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p a J a toquilla industry 

du r ing the early 1900, s would strengthen t he city., s r ole as a 

regional c ent er and provide a viable economic activity for the 

regions work force. I will trace the rise of this indus try in 

Cuenca and the regional development which its growth brought . 

I s olation from the national scene had been an important theme as 

Cuenc a has always demanded more attention from the central 

government to promote its national integration. The rise of t his 

industry would bring commerce, infrastructure development 

a ccompanied with national integration, communication networks, and 

pol itic al activity to the region. 

The economy's dependence on the industry brought the pa,.ia 

t oquilla c ris is of the 1950's a c• ,.., the price for Panama hats f ell 
✓ 

d rastically on the world market and threw the regiona~ economy of 

Cuenca into a severe depreE.:sion. However, Cuenca., s efforts ~o 

::li.versifv i.t2 eccnc::-1y · -"~:,roved successful as Cuenca witnessed a 

d :r-ar.1atic demogra.f:hic boom dur ,ing the 1950., s and 1960 .. s. The 

' ' Panama" hat industry had given the city a firm economic base or: 

which it could diversify and s hake off its reliance :on the hat 

industry . A c ity which formerly had experienced little population 

growth suddenly g-::· ew six times from 1950 through today. Its 

commercial, financial, and service sectors have grown enormously 

r esulting in t~e influx of i mmig-r·ants from surrounding rural areas. 
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The city's impact on the regional level economically, . politically, 

and socially swelled to new peaks after 1950. Cuenca has and 

continues to serve as the regional economic, political, and 

cultural Mecca for the provinces of Azuay, Cafiar, and Marona 

Santiago. Therefore, Cuenca's situation today has similarities t o 

both Guayaquil., s and Qui to ... s. The city continues to serve as a 

base for export product in the form of manufactures, making it 

similar to Guayaquil. At the same time it resembles Quito in that 

the city continues to serve as a regional _administrative center 

from which regional development is concentrated. 
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I) THE GEOGRAPHY AND CLIMATE OF CUENCA AND ITS REGION: 

The geography and climate of Cuenca have served to make the 

c ity a r e gional c ente r during its history. The city lies in a 

comf o r t a b le environme nt, a fact which encouraged the large 

conc e n trat ion o f popu lation in its va l leys since the Cafiari first 

s e tt led in t h e region. This concentration would make the city a n 

administrative center during the Inca per_iod. Further, this 

population would provide the cheap labor source necessary to build 

the "Panama" hat industry. 

The Cafiari Indi9.ns and the Incas chose to settle on the 

location where modern Cuenca stands today as it lies in the widest 

and most fertile valley i ~ the southern Ecuadorian highlands. The 

ci ty is centered on a large alluvial cone where four rivers meet 

wi t hin the city: the Tomebamba, the Macangara, the Yanuncay, and 

t he Targui. These rivers unite to form the Rio Paute which flows 

e as t ward toward Brazil and into the Amazon River. The city rests 

on three distinct levels of altitude yet is flat within these 

plateaus. Cordilleras , or ridges, of the Andes Mountains surround 

a nd have served to isolate the city through imposing an enormous 

geograi: h ica l barr i e r t ._ tra nsportation within and outside the 

r egion . 2 

Cuenca ' s climat e is de t ermined by its altitude and latitude. 

Cuenca lies within a mountainous zone in the tropics. The average 

altitude o f the city lies around 2,532 meters. Consequently, this 

high a l ti tt~cte makes t he seasonal fluctuations in temperature 

minimal . The average daily temperature swing is twelve degrees 

c entigrade wi th J u n e , July a n d Au gust being the coldest months. 
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The average temperature of Cuenca is fourteen degrees centigrade. 

Rainfall is unevenly distributed throughout the year wi th t he 

winter months being drier. The region does not experience the f our 

seasons but rather a rainy period and a dry period, occasionally 

taking t he form of sizeable droughts. In any case, the climate is 

benign and pleasant making the region a hospitable place t o live 

within its valleys. This climate has caused the region to hold a 

higher c oncentration of people per kilometer than the hot and humid 

coastal areas throughout its history. 3 

The vegetation within the region is largely subtropic.al, and 

the fertile areas whic h remain are almost entirely cultivated. The 

ctrea used to be covered with thick low forests which have -fallen to 

lumberjacks and farmers. Mountain-sides which ·used -to be cove red 

with forests now l ay barren. Soil erosion around Cuenca has taken 

on enormous proportions to the detriment of the regionJs 

agricultural productivity and public heal th. Respiratory diseas·es 

stemming from the abnormally high amount of dust in the air a"re the 

l eading cause of illness in the region. 4 Eucalyptus trees and 

pines have been planted to prevent turther soil erosion, but the 

treesJ toxic leaves have succeeded in scaring off wildl ife wi hin 

the fores t s. 5 Local crops produced include straw u sed f or ,.,he 

"Pa nama" hats, corn , sugar cane, wheat, soy beans, and v.:trious 

other vegetables . The crops produced v_ary with altitude ana 

climate within the region with sugar cane and straw being pr-educed 

in the bottons of the va l leys. 6 

The rivers whic h have made the land of the region .fertile and 

p rov i ded a source of hydro-ele·ctric power have ·also imposed a 
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severe blockade to communication and commerce. The rivers arm .. md 

Cuen c a do not provide transportation routes to the coast as the 

continental divi de lies t o the west of Cuenca causing all the 

cit ·es rivers to f low into the Amazon and not toward the important 

coastal ports. The developed port nearest to Cuenca is that of 

Guayaquil , the leading commercial center of Ecuador. Bridges have 

been critic al to the development of Cuenca'" as the city has 

constantly tried to build more. 7 

Therefore, the geograhpical location of Cuenca would lend it 

to have a sierra-type economy based on subsistence agriculture and 

t he administrative sector, similar to that of Quito. However, the 

area d oes produce the straw necessary to make the low-grade, or 

Gualaquiza, "Panama" hat. More importantly, the benign climate of 

t he region encou raged the concentration of population in the regior 

since pre-Inca times. This population would allow the valley t o 

hold the city of Tomebamba in the Inca Empire and remain a regional 

cultural, economic, and administrative center through today. This 

abundant population would provide the cheap labor necessary for the 

manufacture o f the hats, a concentration of population which the 

tropica l, dise ase- ridden coast lacked until the twentieth century . 



II) THE RISE OF THE PANAMA HAT INDUSTRY (1830-1900) 

The " Panama" hat industry would prevent the city of Cuenca 

from becoming an insignificant city on the Ecuadorian national 

scene. During the nineteenth century, Cuenca found itself trying 

to · hold on to its political ties to the central government t o 

prevent the decline of its regional economy. Conditions in the 

region facilitated the development of the hat industry, such as a 

large indigenous population concentrated in the valleys around 

Cuenca and the capacity to produce straw within the region. The 

industry would transfer the city from an administrative economy 

into a manuf~cture-based economy d~ring the end of the nineteenth 

and beginning of the twentieth centuries. 

