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THE ROLE OF PRIVATE ENTERPRISE IN DEVELOPING COUNTRIES 

Governor Bryant, President Reitz, Dr. Wi lgus, distinguished part l cipar.ts 

in the Thirteenth Annual Conference on the Cariboean, Ladies and Gentle~en : 

I am sure that all of us who have come here from Venezuela f or this ~eet­

ing appreciate the warm words of welcome from the Governor of the State of 

Florida and from the President of this outstanding university where we are 

convened. 

We have been aware, of course, for a long ti~e that Florida has had a 

cleep and abiding interest in developing its ties with Venezuela, and many of 

us who have come up here had the pleasure of meeting Governor Bryant and Pres i­

dent Reitz when, with other prominent citizens of this state, they vis i ted Ven­

ezuela a year ago. Among the distinguished Floridians who have contriouted to 

this development are Dr. Wilgus, the Director of the University's School of 

Inter-American Studies, and Dr. Raymond Crist, professor of geography here at 

Gainesville, who has long been a familiar figure in various regions of Vene­

zuela, carrying out his research projects. We are particularl y pleased that 

we will be able to benefit from their comprehensive knowledge of the area dur­

ing this conference. 

There are very special reasons for the close ties between Florida and 

Venezuela: geographical proximity, convenient travel and communi cations f ac­

ilities, and many points of interest which are mutual. Many of us who live 

io Venezuela can testify a bit ruefully perhaps -- to the irresistible 
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attractions of Florida's great shopping centers. Trade relations go much 

d~eper, however, than personal shopping expeditions. In on economic stud/ ma<le 

a few years ago, we found that close to $30 million worth of merchandise, to­

gether with agricultural and manufactured products, left Florida ports in a 

single year on their way to Venezuela 

Happily, this trade and travel is two-way . Delicious shr.i.mp froc Lake 

MaLacGibo are flown up here regu:arly for the delight of Flor:cian connois9e~r s 

of fine seafood. There is a large consumption in this state of Venezuelan feel 

oil, and if I were speaking here this evening, it would be a good guess that 

the source of power for the electricity to light the room was our fuel oil. I 

am happy to report, also, that an increasing number of citizens of this state 

are taking advantage of the excellent air and sea communications with Caracas 

to explore Venezuela's fascinating to~rist attractions. 

There is &mple reason to believe that two-way trade, two-way travel an d 

two-way interest will be maintained and increased in the future. This conferc~~~ 

crganized by the University of Florida will give its participants the opportuni ~~ 

to study the current Venezuelan scene in depth; it reflects an interest on your 

part that transcends purely economic or geographic factors. Such a study can 

only bear fruitful results, and it is for that reason that Creole P~troleum 

Corporation is pleased to be represented here sod to have been able to contrib­

ute financially to help make this meeting possible. 

I 

Certainly the conference got off to a brilliant start with the Venezuelan 

background presentations we heard this morning. Petroleum was mentioned in this 

connection, and the oil industry in Venezuela may, indeed, look back upon a pro­

ductive past and also, I hope, look forward to an equally productive future. My 
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own company and its predeceosors can now claim 40 years of activity, and at 

least or.e of our competitors goes back for nearly half a century. 

Were I to recount history, I could tell of the adventurous and in6enious 

oil pioneers, most of them North American, British or Dutch, who hacked paths 

through jungle and swamp, who braved all manner of disease and r.ardship, who 

even stopped a few Indian arrows, and who brought in the first oil wells. 

these rough and ready individualists often formed close friendships with the 

Venezuelans alongside whoc they worked, but as large numbers of foreign techni­

cians came to the country to operate an expanding i ndustry , so~ial and ecouomic 

distinctions sometimes tended, ·mfortunately, to develop. Great sum3 of money 

were nee1ed to build camps and operating installations in tho~e early days, a..~c 

t e.··es paid w~re necessarily low. 

This, of course, is the background and blessedly far back it is! The 

Venezuelan oil industry today takes second place to none in the skill and abil­

ity of its work force, the modernity of its plant and equipment, the efficiEncy 

of its operations, and its role as a positive factor in the nation's growth. 

ve~ezuelans fill a majority of administrative and technical positions. U. S. 

investu:ent in the industry is the largest by this count;ysin·;;aur .single nati::>:1 . ... . 
in the world. As an indication of operational efficiency, it might be mention­

ed that private oil companies last year were able to pay a daily tax bill of 

nearly $3 million and still show a profit. 

