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The dependency theory, under assault from Right and Left, is scarcely
sustainable. Impatience with Prebisch's panacea, import-substitution
industrialization, gave birth to dependency. A new bogeyman, the multi
national corporation, now preoccupies the scholar and polemicist. Para
digms of Corporatism and Structuration supply the ongoing situation
for further refinements in Confusionism. But this is the language of
economics and political science. Students of chrono-politics (history)
may still wish to inquire whether the historical evidence on which the
dependency theory was based is more enduring than its currency in
modern social science. The issues are very much alive. It was scarcely
reassuring to be told, quite recently, that "radical writers on dependency
are engaged in much productive and inventive research."l

It may be convenient, for the purpose of this argument, to begin
with what has become the classic definition of dependency, Theotonio
Dos Santos' familiar proposition that "by dependence we mean a situa
tion in which the economy of certain countries is conditioned by the
development and expansion of another economy to which the former is
subjected." Dos Santos continues: "The relation of interdependence be
tween two or more economies, and between these and world trade,
assumes the form of dependence when some countries (the dominant
ones) can expand and can be self-sustaining, while other countries (the
dependent ones) can do this only as a reflection of that expansion,
which can have either a positive or a negative effect on their immediate
deve.lopment." 2

The absence of autonomy is critical. "The theories of dependency,"
Philip O'Brien explains, "are trying to show that the internal dynamics
of Latin American society and its underdevelopment were and are pri
marily conditioned by Latin America's position in the international
economy, and the resultant ties between the internal and external struc
tures."3 We can take it that these statements are definitive.

113

https://doi.org/10.1017/S0023879100032556 Published online by Cambridge University Press

https://doi.org/10.1017/S0023879100032556


Latin American Research Review

A central pivot for dependency is the importance of the interna
tional economy.4 Even David Ray, in an otherwise perceptive and dam
aging attack on the dependency "model," records as one of its achieve
ments the demonstration of "the bankruptcy of any research on Latin
America which ignores the international context."s Andre Gunder
Frank's researches into Chilean history suggest (to him) that, from the
Conquest, Chile was fully incorporated "into the expansion and develop
ment of the world mercantile and later industrial capitalist system."6
Osvaldo Sunkel feels that the countries of Latin America are "enmeshed
in the system of international relations of the capitalist world . . . entirely
dependent on their foreign economic relations."7 Stanley and Barbara
Stein identify, after the expulsion of Spain, a "colonial heritage of ex
ternally oriented economies linked closely to essential sources of demand
and supply outside the new national economies."B

The suggestion is that in this, as in other respects, a smooth transi
tion took place between the colonial and national periods. The argument
of the Steins' Colonial Heritage ofLatin America is that there was a continuity
in the dependent relationship of Latin America to Europe, and that Britain
took over what Spain had lost. No sooner had Chile ceased to be a colony
of Spain, said Hernan Ramirez, than she became a dependency exploited
by British capitalism. 9 British hegemony was inherited by the United
States, and to Fernando Henrique Cardoso and Enzo Faletto "el pre
dominio de la vinculacion con los metropolis peninsulares-Espana y
Portugal-durante el periodo colonial, la dependencia de Inglaterra mas
tarde y de los Estados Unidos por ultimo, no puede carecer de trascen
dencia."lo For other dependentistas the transition was not necessarily as
smooth, but all are agreed upon the international nature of Latin Ameri
can economies after Independence. Dos Santos' "colonial dependence,"
which incorporated not only colonial Latin America but also the first
decades of political independence, was "trade export in nature."ll Berg
quist speaks confidently of independent Colombia as "a nation being
wrenched more tightly into the orbit of the industrial capitalist system."l2

The conventional wisdom is that a marked economic interrela
tionship existed between postcolonial Latin America and the outside
world. Latin America, colonial and national, was from the first drawn
into the international economy as an exporter of foodstuffs, raw materi
als, and precious metals, and as an importer of capital and manufactured
goods. "In general terms," says O'Brien, "both social infrastructure and
direct production investment decisions depended on the metropolitan
countries. Thus the determinant of the growth and structure of the Latin
American socioeconomic formations remained largely exogenous to
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Latin America. By concentrating on primary product exports, Latin
America was unable to develop an autonomous capacity for growth and
change." 13