The Cafiari Indians were the first people to inhabit the land 

on which Cuenca stands today. This -society was advanced 

politically and economically but remained isolated from other 

Canari g·roups. Theirs was not an urban culture. Their tenure of 

the land came -to an end when the Incas arrived in the -region at the 

end of the fifteenth century. 8 

The Incas fc't1ded the city of Tomebamha o n the site i•;rl·u=·•v-.• - . 

Cuenca i s today and made it into an advanc ed urban ce.:.--.:~ '='~, 

integrating· the Cafiari- Indians into the customs o f the Empi:'.'e. 

They brought roads, buildings, and temples to the city wh ich g ·e w 

to occupy some fifty hectares and surpassed even Cu~co and Quito i n 

glonr with some of its buildings. Tomebamba's location within the 
- " 

~ide . valley made · -it easily deferidable by its able ruler Huayna

Capac. Three primary roads connected the .city with the sierra and 

the coast allowing the ·city to communicate with the rest of the 
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Empire. Tomebamba was an important administ r ative , religious, and 

mi litary c enter until the Emperor designated the city of Quito as 

the new capital o f the Empire in the early 1500>s. The Incan Civil 

Wa.r of 1!529- 1530 brought the ruin of Tomebamba as the Emperor won 

the battle f or c on .r·ol of the Inca Empire over his brother Huascar 

who was using Quito as a base. Atahualpa defeated Tomebamba which 

was allied with Huascar and the Qui to seat of Inca authority, 

leaving the city in embers. 9 

The first documented Spanish knowledge of the existence o f 

Tomebamba was in 1529 when Francisco Pizarro signed an a~reement 

with the kings of Spain to complete the conquest of Peru which 

mentioned Cuenca as an important center to conquer. The first 

Spaniards t o reach the region were under Benalcazar in 1533. 

Benelcazar made an alliance with the Cafiari Indians and proceeded 

to destroy the Incas in Quito and founded the Spanish city of San 

Francisco de Quito. One of Benalcazar>s men, Diego de Sandoval, 

rece ived a large part of the region of Tornebamba as an encomi encla 

and began the SoAnish se ttlement of the region in 1535. 10 

In April of 1557, the Spanish dedicated the city of Santa Ana 

de los Rios de Cuenca lay under the authority of the Prf =idencia 

Qui t o . The city had economic importance for the Spaniards as a 

prosperous mi ne in Gual aceo lay near the city. Roads were i mproved 

to Quito a nd Lima. The Spanish .military fortified the city wh ich 

would serve as an outpost in an isolated region of the Empire as 

the roads r ema ined difficult to traverse making transportation 

times long. Cuenca only had importance on a regional level within 

the :::.,panish Empire; h owever, this role made it the administrative, 
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commercial, religious, and social center of the valleys surrounding 

the city . The city had admi~istrative authority in its 

corregimiento over Paute, las Cafiaris , Gir6n, and Alausi. The 

population o f colonial Cuenca was largely mestizo and Spanish with 

the surrounding rural areas being Indian . The mestizos and Indians 

made up a much greater percentage of the population than did the 

Spaniards. Again, the region had a large concentration of 

population even its rural areas which provided the labor for the 

large encomiendas of the Spaniards. 11 

As the miners extinguished the reserves at the mines of 

Gualaceo , the agricultural sector grew with corn, wheat, and cattle 

being produced for consumption largely within the region. Artisan 

neighborhoods grew u p in the mestizo populated sectors of the city, 

a segment of the population which would manufacture the "Panama " 

hats and other goods dur i ng the nineteenth and twentieth 

centuries.1.2 

During the eighteenth century, the city encountered economic 

and ens uing physical growth . The explorers Juan y Ulloa estimated 

the population of Cuenca to be between twenty-fiv e to thirt y 

thousand people. Michael Hammer l y believes the population of ·~-ie 

ci ty in 1778 to have been 18,919 based on cencus s t at ist · cs. 13 

Agricul~ure remained the principal economic activity of :hP regi2~ 

with wheat and flower being sold to Guayaquil . The artisans so ..:.. d 

their product s only on the local market. They did succeed i ~ 

expanding their production to include bricks, tiles, and textile ~. 

A small me r chant elite grew up which traded products s-o.c1 

precious metal s to Lima, a sixty day round trip . 14 

=., C ' ,-,.,..j 
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had their own ad ~ inistrative s ystems 

co ,trol their regional affairs. 15 

Ecuador became an in depen dent nat ion in 1830 as it separa ted 

:.i.nde:::: pendence p(·?r i. od 

popu la tion and economic prosperity dimi n ish as natura l disasters , 

Ag a in, agricu lture continued to be the p rincipal economic ac tivity 

( signifi.cant export prod uc t. 

The dominant artisa n activity Jf the region began during t h e 

mi d-1800's, the produc tion of stra w hats. The producti~n ha d beG u n 

in s mal l q u a n tities b e f ore 1830 but the first school of we~ve r~ wa ? 

of -~ he Audien cia of Qui to . 17 Vin t i milla explai n s the ex~l cs ion ot 

am0~n t o f free-ti me for fi eld workers, and the high de,sit ies of 

the c a mpesi~o po pulat ion in the Austro region. 19 
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d ays labcr b v 2 campesino for which h~ was paid twen~y c~nt= o+ 0 

:::- u c::r·E --rr--c:Hn 2 hacendado. The raw straw used to make the hats c ost 

three to four cents and was purchased by the hacendado. 

would then be sold for eighty cents by a hacienda owner 

The hat 

By 1862, ha ts had become the second large·st export product for 

Ecuador beh ind cacao, which had an expo~t value six times greater 

than the hat s . The centers of production were the provinces of 

Azuay and Manabi. Buyers initially came _from' Panama s,ince it was 

a mar itime commercial center which traded goods to the Un i ted 

States. Ecu adorians had migrated to Panama on their way t o search 

f o r gold a nd employment in California, making buyers in Panama and 

the United States aware of the hats. rhese buyers, in· turn, reso ld 

the m to buyers from the western United States and gave them .the 

name of "Panama " hats. The growth of this industry would make 

trans portation rout e s to Guayaquil crucial through the twentieth 

century. 1 9 

The establishment of the University o'f Cuenca in 1867 stands 

out aE: another landmark in the development of the_ city. Cuenca 

wou ld become a c e nte r of learning for southern Ecuador as other 

ci ties such a s Riobamba and Ambato lacked universities, _ producing ~.. . . 

a small numbe r of p rofessionals within Cuenca . who ·could organiz e 

the commercial act ivi t ies in the region, such as the marketing o f 

the "Panama " hats . 2 ° Further, Cuenca has always· been a ·cultur·a l 
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c enter wi t h nume rous theaters, painter s in res idenc e, . a nd literary 

s oc ieties. 

