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PART THREE

ECONOMIC DEVELOPMENT IN
A REVOLUTIONARY WORLD:
TRADE AND DEPENDENCY

The developing economies are integrated into a global system that

is indeed very different from the world in which the industrialized

countries grew. A most obvious change is the existence of the
modern industrial states themselves. One of the major hurdles for
the Third World, then, is to compete with mature economies that
have a running head start in manufacturing, ﬁnances, and
technology.

The concept of relative bargaining power helps us to understand
these asymmetries in the global trade system. Trade is a bargain, a
deal struck between two or more agents each having something to
offer the other. The ferms of frade, or the prices each can command,
depend upon the relative bargaining power of agents in the
transaction. There are both supply. and demand determinants of
bargaining power and the consequent prices. One must consider
the product being offered and whether there are alternative sources
of supply. The oil-exporting nations are an example of those most
able to set prices due to a supply monopoly, whereas many
agricultural exporters are subject to wide market swings and have
little bargaining leverage.

One also must take account of demand considerations. Is the
product a vital input in production, necessary for basic
consumption, or perhaps seen as crucial .to national security
concerns? These are cases where, due to strong demand conditions,
the seller has the greater bargaining power to determine price.

More important than supply and demand in assessing relative
bargaining power is who determines and controls the rules of the
game. Because the industrial countries have a longer history in
trade, particularly one in which the now developing countries were
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““What most strikes me on arriving from Europe is the absence of all extreme
poverty,” Mrs. Henry Grant Foote observed approvingly of El Salvador in the
mid-nineteenth century.! The British diplomat’s wife concluded that South-
ern Europe and the major cities of England suffered far worse poverty and
human misery than the diminutive—and other observers would add “back-
ward”—Central American republic. These first impressions of the country, to
which Queen Victoria’s government had posted Mrs. Foote’s husband in
1853, were also her conclusions strengthened by eight years of residence
there.

Her memoir revealed at least one explanation for the satisfactory quality
of life: people enjoyed access to land. The large Indian population still pos-
sessed a part of its communal lands, ranked by Mrs. Foote as among the “most
fertile” areas of El Salvador.2 Those who chose not to live in the communities,
she noted, “generally have their own little piece of land and a house on it.””3
The outskirts of the capital, San Salvador, seemed almost Edenic in her prose:
“The environs of the city are very beautiful, being one mass of luxuriant
orange and mango trees, bending beneath their load of fruit, and the cottages
of the poor people are remarkably neat and clean, each surrounded by its own
beauti,fﬁ'l':sklﬁfubbery of fruit trees.”* These observations buttressed her con-
tlusioh'qufthé"ready availability of food. The simple society excluded sharp
distinctions between rich and poor. The Englishwoman praised the practical
modesty among the upper class, although its humility sometimes bemused
her. At one point she chuckled: “One custom struck us as very peculiar in
this state, Everyone, from President downwards keeps a shop, and no one
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objects to appear behind his counter and sell you a reel of cotton, the wives
and daughters officiating in the same capacity.” She left an incomplete
although suggestive portrait of the new nation, characterizing life as bucolic,
devoid of social and economic extremes.

Around the middle of the century, a small group of foreign travelers and
diplomats, among them John Baily, E. G. Squier, Carl Scherzer, and G. F. Von
Tempsky, visited El Salvador.® Their accounts corroborated Mrs. Foote’s.
Although those visitors considered the small nation to be overcrowded even
then, they agreed that most of the population owned land, either individually
or collectively. The large hacienda existed but did not monopolize the rural
economy. Squier noted, “There is little public and unclaimed land in the state,
and few large tracts held by single individuals.”? He contrasted that aspect
of land tenure favorably with the experience of other nations he knew. The
Indians, who at midcentury comprised at least a quarter of the population,
worked either their communal lands or individual plots. A large number of
them exclusively inhabited a Pacific coastal area of 50 by 20 miles between
the ports of La Libertad and Acajutla, “retaining habits but little changed
from what they were at the period of conquest,” according to Squier.? All the
travelers lauded the generosity of nature and spoke of the abundance of food.
Von Tempsky recalled that the Indian Village, Chinameca, he visited in 1855
was “well supplied with the necessaries of life.””? Particularly impressed with
the region of Sonsonate, Scherzer lauded the abundance, variety, and low
price of food.® None mentioned either malnutrition or starvation.