Thus the opportunity in nineteenth-century Latin America for
autonomous, self-sustaining growth was destroyed. "The development
of industrial capitalism," says Gunder Frank, "increasingly opened Latin
America to free trade, and transformed the economic, political, and
social structure of the continent to suit the new metropolitan needs and
local bourgeois convenience."14

All this is tediously familiar, and it dovetails o'nly too neatly into a
dependency theory so closely tied to the economic hegemony of for
eigners in Latin America. Evidence, to be sure, is fragmentary and eva
sive, but continuity has always proved attractive to historians, and there
is a magnificent simplicity in that notion of "colonial heritage" argued so
fluently by Stanley and Barbara Stein.

Yet even the most coherent argument can be misleading. It cannot
be accurate to describe the economy of colonial Spanish America as di
rected towards exports. Precious metals were central to conquest. Once
the mines were established, their product was exported. But silver and
gold, for all their glamor, were only an element in larger, inward-looking
economies that sustained themselves almost entirely on domestic de
mand and production. It is fanciful to suppose that "the most significant
heritage of Iberian colonialism was the tradition of the large estate,
producing foodstuffs and raw materials for local consumption or for
export to Western Europe." lS The equal emphasis on export to Western
Europe is anachronistic. Frank Safford explains for Colombia that "only
a small part of the colonial population was engaged in the export
economy, either directly in the production of precious metals or indirectly
in the production of textiles or foods consumed in the mining regions." 16

He was not speaking for New Granada alone when he described a great
part of its regional economy as engaged primarily in local subsistence.

Independence from Spain did not, in practice, transform Latin
America into a major exporter of foodstuffs and raw materials to the
outside world. Nor did it bring Latin America into the market as a large
importer of manufactured goods. The reason was simple. Western Eu
rope, within itself, its colonies, Southern and Eastern Europe, and the
United States, was fully supplied both with its foodstuffs and with its
industrial raw materials. Latin America could sell nothing to Europe, so
that it could buy nothing in return. After that first, furious activity that
accompanied the reopening of blockaded markets, Spanish America re-
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tired over the edge of the periphery. It remained outside world markets,
to any significant degree, for the first half century of political indepen
dence.

In an area so large as Latin America there are bound to be excep
tions. The Steins were obviously unhappy in applying their notion of a
"colonial heritage" to Mexico and to Argentina, and they turned with
relief to Brazil which, they said, provided a classic example for the
nineteenth century "of how a colonial heritage of export-oriented agri
culture [sugar and cotton] based on slave manpower shaped the patterns
of economic and social change in the postcolonial period and formed a
neocolonial structure."17 The example finds an echo in Cuba, as it does
in Peru after the opening of the guano trade. But it would be difficult to
identify another Latin American economy, in the first decades of political
independence, for which exports were significant and which, corre
spondingly, had acquired the resources to import on a substantial scale.
This is illustrated by British statistics. Britain was by far the largest
exporter to Latin America in the first half of the nineteenth century. Her
exports (declared values) to the principal markets of Spanish America
(Argentina, Chile, Colombia, Ecuador, Mexico, Peru, Uruguay, and
Venezuela) averaged a total of a bare 2.49 million pounds sterling per
annum for the decade 1831-40, £3.31 million in 1841-50, and £5.45
million in 1851-60. 18 Exports to Spanish America formed an unremark
able element in total British exports for the same period which amounted
to £ 43.53 million (annual average) for 1831-40, £ 41.74 million for 1841
50, and £99.27 million for 1851-60. 19 Exports to Spanish America were
obviously unimportant for Britain. But were they equally unimportant
for the Republics? Population estimates for Latin America as a whole are
wildly at variance, but even at their most pessimistic the distribution of
£2.5 million of British manufactures among the Spanish Republics of
South America, Central America, and Mexico can hardly have scratched
the surface of demand. It is evidently untrue to say that "Great Britain,
technologically and industrially advanced, became as important to the
Latin American economy as to the cotton-exporting southern United
States."20 The annual average for British imports (computed real values)
from the whole of Latin America (including Brazil) for 1856-60 was
£14.86 million. For the same period, the average annual imports from
the United States were £36.59 million. 21