I think a valid point can be made that, with respect to its oil industry, 

Venezuela today definitely is not an under-developed nation. Oil is Venezuela : s 

principal natural resource, and it has been developed rapidly and energetically 

by private enterprise . This has provided the Venezuelan nation with a large 

and steady income for deve l o~ment purposes. 

In addition , the private sector of the economy in general has increased 
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greatly in strength and importance since the end of World War II. E~inent 

representatives of Venezuelan industry, finance and agriculture are with us at 

this conference. The progress and energy which are increasingly chardcterio­

tic of the Venezuelan--and Latin American--managerial class should be recog­

nized as one of the most encouraging dcvelo?ment in the area . 

In Venezuela, raw material producers, industrialists and agricultural 

operator s combine to constitute a creative and productive force of tremendous 

potential. Their activities , if carried out in an investment climate propit­

ious to private enterprise, can best assure the production of wealth which is 

the basis for national growth and development. 

II 

In considering the role of private enterprise in developing countries 

end in the particular segment of these countries th&t interests us--Latin 

1-.!rerica--the Alliance for Progress immed:fa tely comes to mind. The prophets 

of gloom and doom have been enjoying a field day recrutiy in their commer,ts 

en this progra:n, and I'm sure that Ambassador Mosco5o wl:l deal adequately 

with their pessi.&b;m later on in this prograc. I •v!.11 j 1ls!: say that those u~o 

expected the Alliance to transform Latin America ovcrnig~t, tcsether with t~~cc 

who expected it to be an unbroken series of advances , ar~ simply not being real ­

istic. This is a long-range project, in which progress must be measured in 

years, rather than in days. But its goal of basic modification of the hemis­

phere's economic anG social structure is a valid one, in which private enter­

prise is and has bee~ all along profoundly concerned. 

The rol~ of private enterprise in the Alliance pro~rcUn is a grcac dccl 

more iffiportant than many people realize. The financing by government and in­

tP.rnational money agencieG is ~xpected to provide little more than one-third 

of the total of $100 billion, which, according to AmbassaGor Moscoso's speech 
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in Chicago last month, is the amount of inveotment needed through this decade 

to achieve the Alliance goal of an increase of 2,5 per cent per year in Latin 

American per capita income. Two-thirds of the burden will fall on the pri­

vate sector, both incoming foreign capital and investment from domestic 

sources. The dimensiohs of this staggering figure are indicated by the fact 

that the sum total of U. s. private investment in Latin America, at the lacest 

reckoning, is just over $8 billion. 

I would point out, however, that these investments have been a tremendous 

factor in Latin American progress. This fact places private enterprise in a 

strong position to pl ay a major part in fulfilling the aims of the Alliance. I 

believe that offici~l quarters in both Washir~tcn and Latin A~erican capitals 

are becoming increasi ngly aware that if the Alliance i s to succeed, the chief 

~rive must cofue from private sources . 

I f the pr edo~inant r ole oZ t he private cecto:· is acknowledged--as it 

r~ould be--by government , it follows that the main r~te1s of official policies 

must be encouragement of domes tic savings and inver~~~ :·. The private sector 

:.:hould be as~isted and stimulate:d. I t should noc 1·1' •·11.::ac.t~d to c0ntinual re-

&triction and crit:cism. 

Both in the United Statec and Lat i n Atner::.ca, i.: ~'° ~ u:; -:c :r.~ , there has 

been so-:iething of a tendency in ~he past on t!!a pr.rt. c£ vf!1ci,.!l qu«rters to 

understate tl,c impcr.;_::ncc of th~ pr ivate sector: s contribi1tior.. Rc~c:,1tly, rcw­

ever, there h-,. ·,1e bet:.:i enc.o.;raging ind!.cations, esiJec::illy in W.1~oingtcn, t~c>.t 

government is more er:i ruore according due recog~ition to the su:,sta:'l~ial ac.~om­

plishn.ents of busi.n"'SS?::!:!n in the general eff:::,r-r; t::>'11. ~rd ec.o"'!.on:ic devcl~'!)lilent. 

Such recognit,.,:-a b,,c:; far, cf cc.urse, toward eatc!L l' s :,L1.. _he c>':':looph~.~ f or 

effective coor.er'lc..ion bet'1t:!Cn t !1c private and publi<.. s~ct-:>rs th .t is in-liop1.m­

sable to the 3 \..iCCE'!SJ of our unci.E>rtaking. A similar iltif t in oHi.ciai opin.:.on 
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in tha Latin American capitals ~ould further strengthen our prosfects for achiev­

ing the common goal •. 