Cue nca remained iso lated due to the lack of a durable road to 

the coas t o r to the no rthe rn sierra until the "Panama" hat industry 

had g rown to a n extent t h a t i t b r ought infrastru c ture development 

t o the r e g i on . Ro a ds t o t he coast could not support automobiles o r 

l o rries unt il the mid-1900 .,.s. Cuenca wanted a ·railroad l ine which 

would s tem-off the Guayaqui 1-Qui to line . . ;The Qui to-Guayaqui 1 1 ine 

was completed in 1908 as Guayaquil was in the middle of · it~ cacao 

boom and experiencing rapid growth. Cuenca did receive teleg~aph 

l ines in 1886 which allowed it to communicat~ with .other cities in 

the immediate region. 21 

Administratively, Cuenca did not retain its status as seat of 

the distric t i ncluding the provinces of Loja and Cuenca as Loja 

b ecame an independent province during the early 1800 ~s. Further, 

the province of Cuenca was subdivided into cantones ~ Cuenca-, 

Azogues, and Canar. However, Cuenca.,.s broad administrative powers 

would no t last long as the provinces of Canar and Loja broke o ff 

from Cuenca .,.s d istrictional jurisdiction in the mi d-1800.,s . Cafiar 

b e ~~~3 an a utonomous province in 1884, b r eaking anoth er e c~nomi c 

and administrative link which had been formed wi t hi n the r e gion . 

Fu rther, Cuenca "'s b isho p lost control over Guayaqui l and then Loja 

whe n a n ev-1 Bishop" s office was ,created to handle these a _reas in 

1862 . 22 

Subsequent ly, Cuenca' s regional influence ,weakened as the 

nine t e e n th c entury progressed with the cities of Guayaquil and 

Qu i to g r owing rapidl y in importance. Guayaquil was profi t ·ing from 
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the cacao boom while Qui to reaped the revenues from import and 

( · export duties. Foreign trade began to control the economy of 

Ecuador, and at this point, Cuenca~s "Panama" hat production did 

not compare with the massive production of cacao along the coast. 

Therefore, heading into the twentieth century Cuenca found itself 

falling behind Quito and Guayaquil not only in terms of economic 

prosperity but also in terms of political influenci within the 

region. The economy of Cuenca lacked vitality in the agricultural 

( 

sector, service sector, and commercial . s ·ector. In any case, the 

foundation of the industry which would tie Cuenca into the world 

economy had been laid as some Cuencanos and rural citizens had been· 

trained in hat production. Further, the supply of cheap labor was 

in place which could be trained to manufacture the hats. 
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III) THE CONSOLIDATION OF THE PAJA TOQUILLA INDUSTRY (1900-1930) 

During the first part of the twentieth century, the "Panama" 

hat industry would grow upon the f oundation which had been laid 

during the nineteenth century, consolidating Cuenca., s economi c 

activities . Heading into the twentieth century, by no means was 

the regional economy of Cuenca centered around the "Panama" hat 

industry. The majority of the regions population continued to 

work exclusively in the agricultural sector. The . employment 

opportunities in Cuenca lay in the service sector, artisan 

production of textiles or jewelry, or administrative poits. Cuenca 

had ·- functional roads which could transport its p ~oducts to 

Guayaquil or Quito . Therefore, the rise of the hat industry due to 

the sudden surge in demand for the hats in Europe arid the United 

States provided the needed stimulus for the local economy which 

ended i ts economic decline. The "Panama" hat indµstry became 

s t rong enough to give employment to the majority of the ~ural and 

urban populat ion. Further, the industry -created a rise i n 

consumption which improved commerce in the re~ion. 23 

The pa,.,ia tcquilla industry experienced a verifiable b o c m a.t 

the beginning of the twentieth century as the hats composed a ~a rg~ 

percentage o f the nat ional exports even while cacao exportat i on as 

at its peak. Despite the lack of durable roads t o · the coas a nd 

Quito , the light weight of the hats made their transport by cart 

easy before auto-mobile supportable roads appeared during the mid-

1900 " s _2 4 25 A network of import houses in New York develo :i; e el 

relations ·with the regional -economy of Cuenca. Further 1 the ,.., 
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construction of the Panama Canal created a demand for thousands o f 

the hats which c ould block sunlight on the face. 26 The value of 

hat exportatio n only c omposed one percent of the total exports of 

Ecuador in 1900, while by 1906 it composed ten percent of the tota l 

at nine hundred thousand dollars. 27 Regional development would 

become tied to the prices which these import houses would pay for 

the paja toquilla. Therefore, as the state of the Ecuadorian 

economy was tied directly to the price of cacao on the world 

market, the regional economy of Cuenca found itself in the same 

position with its prosperity balancing on the price of its "Panama" 

hats on the markets in ~he United States and Europe. 
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CHART 128 

CUADRO DEL VALOR DE LAS EXPORTACIONES 
ECUATORIANAI (1ffl • 1911) 

ANO 
TOTAL DE EX- EXPORTACIONES EXPORTACIONES 
PORTACIONES DE CACAO DE SOMBREROS DE . 

PA.IA TOOUIUA 

1870 4.069 .205 2.582.680 392 .100 
71 3.807 .105 2 . 134 .078 92.820 
72 4.261.592 2.246.846 585.499 
73 -3 .028 .200 3.017.800 289.750 
74 3 .913 .539 2 .752 .381 91.200 
75 2 .638.973 1.648.940 86.184 
76 3.389 .627 2 .429.163 76 .800 
77 3.928.468 3.145.120 54 .732 
78 3.365.060 2 .166.120 61 .476 
79 8.684 .320 6 .937.510 98.790 

1880 8.207 .067 5.733.603 80.010 
81 4 .995.676 3 .305 .886 42 .840 
82 5.469 .793 3 .667 .896 109 .380 
83 4 .923 .305 3 .372.220 66 .580 
84 5.915 .052 3. 782.100 291.582 
85 5.344.651 4 .064.733 48 .100 
86 8.576 .767 6. 714 .117 30.809 
87 8 .897 .413 5.682.488 
88 9 .009 .322 5 .534 .420 
89 7 .910 .210 5.620.587 244.048 

1890 9 . 761.637 6 .571.331 483 .699 
91 7 .35-1.800 4 .544 .399 315.874 
92 12 .686 .185 7 .748 .293 383.005 
93 14 .052.314 10 .367 .016 439.105 
94 12 .540 .375 8.217.048 
95 11.562 .749 6.303.168 
96 11 . 978. 110 7.383.818 
97 9.004.585 5.961 .526 317 .172 
98 15 .094.137 10.538.658 158 .167 
99 21 .421.040 16.226.027 321 .367 

1900 15.419 .220 10.700 .582 
01 16 .393 .155 12 .255 .015 
02 18 .106 .038 13.230 .561 
03 18 .626.354 12.-194. 537 
04 23.284.193 15 .248 .691 
05 18 .565.668 10.916 .086 
06 21 .964 .714 12.198 .484 2.232 .872 
07 22 .906 .954 13 .477 .656 2 .342 .088 
08 - 26.559 .207 17.737.040 1.598.568 
09 24 .878 .799 14 .522.617 2.307 .146 

1910 28 .062.363 16.213.670 
11 26.115 .714 16.095.248 2:889.579 

-_ Fuente: Cr6nlca Comerclal e Industrial de Guayaquil en el primer alglo cle 
la lnclepea•ncta (1820 - -1920). 