Foreign trade was undoubtedly a high priority for contemporary
politicians and officials. It supplied, through the Custom House, the
only dependable source of government revenue. For this reason it may
have come to loom larger in the consciousness of historians than we
should legitimately expect. But Safford is right in doubting the implica-
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tions of economic dependency in New Granada after the breakaway
from Spain. The period of economic depression up to the middle of the
century cannot necessarily be explained by relations with the outside
world: "The economy was drained and the government was strapped in
part because the country was such a weak exporter, something more
usefully explicable in terms of specific economic and geographic causes
(topographic structure, population distribution, transportation costs,
availability of markets, etc.) than in terms of the easy abstraction of
dependency."22 In the unpromising circumstances of Spanish American
trade after the London financial crash of 1825-26, the characteristic re
sponse of British merchants was to withdraw from Latin America, to
close their businesses, and to remove what was left of their capital to
Britain, to the colonies, or to the United States. 23 Stagnant trade, bank
ruptcies, and withdrawals-the reality-are in depressing contrast to
the great harvest that was gathered, it seems, by British merchants and
manufacturers, bankers and shippers during the first half of the nine
teenth century, the period when they were supposed to have "enjoyed a
dominant position in the trade of the area":
Their textiles and hardware undersold those of their competitors; their capital
resources facilitated long-term operations including the payment of high import
duties; they extended credits to Latin American merchants at half the interest
rates of their competitors; their shipping supplied more than 50 percent of the
volume of imports; London was the financial center which handled interna
tional payments to the exporters of France, Germany, and the United States,
who, in turn, sold to Latin America. 24

It is a glittering picture. But how, precisely, was Latin America expected
to pay for it?

Political independence brought some redirection of trade. The fo
cus of foreign trade, such as it was, shifted from the Iberian Peninsula to
Northern Europe and the United States. Independent societies created
pressure to import in order to meet demand for newly discovered "ne
cessities" and the latest fashions. Larger markets opened, in turn, for
what was still a relatively small export trade. Yet with these exceptions,
Latin America's external trade, imports and exports, remained funda
mentally unchanged from the colonial into the national periods. It could
not be otherwise so long as an external demand for Latin American
products failed to take shape. Foreign trade was unimportant and stag
nant. While international markets remained closed to the produce of
Latin America, while European appetites were fully satisfied from else
where, "dependent" Latin America was at one or more removes from
the world economy-"independent" and self-sufficient against its will.
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Was foreign finance any more influential? Gunder Frank is not
alone in the belief that foreign investment and finance had for centuries
been"an integral part of world capitalist development." 25 Yet the impact
of foreign finance on the new Republics is clearly exaggerated. Finance
could not succeed where trade failed. It is true that such mercantile
houses as survived the long depression took a significant part in the
financing of trade. Advances on commodities, discounting and accep
tance of bills, remission of specie, dealings in exchange-these were the
familiar accompaniments of mercantile business in a period which an
ticipated, in Latin America, the arrival of the commercial bank. 26 It was
not a sinister activity, unless commercial banking itself is sinister, nor
was it necessarily the monopoly of foreigners. Francis Falconnet was
asked by a London house, in 1849, to report on the standing of the main
commercial houses in the city of Mexico. His lower estimate of total
wealth was 23.45 million silver dollars, of which Spanish and Mexican
houses accounted for $18.4 million, German for $2.35 million, French for
$1.5 million, and British for $1.2 million. 27

The distribution of resources in Mexico, at the middle of the last
century, illustrates a point that is not, perhaps, sufficiently appreciated.
Before the age of railway construction, which required huge quantities
of capital, domestic finance was sufficient to meet the needs of indi
viduals and states. Railways barely existed in Latin America before the
1860s; even in continental Europe the systems were unimportant before
the 1850s. Governments, the other borrowers on a grand scale, had no
outlet for large quantities of capital, foreign or domestic. State expendi
ture was modest, and budgets small. The revenue of the Province of
Buenos Aires in 1843 was some £ 400,000, rather less than it had been in
1822. 28 The income of the Federal Government of Mexico in 1836 was
estimated at $13 million (£2.6 million), of which only $3 million was
shared between Justice and Administration while the rest, less $1 million
for the Navy, went to the Army.29 Governments were always short of
money, but they wanted two to three hundred thousand pounds at a
time, at once and in cash. In Latin America these needs were best satis
fied at home. The rate of interest was 15 percent or more, but there was
no time or opportunity for reference to London where such loans, in any
case, were too small and ill-secured to be quoted on the Stock Exchange.