The largely subsistence economy produced rather leisurely for the world
markets. Indigo, traditionally a principal export, earned $700,000 of $1,200,-
000 from foreign sales in 1851. Minerals, balsams, skins, rice, sugar, cotton,
and cacao accounted for much of the rest.

Even though the foreign visitors waxed eloquent about some idyllic
aspects of life as they lived and perceived it in El Salvador, not one pretended
that the isolated nation was a rustic paradise. Problems existed. The visitors
lamented the disease and political turmoil. Still, even if life did not mirror the
ideal, a socioeconomic pattern that benefited many had emerged in the long
colonial period and much briefer national period: food was produced in

- sufficient quantity to feed the population, the economy was varied, little

emphasis fell on the export sector, the land was reasonably well distributed,
the foreign debt was low, and the absence of the extremes of poverty and
wealth spoke of a vague degree of equality. Having endured for some time,
however, by the 1850s such characteristics were about to disappear. The E!
Salvador those foreigners observed was on the threshold of change and a
rather rapid and dramatic change at that.

Over the course of three centuries, Spain had implanted its political,
economic, social, and cultural institutions in its vast American empire with
varying degrees of effectiveness. Those regions nearest the viceregal capitals
or well integrated into imperial trade patterns bore the most vivid testimony
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essful implantation. Consequently, no matter what great dis-
ight have separated Lima from Mexico- City, the gold mines of
Colombia from the silver mines of Bolivia, or the sugar plantations of Cuba
from the cacao estates of Venezuela, similarities in economic and political
structures outweighed inevitable local variations. Historiographic studies
tend to wéll on the relative changelessness and continuity of some of those
: instxtutlo s over half a millenium. The institutions surrounding the use of
 land and labor are two useful examples; the concentration and authoritarian
exercise of pohhcal power is another. Still, the metropolitan institutions did
not fully penetrate every part of Spanish America. To the degree they did not,
 those  regions remained marginal to international trade and isolated from the
- primary: preoccupations of the crown. Fusing Iberian, Indian, and African
cultures and institutions, such regions remained nominally subordinate to a
dlstant monarch but for practical purposes more responsive to local condi-
tions.
More regional diversity existed in Spanish America during the period
when the colonies obtained their independence, 1808-1824, than there would
be at the end of the century. The reasons for the rapid homogenization during

the nineteenth century are not difficult to find. Many of the elites in all the

newly independent governments had embraced or would embrace the ideas
that sprang from the European Enlightenment. They admired French culture,
while they looked to England for their economic vigor. As the nineteenth
century waxed, their collective desire grew to create in the New World a
replica of Europe north of the Pyrenees. To emulate the “progress” the elites
bw of their model nations, they needed capital. They
obtained it through loans, investments, and trade, all three of which linked
them ever more closely to North Atlantic capitalism. Marvelous adyances in
commumcatlon and transportation facilitated the growing conforrmty forged
by common goals and trade patterns. One major consequence was that as the
new. natlons neared the first centenary of their independence, the institutional
Latin America reflected a more striking similarity than they had
after more: than three centuries of Iberian domination. To achieve conformity
requu'ed:"certam areas and nations, those that once had been marginal to
terests and thus most superficially incorporated into European
al patterns, to change dramatically. A predominately export-ori-
ented economy linked to international capitalism became the dynamo propel-
ling that profound rapid change. In certain cases, radical transformation—
almost revolutlonary in some instances—challenged the stereotypes of
“changelessness” and “continuity” often applied to the entire area.

- One of the new nations, El Salvador, provides a striking example of the
rapid and profound change of a once-neglected outpost of the Spanish em-
pire. Further, its experience with progress or modernization accompanied by
the increasing impoverishment of the majority of the inhabitants illustrates
how a Latin American nation could modernize without developing.1?
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Spanish institutions had imperfectly penetrated El Salvador. Throughout
the colomal period that small area bore=a closer rgsemblance to its Indian past

than'to any of the bustling centers of colonial Spanish America. Like the other .