· Nota: La Cr6nlca no tnie klfonnac:l6n t1e1 -- • la uportackN .. c1e1 
eombtero • ~ ..... • loe p,l■■roa alN de la prlmera CW.:. 
• clel alglo . . 
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During this period, the Guayaquil-based Liberal Party ruled 

Ecuador promoting £re-trade policies which facilitated the growth 

of the paja toquilla industry in Cuenca. The Liberal Party had 

grown due to the coastal prosperity stemming from the cacao boom of 

the late 1800s and ear l y 1900s. This government played the hand of 

the coastal exporters lowering tariffs on exports during the period 

from 1895 to 1925. However, the government neglected the demands 

by Quito and more- so Cuenca for public works projects, disregarding 

the fact that Cuenca was contributing around ten percent of the 

value of the national exports. Therefore, Cuenca was a beneficiary 

of the low trade duties but did not participate actively in forminJ 

this policy.so 

The period from 1912 to 1925 witnessed the rise -in power o f 

the Banco Comercial y Agricola de Guayaquil which worked to promote 

the exportation of products from Guayaquil and then Cuenca. This 

Bank fought to keep export duties low which would, in turn, help 

the paja toquilla producers of the · C..,._01.1ca regio:1 who traded their 

goods out o f the port at Guayaquil to maintain a competitive price 

f o r their goods on the world market. The central ~overnment 

increasingly had to rely on the Banco Agricola as a source of loans 

to keep i tself afloat, further augmenting the power of the coastal 

exporters over the national political and economic scene. The paja 

toquilla export houses of Cuenca developed close alliances with the 

of f icers cf the Banco Agricola to ensure the easy transport of 

thei r good c.- to t he port at Guayaqui1.s1. 

Regional commerce would improve with the ope~ing of the Banco 
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del Azuay in 1919, which gave loans to finance the "Panama" hat 

expor·t house owners. However, the Bank would help to form 

monopolies in the region by controlling the amount of ere.di t 

available to potential borrowers. The Sociedad Comercia 1 y 

Agricola del Azuay would give the Banco del Azuay some needed 

competition when it opened soon afterwards. Landholding and 

business-holdings continued to be concentrated in the hands of the 

few elites of the region. 

On the national level, young Conservative sierra military 

officers overthrew the weakened Liberal government in a coup in 

1925. The Conservative Party had represented the interests of the 

sierra outside Cuenca which sought to raise taxes on exports and 

promote public -works projects which would largely be centered in 

Quito. These sierra officers, who considered Quito to be their 

center as well, considered their financial security to be in 

jeopardy under Liberal rule following the cacao bust. Therefore , 

al though the ·producers of the "Panama" hats feared the higher 

ariffs which would result from the coup of 1925, they h oped tha.t 

the government would bring needed public works projects t o ... he 

region. The Conservative government., s destruction of the Bance 

Commercial y Agricola restricted the supply of credit available to 

the owners of the export houses as the Central Bank ·which replaced 

it did not finance the export sector ~s the Banco Agricola had. 

Mea.nwhile the poor peasants and urban workers wanted the public 

works projects to improve their situation through creating more 

econom i c opportunities. The small labor movement which· sought to 
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gain concessions from the owners of the hat export houses in Cuenca. 

aligned itse l f with the Liberal Party. Octavio Diaz viewed the 

Conservat ive Party iri Cuenca as the protectors of tradition and the 

oligarchy, while viewing the Liberal Party as reformist and willing 

to protect the rights of all citizens. 32 

Provincial governments in the Austro and the municipal 

government of Cuenca would find themselves with surpluses or 

deficits depending upon the revenues coming from taxes on the hat 

industry. However, the nature of the tax system in Cuenca 

prevented the local government from receiving large scale r~venues 

from the "Panama" hat industry. The Ecuadorian government did not 

have an effective income tax system in place with which to take a 

share of the profits made by the middle-men in the hat trade. The 

easiest taxes to collect were export and import tariffs as the 

government lacked the bureaucracy which could ensure the collection 

o f income taxes. Therefore, the government of Cuenca did not 

channel the revenues from the hat industry into public works 

p roj ects which could have improved the quality of life for a.L .. 

Cu encanos . This proc ess of equalization did not take place w' thin 

the r eg ion as i nequ a l ities of wealth remained high. 33 

Two type s of h a ts were produced within the re g_:__o~ · tr..e 

"sombr e ro Cuenca" was made with white straw from Manabi and G-1a.yas 

a nd d e s t i n e d f o r exportation while the "sombrero Gualaguiza" was 

me,de f rom s L,raw cultivated in the Or iente and Azuay and sold 

in .ernal ly dte to its lowe r cost and greater durability. As a road 

wh :ch c ould sLpport aut o-mobiles to the Oriente did not exist until 
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the 1950s, the straw from the Oriente had to be carried by carts . 

s 4 During its peak, the i ndustry employed eighty thousand workers 

in the prov ince . 35 The profits from the production of both kinds 

of hats was concentrated in the h ands of the local bourgeoisie a s 

t ney capi ta.l ized on the transact ion costs of buying the raw 

materials, selling them to the local weavers, and then tra·nsporting 

the fin ished hats to the coast for export. 36 

The chain of production which formed the consolidated "Panama" 

hat industry involved a series of middle-men who reaped the 

majority of the profits from the hat trade. The process began as 

the straw for the sombrero Cuenca was initially be sold by huge 

landholders who produced the straw as a cash crop to · the owners of 

the export houses in Cuenca . These buyers treated the straw and 

then sold it at the local markets to those who could afford to buy 

the primary product.s7 Leonardo Espinoza points out that often 

campesinos or urban poor bought the paja toquilla from ''perros or 

"revendones" who would go through the poorest areas of the region 

and offer wages before the hats were finished for people who wo 0 

.... he straw dist rib uted by _him . . In turn, these "perros" gave the i r 

wo rkere a miserable salary and kept a large percentage o f t h E! 

profits o f the finished product for the.mselves·.ss The e xport 

houE:es themselves employed "azocadores," domestic workers -who wove 

the hats at extremely low cost. The ''compositores" washed, •ironed, 

and finished t he hats in the ex~ort houses. The . hats then· were 

shipped off to coastal markets on the inferior roads which led to 

the coa.st b y transporters who took another sizeable profit for 



rh i s val u e equaled 2.3 ~illicn dollars. 40 Despite this in f l ux a~ 

Health into t~e C~enca reg2on Espino za continually emphasizes tha~ 

these profits di~ n ot· bring economic devilopmen t to the reglon ~ut 

1-·-a·.::.!:e r- ;:in:~y 5:-er- \/E•d tc} E·nr·-.ich the midd l emE·n of the paja toguilla 

industry and especially the expo~t · house~. These middlemen 

worsened the regional economic situation by consolidating · land-

holdings as they purchased large estates. Howevei, the commerce 

which ~he s e mid dle-men brought t o the region did serve to increase 

Me rc h ants _with a new 

purchasinc power demcnj e d gooos from outside the reGi □n. 4 1 

Agricultural workers , 

The mirif u ndi o a nd latifundio proved t o 0e a ver·y 

subsistence'.:' 