Perhaps it is unreasonable to expect too much concern with com
petitive interest rates on short-term borrowing from the will-o'-the-wisp
financiers of the early years of the Republics. The Mexican finance min
istry was directed by no less than 112 persons successively between 1830
and 1863. 30 But even if governments might have found some purpose
for large international loans, they could not have raised them. For a brief
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period in the early 1820s, when money was abundant, British and Dutch
capital was attracted by the interest rates offered on the new generation
of Latin American government loans. The rates, while certainly compe
titive, were not unreasonably high. Fledgling, unrecognized govern
ments could not (and did not) expect to enjoy the credit of the well
established. In the early 1820s the British government was able to bor
row at 31j2 percent; France, Austria, and Russia paid 5-6 percent; and
the 7-9 percent offered on Latin American loans was in line with the
credit of other borrowers on a competitive market. 31 London's financial
collapse put an end to any hope of further loans from December 1825.
Subsequent default, on every Latin American government loan other
than Brazil's, closed foreign markets to Spanish American government
issues until the end of the 1850s.

The conclusion is obvious. Spanish America, during the first half
century of political independence, stood outside the currents of world
trade and finance. Europe traded within itself, with its existing colonies,
with its traditional suppliers, and with the United States. European
capital was fully engaged in British and continental finance, principally
railways; when it crossed the Atlantic, it found a home in the United
States. It is hard to understand what the Steins could have meant when
they referred to the continued strength in Latin America, after Indepen
dence, of "externally oriented economies linked closely to essential
sources of demand and supply outside the new national economies."32

The dependentista view of the international economy of the new
Republics is clearly a misunderstanding; it is derived from what is
thought to have happened much later in the nineteenth century when
"English economic influence mushroomed in Latin America."33 The
international economy assumed some importance, from the middle of
the century, for some nations at some times; it had been far less influential
in previous decades.

What was it, then, that finally brought Latin America into contact
with the world economy? The Steins believe that British merchants in
Latin America recognized, by the 1840s, that the limits of Latin Ameri
can demand for British manufactures had been reached, and that "the
problem was to increase sales by the development of unused or poorly
used resources in the interior through railway construction."34 The se
quence is wrong. A few resident British merchants, by now chronically
impoverished, could not create a demand in Europe for unwanted Latin
American products simply because they wished to increase their com
missions on imports of manufactured goods. The most they could do
was to finance a few, very short railways. The real initiative, under-
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standably, came from Europe itself. Europe was outgrowing its tradi
tional sources of supply for sugar, coffee, fertilizers, grain, and later for
metals, meat, and rubber. It was the overflow of European demand, the
pressure of overcrowded Europe for emigration, the exhaustion of at
tractive outlets for European investment, which finally awoke metro
politan interest in the neglected periphery.

The causes and effects of this movement can be described in
many different ways. Dos Santos' first historical form of dependence
was "colonial dependence," the relationship of Latin America to the
outside world until the last years of the nineteenth century. His second
form was "financial-industrial dependence," a product of the end of the
century. Financial-industrial dependence was "characterized by the
domination of big capital in the hegemonic centers, and its expansion
abroad through investment in the production of raw materials and agri
cultural products for consumption in the hegemonic centers"; the de
pendent countries thus developed a productive structure devoted to the
export of these raw materials and agricultural goods. 35

Argentina certainly devoted itself to the supply of wool, grain,
mutton, and beef to the "hegemonic centers," and grew rich on the
proceeds. Could it have been otherwise? H. S. Ferns suggests an answer.
Argentine industrialization was delayed in favor of extreme specializa
tion in agriculture and ranching simply because "in 1896 the terms of
trade began to alter in a way favourable to producers of food products,
and these terms of trade became progressively, and even fantastically
favourable to Argentina until 1929, except for a period after World War I
in 1920-24." Capital flowed into agriculture, livestock, and the com
merce and industry with which they were associated. Ferns adds that:
"It was so patently economically advantageous to do what Argentina in
fact did that it seems a waste of time and a profitless exercise to look for
any other explanation of what happened. Argentina became a highly
specialized producer because it was profitable to do so, and those who
profited most had no motive to seek alternative policies."36