Our governments urgently need the all-out support of private enterprise 

if the grand design for hemispheric economic and social development is to be 

carried through, just as private busi ness needs the understand ng and compre­

he~sion of its efforts in official quarters so tha t the two sec tors can work tc­

gether on the task that demands the maximum efforts of both. 

III 

We of the private sector have a right to expect sympathy and understand­

ing from government, but we must not expect that government provide our main de­

fense against the Conununist onslaught, 

In the idiological realm, as in all others, we must rely on our own 

efforts . We must realize that the primary weapon of the Marxi~ts is the idea. 

We must counter Marxist theories of develofment with our own. We must stand up 

to their attacks and point out their fallacies. 

The Communists and their allies attack private business and investment 

chiefly on the following grounds: (1) it requires a profit; (2) it is in 

private hands rather than state-owned; (3) it often is subject to foreign 

ownership, thus somehow making it contrary to national interests. 

Under Marxist theory, the effort to make a profit from economic operations 

is the ultimate crime. Put as simply as possible, what is the case for making 

a profit? 

First, in the name of profit, private enterprise does its utmost to ob­

tain the optimum use of capital, labor and materials at its disposal. Conse­

quently, more goods and services are produced at lower cost than is possible 

under any other system, Profits make possible the new investment needed for 

the growth of any enterprise. It also means that employees of the enterprise 
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ar e rewarded for merit and are able t o advance as fas t as t heir own skills and 

application permit. 

Third ly, in the name of profits, it can be demonstra t ed that not only are 

society's mate rial needs being me t, but that human and spiritual values a r e be­

ing promoted as well. We believe it is self-eviden t that man will di scipline 

h imself and develop his own potential more effectively when he is seeking to 

advance his own interests. The virtues of self-reliance, independence , c areful 

and efficient performance, and individual creat~vity are by-products of the 

conditions that prevail under the profit system. And I submit tha t in f oste r­

ing these standards, we are making it possible for the indivfdua l to l iv~ i n 

peace, dignity and mutual respect with his neighbor . 

The Communists have proved that an industrial society can be built upon 

centralized authority and disregard of man, as an individual. We of the Wes t, 

who want our industrial society imbued with freedom, have in the profit motive 

the most reasonable basis for democracy, the form of government we believe t o 

be the most satisfactory and rewarding. 

IV 

Let me turn now to the question of private vs. state enterprise. The 

point of departure of our Marxist critics in this area is that all means of 

production must be in the hands of the state. They claim that private enter­

prise is selfish, exploits its workers, plunders the natural resources of the 

country and, in the case of developing countries, seeks to keep the host coun­

try in the "colonial status" of the last century. By the same token, they 

declare state enterprise would remedy all these defects. 

We believe the most effective answer to all these charges is to be 

found in an objective comparison of the material well-being of the western 
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ccuntrics that have flourished under private enterprise with the co,td!.tions in 

Iron Curtain countries subjected t o Marxiet economic theory. 

In the case of developing countries , we feel there is an urgent need 

for a common front in which both private enter~riae and the state can make 

~aximum contributions toward national growth. Eugene Black, former presid~r1t 

of the World Bank and a man who knows probably as much as anyone about the pro­

bl~ms of developing countries, has poi nted out that perhaps t heir major probl~m 

is the allocation of limited resources. They must, he said, r ea~h the hard 

decision of how to invest public funds so that they will produce maximum bePe ­

fits. 

In the case of developing countries, particularly, we believe that 

public funds should be destined to the realization of those projects, essential 

to the nation's growth, that traditionally are regarded as functions of govern­

ment. The sum total of such projects has been called by the economists social 

overhead capital , or infra-structure, and includes r oads and communications, 

education, public health, development of sparsely settled areas and the l ike , 

There are no developing countries with enough resources to carry on 

these activities and at the same time branch out into fields served efficient-

ly by private enterprise. Furthermore, private enterprise operates in its given 

field with a high degree of efficiency, while the general experience has been 

that state enterprises not only fail to show a profit but actually drain the 

public treasury to supply chronic deficits. 

It would seem clear, then, that in all economies there is a function 

for the state and a function for private enterprise. The combin~d efforts of 
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both are urgently needed to provide the maximum contribution to national de• 

velopment. 

V 

In connection with the third principa l targe t of Marxist attack-­

fo~eign capital--1 would like to refer specifically to the company by which 

I ..m emp:oyed, Creole Petroleum Corporation. 

Our character as a foreign ent erprise is self-evi dent, and we make no 

attempt to disguise it. But we try to show, by our act!ons and a tt! tude s, 

that we are motivated basically by the interests of Venezuela and that we 

believe the interests of Venezuela to coincide with our own over the long term. 