Central Americans, the Salvadorans remained geographically isolated and
largely self-sufficient. As Adriaan C. van Oss convincingly argued, the Cen-
tral Americans had “turned their backs on the coasts and thereby on intensive
commerce with the motherland.”? Yet, within the short span of three
decades, roughly between 1860 and 1890, El Salvador acquired the economic,
. political, and social institutions characterizing the rest of Latin America.
These included a dynamic and modernizing export sector based on monocul-
ture and the predominance of the large estate producing for foreign trade; a
subservient, impoverished, landless rural labor force; concentration of eco-
nomic and political power within the hands of the principal planters who
exercised it from a single dominant city, the capital, which, if it fell short of
duplicating its urban model, Paris, nonetheless contained districts reflecting
the architectural influence of nineteenth-century Europe; and a political un-
derstanding andt8lerance between an increasingly professional military and
politicoeconomic elites. In a number of fundamental aspects, El Salvador
became nearly indistinguishable from the other Spanish-speaking nations.
The process by which that formerly isolated and singular state acquired
institutions characteristic of the rest of Spanish America as well as the conse-
quences of that process merit study.

For three centuries Central America formed part of the Spanish empire
before it fell briefly under Mexican rule. A shaky confederation, the United
'Provmces of Central America, emerged in 1824 but crumbled under political
rivalries a decade and a half later. In 1839, some of the leading citizens of San
Salvador declared the independence of El Salvador, although the vision of a
greater Central American fatherland remained constant in El Salvador. Pro-
mulgating a constitution in 1841, the Salvadorans embarked on a tempestu-
ous political journey. The population of the new republic, estimated in 1855
to be 394,000, consisted largely of Indians and mestizos with a small minority
of whites, blacks, and mulattoes (see table 1). Most of the population lived
in the countryside.

The economic structures characteristic of the long colonial past remained
intact during the first half of the nineteenth century. El Salvador continued
to export in small quantities marginal products of limited demand. The Span-
ish mercantilist legacy rested lightly on the region because of its isolation and
economic insignificance. The land-use patterns accommodated both Spanish
and Indian practices. The Indian villages held the land they needed; the
traditional Indian communities survived. The haciendas, the large estates
owned by Spaniards and their descendants, also existed. In the early nine-
teenth century, there were approximately 440 haciendas averaging close to
2,000 acres each.?® They accounted for one-third of the land area. The Indian
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TaBLE 1 Estimates of the Population of
El Salvador, 1821-1930

YEAR POPULATION
1821 250,000
1855 394,000
1878 554,000
1882 612,943
1892 703,500
1900 783,433
1910 986,537
1920 1,178,665
1930 1,353,170

source: Jeffry Royle Gibson, “A Demographic
Analysis of Urbanization: Evolution of a System
of Cities in Honduras, El Salvador, and Costa
Rica” (Ph.D. diss., Cornell University, 1970), p.
80.

communities produced food for local consumption. So did the haciendas, but
they also grew the principal export crops, foremost of which was indigo.

Indigo production required both a regular and a seasonal labor force. The
haciendas drew their workers from neighboring Indian communities. They
also slowly but steadily encroached on Indian lands. The control of the
political institutions of the new republic by a small merchant and planter class
complemented those trends. The new national elite fully understood the
importance to their own prosperity of controlling land and labor. No longer
did a distant Spanish crown thwart them. For the time being, however, certain
other realities inhibited their economic expansion. The frequent wars in
Central America, a scarcity of capital and credit, a disruption of trade routes
and patterns, and the lack of any products in high demand in foreign markets
caused a general economic decline throughout much of the first half of the
nineteenth century. Those political and economic realities enforced a kind of
balance between the Indian communities and the haciendas. Both seemed to
provide satisfactory, if very modest, life styles. Such was the El Salvador
described by Foote, Squier, Von Tempsky, Scherzer, and Baily.

After 1858, new socioeconomic patterns took shape. Greater political
stability and closer contact with the North Atlantic nations, principally the
United States, France, and Great Britain, partially explain the emergence of
the new patterns. Very importantly, the elite found a new crop, coffee, that
the country could grow and profitably sell abroad. More than anything else,
concentration on the growth and export of that single crop altered old institu-
tions. Before the end of the century, the new coffee estates became the base
of economic production, political power, and social organization. tion. The coffee

planters emerged as the powerful economic, political, and social elite.