The Steins supply a ready conclusion: "The British had been the
major factor in the destruction of Iberian imperialism; on its ruins they
erected the informal imperialism of free trade and investment."37 This is
unhistorical. Could Britain really have molded the economies of Latin
America to suit her own needs? Was there some machinery in existence
at the time by which such a major undertaking could be planned and
put into effect? Or did those economies shape themselves along lines
determined domestically, in the tradition of the self-sufficiency enforced
by isolation from world markets during the first half of the nineteenth
century?
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Dependency theory has always emphasized the dominant influ
ence of the international economy, so that the significance of the domes
tic market is often overlooked. Cities like Rio de Janeiro and Buenos
Aires were already considerable by the mid-century. Buenos Aires in
1855 had a population of 91,000. By 1869 the population had risen to
178,000, to 438,000 in 1887,678,000 in 1895, and 1,576,000 in 1914. 38

The timing is important. The literature on dependency assumes
that, from the beginning, foreign-owned railways in Latin America were
mere feeders to external markets, and that the shape of Argentine rail
way development-a fan of railways from Buenos Aires-was intended
to speed Argentine development as an exporter. On the contrary; a
major part of the interest was domestic. Buenos Aires was a large city,
the only large city in Argentina, ill-served by transport into the interior.
The Argentine government, like all governments similarly placed in
Europe and elsewhere, was prepared to guarantee an interest (in this
case of 7 percent) on the capital of its railways, it being understood that
they would serve commercial markets (home and foreign), transport the
military, and promote the political objective of national unification. 39 In
practice, the prospect of building up Argentine exports of primary pro
duce to metropolitan Britain can have had slight impact on either pro
moters or investors. Foreign investors, when they bought (in the 1860s)
the first issues of the major Argentine lines, the Central and the Great
Southern, may well have hoped (or been led to hope by-a "puff" in the
prospectus) that the future of the railways would include the develop
ment of Argentina as an exporter. But their objective was more likely to
have been a guaranteed 7 percent return on their capital, by contrast
with the 5 percent obtainable on railway securities at home. The pro
moters of the new lines, and the boards of directors, realized that finan
cial success must depend on the extent to which their railways might
serve the needs of the Argentines themselves and of their capital city. It
was fifteen years or more before either line made much impression on
Argentina's exports to Britain. Argentine exports to Britain, as recorded
in British import statistics, were valued (for as late as 1883) at less than
£1 million (£945,708).

The argument need not be restricted to railways. Argentina be
came a major f>roducer of grain to supply its domestic market, and to
substitute for imports from Chile and the United States. Argentina was
an importer of grain into the 1870s, and only an erratic exporter of a
surplus into the 1890s. Argentina improved the quality of its native
cattle and bred new stock in order to feed the inhabitants of Buenos
Aires. Such improvements could not have been directed simply at the
possibility of an export market. The Republic did not export live cattle to
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Europe until the 1890s, while the real boom in beef exports had to await
the first shipments of chilled beef in commercial quantities in 1901. It is
true that Argentina found itself, eventually, with a surplus of grain and
meat to export, but in other products, like wine and sugar from the west
and northwest, home consumption always kept level with production
and there was no surplus for export.

Dos Santos has developed an imaginative structure of big capital
from abroad, from the "hegemonic centers," invested specifically in the
production of raw materials and foodstuffs for consumption in the for
eign metropolis. What he says may have some relevance to banana
plantations in Central America, or to copper mines in Chile and Peru.
But it was far more common for the development of Latin American
exports to move in natural progression from the gradual replacement of
imports to the complete satisfaction of the domestic market, and then,
finally, to the disposal of the surplus (if any) by export. It is simple
common sense. A development by natural stages must be more plausible
than a forced development to suit metropolitan needs, more particularly
when the unplanned, highly competitive, almost anarchic operations of
nineteenth-century entrepreneurs and investors are sufficiently under
stood.