~ -: tdated equipment. Oct~v ~.a Dia z points out that in 1919 that the 

Peasan t~ usua ll y did not own the land on whic h 

+hey work0d~ 2 fac to r ~h i c h add2d to low yields. Landho l ding would 
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□e further c onsclidated within the region as cat t l e ranches 

cievel □□ 2d in the a-ea a~ound Gir6n to the southeast of Cu211L0 . The 

supp:; o+ c he~p straw 1 □ r the I ciL~~ though~ 2s che2 p sources ~f 

In 

c::oni:~t..~r:,n t · th(·?.riH.?'. "o-f thE~ hi·::::,tor-y c-f Ct~lE•nc~ ,-ahtf -tie, S;. 'af f~?cteo , ·thE; gr.owt!-, ' 
- . • - - t- ';-- - • - '•-.. - , ~ ~ 

. ~ - ~ 

cf c: eimmE?1--·ce ~ - es pE•:cia l i / _the paja toqui.J.).a ·-indust"ry·1 'in the region. 
y ;"{ r. ., ..,. -:, ,• 
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cc?ntury. 

conditions for the Indians in the region we ~e bet ter than those in 

right to take their white hacendados to court for abuses 2omm~tted 

farming and h2t weavi~g ta bar~ly keep themseives al~ve. ·The cacao 

on the larg2 haciendas which offered higher salaries than th~c 0 

in th{? paja_ toquill .a •industry or 

minifundios. Migration would .even continue duril'!,S ·th_~ pe_rio d of 

economic depression on the coast of the late 1910"s -a.nd i920s while 
-~ .. 

t he paja toguilla i ndustry in t he Austro remained st~o~g~ 45 · 

The Cacao Crisis on the coast following World_ War I .·had. major 
;. 

reprecussions for the national economy, Cuenca 

economy consolidated around the "Panama" hat trad~ e y en __ inougq the 
' .... \ ~ - 111,;. _, ." 

' -~-- ' 
d emand for "Pan ama " hats remained s ·te~dily h~gh. " _The·.c· de~~nd _ for 



~x~c r t revenues ~rcught mass ive devaluation of the sucre duFing the 

helping to bring or mas3ive i ~ flation an d also caused the value of 

L3k 0 Guayaquil, the economy of Cuenca suffered the ini t i~l effec ts 

declined in the Cu~nca region. The consumer price index r ose: 275% 

during t he period from 1913 to 1928 • . F~rther, the central 

government tightened i ts hold on the popul~ti on t hrough c r eating 

135 new taxes in 192 1 ~ : J ne. 4 6 

Laoor o r rai . izations arose en-masse during the ear1y 1920s in 

exploitat ion ty the mid~le-men o f the paj~ toquilla industry using 

strikes to gain the attention of the industry owners and 

government. However, labor unions had alre~dy formed in Guayaqui l 

and Quito numerou s years before they formed in Cuenca. The first 

wo r k-o r iented u n ion was the Alianza Obrera del Azuay, formed in 

1905 t o protect all t ypes o f workers rights, guarantee holidays, 

and promote a b st i n e nce f rom alcohol. The Cuencano uniori~ remained 

unorganized, e spe cial ly i n the paja toguilla industry; due to the 

f act tha t many workers produced goods out oi _their h~mes making 

coordination di f f i cult . Further, the export houses went to great 

lengths to impede the formation of unions within the.ir pr·oduction 

n etwork .. In any case , the continuing exploitation of the . urban 
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paja toquilla worker brought the political activation of the urban 

work ing class in Cuenca. These workers took actions to change 

their mis~~ajle situotions. 47 The paja toguilla crisis during the 

1950s would facilitate the organization of the weavers, though. 

By 1930, the "Panama" hat industry had been consolidated as 

industries and economic sectors had declired in importance before 

The region's administrative 

By thE' 

toguilla industry as the textile industry in Cuenca could not ,adapt 

the appropriate modern technology to ·maintain the quality and price 

Cuenca failed in its 

effor ts tc colon~ ze and in t egrat e the Driente of the Austro int~ 

I ·f the paja toguilla industry had not 

arisen Cuenca would have developed a service and administrative 

oriented economy similar to that of Quito. However, the growth of 

the hat industry developed the economy of Cuenca along th~ lines of . 

Guayaquil, oriented around the export of one primary :product ., 

c acao. Over half the population o'f Azuay was employed __ in various 

stages of hat production. Further, the industry would facilitate 

the growth of commerce in the region as consumption rose. Finally, 

the industry served to perpetuate the inequalities of wealth 
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alread y prevalent in the region. 49 

31 

The region continued to 

· -~ t -i·- ~ -_ ) , ,__ 



( 
IV) A BRIGHT NOTE DURING SOMBER TIMES: THE PAJA TOQUILLA INDUSTRY 

(1930-1949) 

The Great Depression which hit the United States and Europe in 

1929 and continued through the outset of World War II also hit 

Ecuador with equal vengeance. The economy of Ecuador was still 

trying to recover from the cacao crisis .when the Depression •hit. 

Fortunately for Cuenca, the demand for paja -toquilla products had 

remained steadily high during the crisis.: The demand for the hats 

obviously came from a wealthy sector of the American and European 

population who could still afford to buy this cosmet_ic item. 

Therefore, the Cuenca economy would hold a unique status during the 

Great Depression as its "Panama" hat industry prevented the 

depression from being hit as hard as Guayaquil or Quito. 50 

Guayaquil was still suffering from the cacao bust when the 

Depression hit in 1929. Quito would suffer from th& continuing 

decline of government revenues due to the cacao bust and the 

decline of incomes due to the depression. Therefore, · th~ export

oriented economy of Cuenca consolidated -around the ~-~t industry 

proved advantageous. Nevertheless, the economic plight for the 

rural and urban poor was as bad in ·cuenca as in the rest of 

Ecuador.51. 

The continuing devaluation of the Sucre brought more inflation 

and unemployment, damaging the Cuenca economy. Further, the export 
)I .t ... 

, . 

houses found themselves losing control over their industry as they 

received loans from the American paja toguilla import · firms. 52 

During the 1930s, Ecuador saw its trade deficit 
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roof, accumulating a deficit of 5.7 million dollars in 1936 

alone.5 3 An indication that the rural and urban poor believed the 

situation in Cuenca to be in shambles was that migration to the 

coast grew during the 1930s. 54 The depressed agricultural sector 

still forced .its workers to make hats at nigh~ · to-.: __ s:up~ort their 

families. The pric~ of ag:r-icultural · prcidu~ts had als.9 · been driven 
~ .. 

