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Outline

• Catching-up and the export-led growth model (1870-1929).

• International trade.

• Foreign investment.

• Migration.

• Institutions in the late 19th century.
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Catching-up and the export-led

growth model



The late 19th century

• Income gap between Latin America and industrial leaders.

• “Take-off” in terms of economic growth.

• Economic growth across the entire continent, but particularly strong in the southern cone (Argentina,

Chile, and Uruguay).

• Export-led growth era (1870-1929) based on commodities: saltpeter, beef, wheat, guano, or coffee.

• First wave of globalization (1870-1914).
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The late 19th and early 20th century

• But the export-led growth era was not only about exporting commodities.

• Also important: Foreign (initially British, and later American) investment in transportation (railroads

and public utilities) and migration inflows.

• Export-led industrialization (Salvucci, 2008).

• Institutional changes: improvements in stability and state capacity.
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Economic growth literature

• Convergence vs conditional convergence.

• Few examples of economic convergence in recent decades (South Korea or Ireland).

• Barriers to economic growth.
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Moses Abramovitz’s framework

• Catching Up, Forging Ahead, and Falling Behind, JEH (1986)

• Latecomers advantage.

• “Backlog” of unexploited technologies.

• Conditional convergence: “Social capabilities.”
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GDP per capita relative to that of Britain, 1875-1928 (%)

Source: Maddison dataset.
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Real GDP per capita in logs, 1875-1928 ($2011)

Source: Maddison dataset.
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Real GDP per capita in logs, 1875-1928 ($2011)

Source: Maddison dataset.
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International trade



International trade

• Falling transportation costs.

• Exporting high bulk-to-value commodities was now feasible.

• The rise in disposable income (and demand for commodities) in Europe and the US.

• Britain and its free trade policy.

11



12



The Battle of Trafalgar by Clarkson Frederick Stanfield (1805)
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SS Aberdeen (1881)
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Liverpool and Manchester Railway

Note: Viaduct across the Sankey Valley, 1831. engraved by Henry Pyall after a painting by Thomas Talbot Bury.
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Merchandise exports as a share of GDP (%), 1870-1992

Source: Bordo, Taylor and Williamson (2001).
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Merchandise exports as a share of GDP (%), 1870-1992

Source: Bordo, Taylor and Williamson (2001).
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Source: Victor Bulmer-Thomas (1994).
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Source: Bordo, Taylor and Williamson (2001), p. 43.
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Source: Victor Bulmer-Thomas (1994).
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Source: Victor Bulmer-Thomas (1994).
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Source: Salvucci (2008).
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Source: Salvucci (2008).
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Foreign investment



Latin America and the first financial globalization

• Capital surplus in Britain.

• Consolidation of the classical Gold Standard.

• Early 19th century in Latin America: low saving rates.

• Funding investment with foreign saving.

• Railways construction.
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Gross foreign assets industrialized countries (% GDP), 1870-2000

Source: Obstfeld and Taylor (2004). 25



Source: Broadberry and O’Rourke (2010).
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Source: Broadberry and O’Rourke (2010).
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Source: Taylor (2008).
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Distribution British gross capital flows in Latin America, 1865-1914

Source: Taylor (2008). 29



Argentina rail network, 1926
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Retiro station (1915)
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The nitrate railway
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Mexican railroads, 1910
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Bank of London and Rio de la Plata (1880)
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Banknote German-Southamerican Bank (1913)
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Banknote Banco de Valparaiso (1876)
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Source: Taylor (2008).
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Migration



Sources: O’Rourke and Williamson (1999).
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Sources: Sanchez-Alonso (2008).
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Sources: Sanchez-Alonso (2008).
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Asian migration

• Middle-East (Lebanese and Syrian) and East (China and Japan) Asian migrants.

• Indentured workers.

• The Japanese migration in Brazil during the early 20th century.

• Chinese workers during the Panama canal construction.
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Also internal migration

• Relocation toward low density areas.

• Patagonia.

• Western Colombia.

• Northern Mexico and Chile.
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Institutions in the late 19th

century



Ulterior causes of export-led growth in the late 19th century

Beyond globalization:

• Higher political stability (substantial reductions in civil wars by 1870s).

• Constitutions: Argentina (1853, reformed in 1860), Brazil (1891), Chile (1833), Colombia (1863),

Peru (1860), Venezuela (1864) .

• Higher state capacity in terms of centralization of power.

• Introduction of modern commercial legislation (commercial codes, stock exchanges).

• Creation of banks.

• But, limited progress in terms of constraints on the executive.
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Sovereign bond yields, 1824-1914

Source: Luzardo-Luna (2019).
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Source: Paolera and Taylor (2012).
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Argentinean Constitution of 1853
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Las presidencias “históricas” (1862-1880):

Mitre, Sarmiento, and Avellaneda
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Generation of the 1880s, 1880-1916

El General Roca ante el Congreso Nacional (c. 1886-1887) by Juan Manuel Blanes.
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Chilean Constitution of 1833
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Battle of Concón (1891)
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The parliamentary era (1891-1925)
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Colombian Constitution of 1863
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The federal-liberal era (1863-1880)

Presidents Manuel Murillo Toro (1864-1866 and 1872-1874) and Aquileo Parra (1876-1878)
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Colombian Constitution of 1886
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La Regeneration (1880–98)

Presidents Rafael Nuñez (1880-1882, 1884-1886, 1887-1888, and 1892-1894) and Miguel Antonio Caro

(1894-1898)
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The porfiriato, 1876-1911
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The “Cient́ıficos” during the porfiriato
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First Brazilian Republic (República Velha), 1889-1930

The Proclamation of the Republic, by Benedito Calixto
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Brazilian Constitution of 1891
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