There is obviously some confusion in the dependency analysis so
far as it refers to the timing of economic development in nineteenth
century Latin America. There is also some unreality in the view, so often
repeated in the literature, that an alternative, more attractive route to
autonomous economic development, to industrialization and a balanced
economy, was blocked by an enforced integration into the world
economy as exporters of foodstuffs and raw materials in exchange for
manufactured goods. Was there any realistic alternative? Can we join
the Steins in deploring "the failure of Latin American movements for
independence to create the bases of sustained economic growth through
balanced agricultural, ranching and industrial diversification"?40

In the case of industrial diversification and growth, it is clear that
the impact of imported manufactures on newly independent Latin
America is much overdone. The inability of Latin America to pay for
imports during the first half century of political autonomy gave domestic
handicraft and manufacturing industries a further lease on life. After the
1860s the failure of primitive industries to develop autonomously may
be explained otherwise than by the import of large quantities of cheap
manufactured goods. Could Latin America, relieved of the hegemony of
the metropolis, have developed an independent, balanced economy that
included a sufficient element of domestic manufacturing?
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The obstacles to autonomous industrial growth were formidable.
Latin America lacked skilled labor; skilled labor could be imported, but
only at uncompetitively high rates. Latin America suffered from an en
demic shortage of industrial fuels: oil was not extracted until the end of
the nineteenth century; wood was in short supply; coal (which was
scarce in workable quantities) was imported at prices that, inclusive of
transport, rose to as much as four times its cost at the Welsh pithead.
Domestic markets were small and scattered, too small for mass produc
tion; railways (after the 1860s) gradually opened markets of sufficient
size to absorb local production of consumer goods, but demand was
never enough to support the manufacture of capital goods. Exploitable
raw materials were in short supply, iron in particular. Capital was scarce,
if not for small plants at least for large-scale industry. In regions of
relatively sparse population, like Argentina and Chile, there were ab
solute shortages of labor, skilled or unskilled, which permanently re
stricted opportunities for industrial development. With handicaps such
as these, domestic manufacturing was slow to develop in Latin America
with or without the machinations of the metropolis.

It may be helpful to compare Latin America with countries which
have achieved rapid and easy industrialization. Britain at the end of the
eighteenth century and Japan after the 1860s shared certain characteris
tics. Neither was a large primary producer; Britain exported raw wool
and Japan silk, but there was nothing as competitive as the huge grain
and meat production of Argentina to divert attention from "balanced
autonomous growth." Britain and Japan were thrown in upon them
selves; if they wanted to develop, there was no alternative to manufac
turing. Furthermore, they both had access to commercial and agricultural
capital with which to embark on manufacturing. They both had large
urban communities to serve as markets for their manufactures. They
both had a type of banking system by which commercial and industrial
capital was kept mobile and fully employed. They both had adequate
water communications and later, elaborate railway systems with which
to transfer industrial raw materials, fuel, and finished products from
mine to mill and from mill to market. They both had coal and iron.

If comparable conditions had been experienced in nineteenth
century Latin America, balanced autonomous growth might well have
been achieved. They did not, and the path to industrialization in Latin
America was necessarily through the creation of agricultural, pastoral,
or mineral wealth, and the provision of the type of plant required for
processing for markets both at home and abroad-grain elevators, flour
mills, meat packing and preparing plants, wineries, sugar mills, smelt
ers, cotton factories, leather curing plants, and shoe factories. This, or
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something like it, was the natural path to development for such econo
mies.

It seems likely, then, that Latin American economies in the nine
teenth century were shaped by domestic circumstances rather than by
the planned requirements of a distant metropolis. We know that Argen
tina in time developed into a great primary producer for world markets;
the temptation is to conclude that Argentine development was deliber
ately planned by a generation of foreign capitalists at work in River Plate
House (in the City of London). But it might be argued, with more reason,
that in normal circumstances production for export was a secondary
development of production primarily intended for Latin America's do
mestic market. The main incentive for the initial development of coun
tries like Argentina or, even more so, Mexico as grain and beef producers
was the supply of the home market, and it was on this home market that
the whole structure of railways, of public utilities, and of city modern
ization was built.