- • - •• )!, ' • "!:-- • 

up by speculators and large hacienda· owners .:Pr.oducing oash-crops, 
• • - "1 ~ .. - • 

. . 

a trend which hurt the campesinos · and urban -~ _l'as'ses who had "to -pay 
- , .... 

higher food prices. 

demand for sugar cane liquor was high duri~g the 1930~. - Government 
• • ,, ~ I"~ -

authorities were frustrated by their ··efforts : to .,inoni tor the 
. ,- . . .. .., ~ - ,, 

production of alcohol as seventy per·cen't was cland_estin'e;. · The high 
1 ' . "?" -• 

.. t. 
!it ie •• , ;.• 

production of alcohol during the _193os · suggests- tliat . !Ilany people 

were not satisfied with the quality . of · their liv~? du~ing the 

Depression.55 

With regards to regional infrastructure d _e;,e1.opment , d; ring 

1920s and 1930s, Cuenca ·still found itself struggling J o , hire more · 

central government funds to its -_ region to promote commerce and 

augment the influence of the "Panaro.a" hat ~ndustry_. -, ~h~ .. '.'Panama " 
b 

hat industry itsel f had not brought. , the needed publi~ : ' works 
,-. ;. 'i ;, .. ~ • .. ~ -

~~ 

projects as profits from ,the industry · ,we.re not -t'ransfe~~ed to the 
( - ~;.,L -., --- -~,. .• -

¼ - -~ ~ • j' 

government. In any cas·e~ the Conservative ·gov ernmezit .did live up 
- • - ~ • .....- ;:r. 

to its policy of promoting public works prp_ject.s ·, i~i:-' ·the regic;m, 

contrast ing the Liberal policy · of · trade· _ p~orri~'·tid~-~:.-_. ·; .jn 1'926, 

automobile-sustainable roads were corriple·ted ·''£r~ni · Cu~n9:~ tq · the 
• • • •• , • 1:..., _ . -' .. -

.... , . ~ --·~-- .-

surrounding smaller cities of Gualace9. , Ea~t~,, .~anq ,:~~-ogues . . 
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1924, the first potable water plant was completed. Telephone lines 

were installed and a small electric plant was completed which could 

sell power to industrial plants during the late 1920s. The 

development o f this infrastructure facilitated the further growth 

o f the hat industry as rural citizens gained the opportunity to 

work in the industry and the commercial' sector grew. 56 

However, the region still lacked c'ommunication tinks ·such as 

paved roads to Guayaquil and Quito which impede the integration of 

the region with the national economy and the growth of the hat 

industry. Further, the transpo~t of ide~s rang~ng from ·technology 

to the arts was impeded through Cuenca .. ·s continued -isolation. 

Again, a commission was sponsored by the Concejo Regional, or 

provincial government, to plan a road sy~tem for the Cuenca region 

in 1930. The lack of available funds to implement the commission., s 

ideas made their efforts somewhat futile and the road development 

around Cuenca -disjointed. With this lack of revenue in mind, the 

Concej o Municipal employed the Minga sys.tern to aid in road 

cons tru ction . 57 

~ ?adical Liberal Party administrat ion un der Mosquera Nerv~ez 

co u. l d do 1 .i t t l f? t e: p 1-·- o t (:?. ,s t t h 12 con t i nu e d e ::-; p 1 o i ta t i'on o-f th f.0 .i. r-

labor on the minifundios. 

Even though ~he economy of Cuenca remained stroMg ~ompa~ed to 

=ampesiros and urb3n poor w□ike~s worsened. 



the r ns~ of living for these classes rose significantly during the 

1930 s. Unemp loyment am~ng this group also rose forcing more peopl2 

t2 weav~ ha~s for a s~urce cf income. E~pin□ zc r elates sttries 0~ 

economic state of the re~i o n . Statist ics from the San Vicente u e 

Paul hospital show that straw weavers were overly-r~prese~ted in 

re l ation to their percenta~e of the populat i on. 58 

By the mid-194 0 s despite the government s efforts ~o suppress 

them ~ labor organizations did succeed · in forming in. Cuenca 

I 

r··E·p r·- t-=21:::-!".:?n ti nq thE E•:-:p l oi tE~d paja toquilla workers. · ·· ._ Political 

instability would emerge during the 1930s and continue through the 

1940s with no presidential adrninistr~tion completing its designated 

te rm , a fact which reflected the general economic a nd -soci~l unres t 

of t h E cc::iunt ··-y at th1:;; ti rn t:::.,. The government g~ew moie ~epressive 

agai n st campesino a nd la bor orqanizations throughout the country. 
- · 'I:- .... • .. ' • 

S.i::-~ 1,=\tt(J?·- Ltr1.i .. or1~-:s ·fo rH)G!ci .i r·, ·t.J·~)f2 paja toguilla export houses and 

sought to serve · the interests of the exploited _· workers . 

Professional unions to se1 ve the interests of barbers, textile 

workers, mechanics, accountants, truck drivers , c ommercial 

employees, and other workers formed, as well. Finally, the 

Federaci6n Obrera del Azuay formed to organize artisan groups and 

bring them higher prices for their finished products. 59 ~.-

Al though the majority of the regional population was suffering 

due to the effects of the Great Depr~ssion, the Va_lue of the 

"Panama" ha.t exports peaked during this era. By 1944, tlie value of 

the exports reached five million dollars, representing . . 
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percent of the total export values of Ecuador. 

36 

Therefore, the 

effects of the Great Depression would have been much greater on the 

urban and rural poor of the Austro if the hat industry had not 

remained strong. The inequalities of wealth in the r~gion caused 

the effects of the Depression to vary greatly am?~gst the 

population. The decline in the value of agricultural products, the 
... ,i. .,,,. 

primary source of income of rural hat -weavers, -forced many 

campesinos to search for _ new forms of -employment _ -ir;i ar-tisan 

industries or on the coast. Cuenca would remain an ex~ort~o~iented 

economy centered around the hat industry during . the Depression. 

During the first five years of Conservative -rule, Cuenca also renp 

the benefits of public works projects which improved -the economic 

base and helped it to paja 
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V) THE PA«JA TOQUILLA CRISIS (1949-1959) 

As the United States emerged from World War II as the economi c 

giant of the world, the Cuenca region entered an economic crisis 

unparalleled in its history as the demand for straw hats fell 

drastically on the world market during the end of the 1940s. The 

demand for the hats fell due to the re-opening of suppliers on the 

world market which could compete with the Ecuadorian suppliers. 

After World War II, trade between the United States -and hat 

suppliers such as Japan, The Philippines, a~d Chin~ began again 

during the late 1940s. Further, · protectionist · policies of the 

United States following World War II £urther served to block t he 

entrance of the hats from Ecuador to its most import?-nt market. 

More importantly, the demand for the hats as a fashion accessory 

fell in · the United States and Europe following World War II, a 

trend entirely out of Cuenca.,s control. 60 This economi~ crash in 

the Austro paralleled the economic boom which occurred on the coast 

with the Banana Boom from 1948 to 1960. Once again, the economic 

prosperity of Ecuador became dependent on the expo~t~tion of one 

pr imary product from Guayaquil. Cuenca's economy no longer formed 

part of this link to the world market. -

The price for paja toquilla started to fall on _the world 

market in 1949 and continued to fall through 1956. The ~mount of _ 

hats and other straw products exported fell from 4.2 -million items 
. - -

in 1949 to 2. 0 mi 11 ion by 1956 . ~ Mor_e importantly, _· the - revenues 

which the exports brought in fell from 81 million sucres in 1946 to 

28 million sucres by 1956. The income tha~ -provid~d 40% of the 
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revenues in the Austro suddenly dwindled to a negligible 

amount.61 The percentage of national exports which the "Panama" 

hats composed dropped from 22% in 1945 to 1.6% in 1954. Chart 1 

provides further statistics regarding the extent of the decline in 

the hat industry. 