The fact that we have been operating there profitably for 40 years wou~d ap­

pear to offer evidence that this is a viable position. And although xenophooia 

has been a convenient rallying cry for demagogues s~nce the days of the Greeks 

and the Persians, it is possible that this ancient shibboleth may be losing 

some of its impact in today's world: the steady "shrinking11 of the glooe and 

the growing interdependence of nations are having their effect. 

No modern industrial nation could have achieved its present status with­

out the aid of capital, techniques and know-how f rom beyond its borders. It is 

a familiar story to you all, I'm sure, that our own great industrial and com­

mercial growth of the 19th century received much of its impetus from British 

and other European capital. 

In addition to its direct economic contributions to the host country, 

foreign capital brings with it many intangibles that may prove of greater 

ultimate importance. Modern business management methods, large-scale produc-
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tion techniques, transportati on and distribution sys t ems and ot her ~ttributes 

of up-to-date economic operation are among them. Not the l eas t of t hese bane­

fits is the trai ning and experience acquf red by nationals of the host country, 

who occupy an increasingly i mportant proportion of the top jobs in our ent ~r­

prises . Four of t he ni ne members of our board of directors ar~ Venezuel an , a 

former di r ec tor is now the headQ.u'wQr l~L'lolid~producing coordination f or our 

parent firm , Standard Oil of New Jersey, and othe r Venezuelan executives who 

i ece i ved t hei r training in Creol e are now ac t ive wi th affiliated companies in 

Ar gentina, Colombia, and the U.S. A. 

Allow me to illustr ate my r emarks wi th a concrete example of t he way we 

seek t o contribute, above and beyond our oper a tions as an oil company , to the 

Venezuelan economy. 

Creole has always tried to identify its i n t er ests with t :1ose o: Venezue­

la. We be lieve a mutuality of i nteres t exists among the government, the com­

munity at large, our employees, and, of course, Creol e i tself. Thi s posi t ion 

had led us into activities that might seem r emote from t he oil business but 

that, in the final analysis, contr ibute to bolstering the economy. They i n­

clude scholarship programs, extensive con tribut ions to agri cultur e, hous iag 

programs, public heal th and education pr ojects and a broad pr ogr am of i nve st ­

ment in such varied projects as hotels, ferry services, f ood di stribution and 

retailing, h~spitals and packing plants. 

Last year , we took steps to aid the economy, in a period of stress since 

1956 , in a more systematic way. We established the Creole Investment Cor pora­

tion to make investments in Venezuela i n private enterprises unre l a t ed to the 
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oil industry. ~e hope to aid in the industrialization of the coufitry and in 

promotion of economic recovery. Lack of capital had been a principle obstacle 

to buth objectives. 

To date, the Investment Coporation has provided excellent res~lts . 

It has invested $4.2 million in 17 enterprises that have created 1,300 new 

jobs directly and several thousand additional Jobs in back-up and assoc:ated 

industries. It has received overwhelming public support and has attracted a 

great deal of favorable conune~t abroad. 

This project, we believe, fulfills all the basic principles of the 

p~ivate enterprise system that I have enumerated. At the same time, it is 

making a basic contribution to the Venezuelan economy, the economy of a de­

veloping country. 

I cite it because our corupany has been directly involved, but other 

segments of the private sector in Venezuela are carrying out similar projects. 

VI 

Profit making by private ente=prise, whether financed by national or 

foraign capital, is entirely compatible with a broad degree of public res­

ponsibi~ity. 

This sense of high responsibility is found in a broad sector of private 

business in Venezuela: responsibility toward employees, toward the community, 

toward the public in general and toward the government. 

we have been speaking of the economies of developing countries, but, 

in my view, we could speak with equal relevance of the developing nature of 
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pr ivate enterprise. Competitive private enterprise is the mos t effec tive 
system de,eloped t o date for providing man with the goods and services he 
needs and wants in his aspirations for the better lif e. And it carcies with 
it a f lexibility and an adaptability that permits it to gr ow and t o cha1.1ge . 

The very forces that have given rise to the revolution agai nst t he 
status quo are forces that were in large degree generated by t he econoill ic 
progress of the western world, operating under an evolving system of private 
enterprise. It is these forces which constitute the true revolutionary fer­
ment in today's world, and not the doctrine of the Marxists or other totali-
tarian systems. And it is these forces which impose on private enterprise 
its demanding role as the chief instrument for progress in the economies of 
the developing nations. Given its past achievements and its potential for 
future accomplishment, I am convinced that private enterprise will discharge 
this role with a full measure of success . 

.... --.. -·*--------
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