Domestic development was similarly responsible for the first
stages in the introduction of foreign capital, not only British, but also
French, Belgian, Dutch, German, and even Italian. Capital flowed to
wards Latin America in and after the 1860s, the years of "informal im
perialism of trade and investment."41 Dependentistas are convinced that
the capital was intended to build up the countries of Latin America as
export economies, satellites, suppliers of foodstuffs and raw materials,
and consumers of foreign manufactures. But this again is anachronistic.
Foreign capital reached Latin America decades in advance of develop
ment as a serious exporter. It was attracted to Latin America at a time
when the supply of capital in Europe was plentiful and outlets in tradi
tional sectors were scarcer than before. It found a home in Latin American
railways because railways in countries with rising populations, expand
ing cities, and enlarged domestic markets were well known and liked by
the investor. By now the railway systems of Britain and France were
virtually complete; new opportunities were open for railway construc
tion in Austria, Russia, Italy, Spain, Portugal, the United States, Canada,
and India, and they were opening equally in Latin America.

Railway investors and promoters were not, of course, thinking
primarily of constructing an export economy. Domestic demand had yet
to be satisfied. The 5 or 6 percent on capital invested, which had come to
be regarded as a reasonable return, was no longer obtainable for railway
investment in Northern and Central Europe, and investors hoped to
secure this rate or more by putting their money into one of the best-
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understood of investments, the construction of railways in areas where
cities were still served by oxcart and mule. The economics of railway
construction, of government guarantees, were the same in Latin America
as they were in Europe, with the added incentive of generous European
migration, in Latin America as in the United States, to give promise of a
population that would settle the empty lands and build up local traffic
on the railway systems. As a matter simply of chronology it is evident
that the intention of the first, large railway systems in Latin America
was to serve (and profit by) domestic needs.

The sequence of foreign borrowing in Argentina illustrates the
pattern for other large borrowers on international markets. No govern
ment borrowing was possible on the London Stock Exchange from the
first default on the small Buenos Ayres Loan of 1824 (in January 1828)
until the final compromise and settlement of arrears in October 1857.
Like the rest of Spanish America, Argentina was effectively removed
from the world's capital markets until the end of the 1850s. Argentina
was now in credit again, and if it had not been for the outbreak of the
War of the Triple Alliance in April 1865, the Republic would have had no
current need for further government borrowing abroad; in the years
1864-66 the ordinary revenue and expenditure of the Confederation left
a healthy favorable balance of £569,931. 42 In the meantime Argentina
could afford to spare some part of its export earnings to service its
foreign debt and to offer a 7 percent guarantee on the capital of the new
railway systems. Argentina, in short, could and did borrow money just
like Italy, or Austria, or Russia, or the United States.

Something of the same kind may be said of the later periods of
Argentine borrowing, of those huge foreign investments in the late 1880s
and again between 1904 and 1913 (by which time Argentina had become
a major exporter). Much of this investment, in public utilities, in city
development and embellishments, in public works of one kind or an
other, had little or nothing to do with Argentina's role as an exporter of
primary products. New railway investment was for the construction of
feeder lines and for the extension of trunk lines, often for reasons of
domestic politics and economics, into the remoter provinces of the Re
pUblic. Of course, by now the main trunk lines were carrying bulk
products for export, principally grain. But the borrowing of money
abroad to extend and equip the railways could easily be serviced by
earnings on the lines, by further borrowing (after the early 1900s), and
by the foreign currency which poured into Argentina to pay for its huge
exports: nearly 15 million hundredweight of wheat to Britain in 1913,
nearly 40 million cwt. of maize, over 7 million cwt. of chilled and frozen
beef, a million cwt. of mutton. 43 So long as Argentina could service its
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foreign debt, so long as it maintained a large and increasingly favorable
balance of trade with its main customer (the United Kingdom), so long
as it could borrow readily at competitive rates while the interest rate in
Buenos Aires was scarcely higher than in Europe, it takes a creative
imagination and perhaps even "inventive research" to establish a client
relationship between Argentina, rich at home and abroad, and a Britain
which, in the decade before the First World War, was selling far less to
Argentina than it bought.