Valor _.. ,.... 

Miles de sucres 

Afto Total Urbanos Ruraln 

1950 25.369 9.770 15.599 

1954 11.220 4.265 6.955 

Dlsmlnucion 55.7% 55.7% 55.7% 

FUENTE: Luis Montalve Pozo, ob. cit. 

INGRESO MONETARIO ANUAL PER CAPITA 
(Sucres) 

Aiio 

1950 

1954 

N• tejedores Promeclio 

47.280 

27.393 
Dlsmlnucl6n 41 . 1 % 

537 

410 

23.7% 

FUENTE: Luis Montalve Pozo, ob. cit. 

963 

633 

34.3% 

Rural 

445 
337 

24.3% 

INGRESO MONETARIO DE LOS EXPORTADORES 

Anos 

1954 

1955 

Ano 

1950 

1953 

Unldades 

(miles) 

2.160.200 

Total 

26.635 

8ucres 
(miles) 

23.962.000 

10% ... 

exportadores 

2.396.200 
3.284.930 
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This drop in -the price of paja toguilla affected all , sectors 

of the regional economy. The decline of the weaversJ income -would 

affect consumption on the - local level. By 1955, a Cuencano J s 

ave rage domestic internal product per person was only 1,"420 sue:res 

with the national _ average being 2, 690 sue res. · 
'" -· 'k ,- • J 

Ctiencano earned only half of the national - aver-age~-, '·showlng ; the 
• • . . : .) . ~ ,. ·F ~_ . .;,-<. • • - .. 

I _. -. ·.• .• _ "- .;.i •: h<,. •;>•._• :;,, _ -•-;, _.. "!,."I&'- ' -.,..,_ 

extent of the crisis in the region. · 0 0n -top -of . that,· ·: a ~- weaver's 
~ - • ; ,i- ~ ~ • 

average annual ·salary was only 410 sucres_ in Gu~nca and . 337 _sucres 
,_}. . ·'., :' , -: ,,_ - ,;- . 

in rural areas. At -the : same time ; the _: aver~age·· ~£{ia~y 
toquilla exporter was 160,000 suc~es~s~ 

The ~egional econo~ic c~i~is w~s -·. 
• • .., ..J' ~ -I ~-

-.. - - ; - .. .-. ".,. >;,:: l~t-;" _.!"\. • •,, • • 

state of the .agricultural sector which hihdere.d ·:rural hat:.weavers 
• • ~ . • •• - ' - • ..... ,.. ' - - -· 1 ~ • <', .. - - • ,.. • • . : • • -

. ~ . 
seventy percent of ~ the land_ ·in~-: the: - J/r~ces~ _; ~-f be'iqg' ero~ed. 43 4 

Further, the continuat":i.on 'of - the --l ~t_if~~di~ /-s ~ ste . ·· i 

antiquat~d method~ ·t~rther hurt - th8-" :: ~egiona"i e .~~~nomy -,: ) ~'ap.~bially ~ 
, ~. .,."i J _... 

~ ,. 
for the campesino's . ·.: Due to the paja. toq.uilla. ·pr.isi°s 0 

,; e . _than 
• ,. • • • •. _·_ . > - • " <). 

~ '.,_ " ,:."' . ~ , :Jo ;,;'": -s,. ' .. '~,.,,$ _ .... ~ { 

ha l f the · paja toquilla weavers were - ',.for·ce - . ave.: thei 
• ' ,- .-_ •• ,i. /; •. ,. \ ... - .;,,::·_- , . ,_..,~.,_ .! 

profession and enter the agriculttiral sect -
. , . l- ' '· 

•· • • • • ,.,._ ,¥ ., J ' 

20,000 rural weaver? dropped .to .9 ,pOQ _by -19 
~ ... - ,. ,,.. ._: - :~... ..... - . 

- . . ·• :.· - .. } ~ 

t he women in the rur~l Azuay vi1Jages ha~_-•· . 
~ . ~ . . 

a sec tor which now found itself 
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Despite the massive influx of labor into the agriculture sector of 

the region, agricultural yields did not grow. Salaries in the 

agricultural sector averaged 724 sucres annually, well below the 

already low average for the region. 67 With regards to land 

distribution, agricultural lands remained concentrate~. ~i~ · the hands . 

of° the few. One thousand land owner-s, 4% of the t~t_al, · :~eld _40% of 

~· -
these agricultural lands in Azuay and Canar. 68. 

To combat the effects of the paJ9- · toguiJla ···cris{s: the 
·,. • :r-• ,. , -

provincial government of Azuay and the ·concejo --Mu~icipal pf · ~uenca 
-i' • -: 

-•;-,:; 

worked earnestly to diversify the economy of the ,., regio:n, a massive 
. . '" '• ~} .:. •. 

project which· continued for the next three dec~des~ ·on~ important 
.,. 

facet of this economic . di versification .. ~r:_icluded · · ~ further 

infra~tructure development which .. brought~ more _comme~~~ and -in,d~stry 
b~. ~ ~ .l's: ,:'. . 

to . the region. These development·s includ~d t 'tie-: benstruc-tion of 
- L ! • ,,.. • • 

paved ro'ads to Guayaquil, electrical ·J?lant~, and other -, p;;_blic- works ♦ 
.:, 

projects. 
• • • • • • • ~• •a • •: :. •- :,, ~• C • 

In 1952 ·, a paved r ·oad to ~l Taml;>o,- frorr1 CuenccJ1 -:finally 

gave Cuenca access to the Quito-G~ayaqui1 rail-road line which -had 

been in existence since 1808~ A mode'rn_ high~ay fo Quito was 

finished in 1948; although, the trip still takes ele en hours by 

bus . The paved road to Guayaquil, ·which ·has always h ad sizea.:, le 

portions washed, out was completed in · 19fi3 & - Further·, regular 

cbmmercial flrghts from Cuenca to ·Guayaquil began ~. in 1939. 68 The 

City government found itself haying to ' CO:t}strucct ~ new . br_idges~ in 
w • ., . 

;. 

- ... _,,. ~ . ' 

1950 after a huge flood destr·oye':3-_' al~_ but: two_ br,idges. 
~ 

Th~s flood _ 

also damaged crops in the, valleys .of the region, ·forcing more · _ 

campesinos to migrate to the 
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slowed the demographic explosion in Cuenca which began in_ earnest 

during the 1950s. 7 0 

The Parliament founded . an important regional development 

agency in 1952 to combat the paja toquilla crisis, the. Instituto de 

Recuperaci6n Econ6mica de Azuay y Cafiar (CREA). The -,or:-ganization 

received funding from the central goyernment, _provincial 

governments, and from U. S AID and E~ropean ?overnm,ent_s. The 

central government recognized the crash 6!" the . re_gional economy of 

Cuenca, creating a regional development .agency lik~ -those which 

abounded in Quito. CREA set out to · eliminat~ :t~e _power of the 

export house owners through creating ~hei~ own finJsning plants and 
·., 

export centers which redistributed the profits directly back to the 

workers. They also helped to market the ·ha~s fn El~ropean and North 

American markets. 

