to depend extensively
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on regional nativea for the operation of long-term business, 1
f« The fallure to appreclate differsnces in connotat-
lon of words, and to understand differences in advertising,

This problsm of a communication barrior con be blammed in part
on the normal unfamiliarity with foreipn languagea in the case
of many Us S, citizené. This problem is further complicated by
differenuea in mechanics and availability of advertiaing media,

' Be Fallure %o achlove a domestic pereonality. When
gonpanies do not establish their products z2s those in sympathy
with the naticnalslinvolvad, company progress is restricted, 2

‘ h¢‘The fallure to understand and wéigh-carrectly

the relstive importance of the varieue.typaa of retailers in

the market. Incorreci assumptions are often made‘on this subjeot,
.:'1. The fallure to grasp the éényumera‘ attitudes on

the relationship between price and quality, This problem, not
peculiar to only the Latiﬁ markets, 1ls of utmost importance,
ﬁcwuthat people 1living immedintely sbutn of the Unlted

le Committee For Economie Development, "Cooperation
for Progress In Latin America", (New York), April. 1961, p. 43,

2, Inid,
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States find themselves in an econcmic situation such that
they van make purchases, it is very important that the relate
ionship between price and quality be instilled in the minds
of these potentlal customers, This rolationship should be
equally understood by those who market.

Je The fallure to pay attention to the various
governncnt regulatibna involved, It nust be remambored, Withe
out fail, that statutes vary radieelly from country to country
in Latin America, and for this reason companics without compe=
tent legal counsel often £ind themaselves in unfavorable site
uations,

ke Failure to insulate the business from arbitrary
acts of government, Some enterprises, in a sghort-sided manner,
consider that the fulure relationship of {the company with the
governmont is guaranteed to romain operable, This is not nece
easarily so, and the fact must be considered before doeiclons
on such things as the conatruction of logal factories, large
éapital outlays, licensing, ete. are made,

1, The failure to invest os a long-term proposition,
Conpanics which go into Latin America in hopes of establishing
& disposal aros, or golely for realization of ghort~term gaing.
do not nornally falr exceptlonally welles As in most countrles,
& businees in a Latin American republic must be cultivated,
and effoctive cultivation is not a ghort-term proposition.

m, The fallure to provide for an adequate {low of
information both to a2nd from the parent company, Communication

{takes on an even more important light when 1t is between a
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parent company and 1tn overseas operation{s). In such arcas
as company aﬁa branch cparation objectiven, policy, quality
standards, pachkaging, productilon, pricing, budgeting, accounte
ing, and marketing, 4t 1o of.garamaunh importamcb fcr *he
purvival and profitability of the operation that constont and

conpleto communication be mnaintained.
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