The dependency label is ever more widely applied, and there are
few countries which cannot, at some stage of their development, be
categorized as "dependent." The danger is that "dependency" will lose
whatever meaning it once possessed. The experience of Argentina sug
gests that there are degrees of political and economic autonomy for
which the label is in any case inappropriate. Argentina is often chosen
as the best example of a neocolonial economy, trapped into a dependent,
export-directed development by monopoly capital from hegemonic,
metropolitan Britain. A great deal of British capital was invested in Ar
gentina. British public investment reached £269.8 million in 1910, of
which £186 million were in railways;44 the total does not include private
investment (unknown to the stock market), mainly in land, commerce,
and industrialization which, although comparatively small in volume,
was large in influence and effect. But this entire investment, normally
productive investment that paid for itself in the development of Argen
tina's domestic and foreign economy, gave little sensation of "depen
dency" to contemporary Argentines, or of "hegemony" to Britons. At a
time when debts were serviced and repaid, it was easy enough to bor
row abroad in international markets that were always competitive and
normally overcrowded. The credit of Argentina stood so high in the first
decade of the twentieth century that it could at any moment have raised
the money abroad (probably in London itself) to buy up the entire British
railway system, the tramways, the gas works, or whatever else it chose.
Is dependency, then, a useful description of a relationship such as Ar
gentina's with world trade and finance? If so, who has ever been "in
dependent"?

Theories of dependency may still have some point as an approach
to the problems of some of the smaller Republics in the nineteenth
century, even if Argentina, Chile, and Mexico fail to fit any identifiable
pattern. Quite apart from the "banana Republics," there were times, for
others, when dependency is sufficiently descriptive-the quinine boom
in Colombia, Bolivian tin, Amazonian rubber. But in general, depen
dency theories confuse rather more than they clarify. The economies of
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the smaller Republics, for want of exports, were largely independent of
world trade. They could attract foreign capital only so long as they could
earn some foreign exchange by whatever crop they could sell abroad
perhaps a little coffee, sugar, tobacco, cocoa, rubber.

A reappraisal of Latin American economies for the last decades of
the nineteenth century would show a few strong economies, much rein
forced (in the competitive markets of the day) by their ability to export a
surplus of production over consumption. These were accompanied by a
much larger group of weak economies, which usually possessed the one
or two export commodities required to finance a modest level of imports
and foreign borrowing, but which, in other respects, remained in a
condition not so dissimilar to that of colonial Spanish America-stand
ing, that is, outside the general pattern of world trade and finance for at
least the first two-thirds of the nineteenth century. The difference in the
relative weighting of the Republics, and in their impact on world trade,
is reflected in the statistics for British imports from Latin America during
the peak period of activity, between 1880 and 1913. British imports from
the whole of Latin America rose from £17.62 million in 1880 to £61.08
million (retained) in 1913. The difference is to be accounted for very
largely by Argentina. Total imports into the United Kingdom from Ar
gentina in 1880 were valued at only £890,000; in 1913 retained imports
had reached £40.73 million. The increase was far less dramatic else
where. British imports from Latin America (less Argentina and Brazil),
which came in total to £10.87 million in 1880, were still only £15.76
million (retained) in 1913. By contrast, British imports from all parts of
the world rose from £411.23 million in 1880 to £659.16 million (re
tained) in 1913. 45

In conclusion, it is evident that the break with Spain, far from
confirming the integration of Latin America as a dependent partner in
the world economy, reintroduced an unwelcome half century of "in
dependence" from foreign trade and finance. Subsequent development
(which left many countries still untouched) owed something to the in
terest of Europe in new sources of foodstuffs and raw materials, and
new outlets for surplus capital. Yet apart from plantation economies and
mining "enclaves," the pattern of economic development was initiated
and determined, even for a country as closely linked to the international
economy as Argentina, by domestic needs and priorities. The overlap of
domestic and foreign pressures on growth is obvious, especially for
Argentina. But it cannot be said that the countries of nineteenth-century
Latin America could expand and be self-sufficient only as a reflection of
the expansion of the dominant countries (Dos Santos), or that "the
internal dynamics of Latin American society and its underdevelopment
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were primarily conditioned by Latin America's position in the interna
tional economy" (O'Brien). These are the definitions with which we
started, and we have come full circle.

An "historical perspective" is important to dependency theory.
Gunder Frank is deeply concerned with "scientific" investigation and
"historical depth." Philip O'Brien explains that much of the writing on
dependency makes use of history to explain how changes in capitalism
led to changes within Latin America: "It is in this historical analysis, and
the present day analysis of the problems of Latin America, that the
interest in a theory of dependency lies."46 Present day analysis may
possibly have more to offer, but when Professor Frank and Mr. O'Brien
refer to historical analysis, what precisely do they have in mind?
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