The export house owners .fought back. against CREA 'by funding 

the political campaigns _of senators who .. represented their 

interests, blocking the effo:rts ')~ , +,he politically . active hat 
. . 

workers organizations. These senators then had contro l over the 

hiring policies of CREA, protecting the export house owners and 

their potential loss of control over the paja toquilla indust 1y. 

After its first few years of existence, though, CREAJs reforms for 

the regional paja -toquilla industry had been pushed through 

Congress due to -grass-roots pressu·re by labor organiza:tiqris forcing 

the export house owners to relinquish some .of their control of the 

industry. The local labor . organizations had ·. suc·ceeded in 

manipulating the political system to serve -their interests. CREA .. s 
. - ..,_•.:i'. 



.i "l: 

It 

dominant industrv 

1940s· ard early 1950s . 

t '; * :' 

c -f .it·::=.:. p t-·irn c:s/ E:::-~Dc1,..t ~-1Ed n·?tri2i.nec! high .. c:ir', trje-:.·. ~-Jd~:{:ci · ml;;lrke·t ·for-· 

( 

economy with a broade~ base. 
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VI) CUENCA DI VERSIFIES (1950-1982 ) 

. .c ,; ; '1 
l-'- J. ... the dimin~tion Jf 

iJA 

its most do~inate 

To reach this goal of dive rsifi cation, the _commercial , 

sectors of the regional economy expanded upon the inf ras tructure 

which the commercial networ k in place. 

produced hat s which were sold in Cuenca ari d then o n international 

markets. Subsequentl), Cuenca·s dominance as a regional economic 

due to the continuatisn of these commercial netwo r ks . 

Cuenca .. s new 

regional dominance would make it an impor.tant polft_ic·al center of 

the centr-al highlands which could yield more influence on the 

.... i:. 

the Cuenca economy developed a demographic boom unparalleled 1~ its 

ec7n~-)ic c2nter, a trend which can be traced to the c □mm~~c~ whic ~ 



the hat industry h ad brc~qht via transpo r tation r outes to the city 

( an( to the e fforts of the conservative governments _ tti bring public 

brou g h t inf rastructu re deve l opmen t to the ~egion as the p~ovinc ia l 

and mu n ici pal . go v e~~ments could not C: 0 1 1 E•~C: -f 
". 

~ ..... ,.,. - ' ·~. . '.., .~ -.<fl:" .. 
dev eJ.:oi:fm~n_t . ·, \;12:,s : t.r .. \r::: dE"!ve-1-op_m·e _nt 

Azua~ . Paved ro~ds to ·Mach~la, 

" thn.1ugh · ~c1..ter,.;;• th· 

-cs JC 

hc;d 

. -:. . 
i~teinationa ~om~~rc~ 

-· 
the cit '/-' =:;. tou 1'.."- i s;rri 

- ' 
p1'"·ovide th£?. ALi:::.tr-o ·:.e_g · 

·_. - ·~·~ '.,f--t~ ;' 

a:i.d t h E• d .is.ple:iced -, ur;-,emp; 
. ' i,_· 

find i ~g n e w em p loyment. 
. - ~ 

c:r-:;:E~f7:·j f.)L(r$t.tecf ars d(J 

it:1t by a ,cei1t..:1--.2'{l p 



( 

ThE ~ortin~ed cLltivation sf co~r and sugar on landc in 

th9 valleys around Cuenca l1~J mad e fields infertile. 

CREA also funded irrig~tion projec t s which 

t I 

a9en cy s 

in 1960 as the pet roleum boom had given m)re fun~ing to CREA 6n ~ne 

Cuenca would benefit from the petroleum boom i~directly\ However~ 

the greet effects from the bo□m - did not come unt;l the 1970s as 

This process increased the rural citizens ties to the city and 

ther-efor-e communication with the outside world • . Some of the 

In any case, the sale cf 



( 

~ cas~ f low with which to buy items besides fnod and other b2s i c 

dcrnestic items. 77 

The growth of commerce in Cuenca 0 u t si d e the ha t ind ~s t ry n0t 

cit~.zens commuted in 1umber to ruPnr2 e v en included the capital of 

stories high t o the Au s t r o. The area of Cuenca w~ich was ht 1i lt -

over grew tou~ times over d ~r in~ - the peri od from 1 950 to 1975 79 

the t rend towards greater agricultural trade ' on the market in 

Cuenca. Once again 1 agrarian reform was ·proposed wifhin · th~ region 

be the dc.nT,ini.~t.e from -of 



farmin~ techniq~~s which were associated with 

governmental agricu ltural agency. 80 

~;; t.: 

economy, the indust rial sector in the region experienced sizeable 

growth. Heavy industry growth in the region was f~cilitat~d as the 

industries. Artisan workshops which made -jewelry, sho~s, : clothi ng, 

.i.ndu·::=:.tr-y v-,ihic:h gl'-E?l1•J du1,...i.ng the la·te., .1'76('s trJaS;. the-_. con S:.t,,·uct ion 

indus:; y which was rece iv ing a boost from the new supply b1 credit 

Unfortunately , the profits fr2m thEse . industries ~ere 

larJely concentra ted i1 the h ands of t he~r smal l nu~~er of own~r~ 

a nd efficien t in t~eir administration . 

in CuPnr ~ grew by 43.5% during th~ 1960s, reve2l i ng that the lac21 

percent of these unions represented workers in the service sectorsw 



----- ------------- -------------------------------------------

the 

1970 ' s :owa~ds ~rade wi t h i~dustr~alized rations allowed ~~dustry 

consumption. Howeve r, the heav y industries were still dependent o~ 

D~ring the period from 1Y73 to 1978, .232 industries were- created in 

econ omic gap left by the Pan ama hat crisis was the jewelry 

outside the regi on. T he:! local J E:WE!J. l' .. Y shops p~-·odu.·c;pd their- • '=-!ri. __ .,j , .... 

which sold their goods in Cuen ca made Cuenca into· one of the most 

made a n important contribu t ion in d~versi fy ing the irdustris l b3£~ 

By 1968, 35% of the population of Cuenca was woriing 

~he _ central government 



r The c entral government's reliance □n coast2 1 

populc1t.ion int.c:s 

b }-' thf.:? Banco d12 Fcmente: tc:i buy h.::tt.s and m;::1.r-kE~t them. 

cooperative provided. a p~nsion and medical plans for its members . 

The regional economy further improved du~ing the : ~ete 1960s 

and 1 970s with the rise of the petroleum boo~, a trend which aided 

Cuenca's e fforts to diversif y its econo~y as demand , for -~hd~strial 

Cuenca 's · artisan qoois and 

national government revenues were designated for the A~stro region 

by ·!- h F:.• m i. 1 i ti:{ r·· / q C! '/ f:":: r n men t d n rn :.i. n at c.' d _ by s i er· r ~-{ rn i 1 i t C\ r· y o -f :f i cf.:• r-· :?.- n 

;,~ 



~esti ned for exportation . 

~~r- i od of economic prosperity beginning duri n g the late >1760 s and 

its -modern history. 

CHP,PT 

< .... .. --1. ,. __ ~-~---• ~ .. ~- --r - -- -
EMPRESAS ANONIMAS DE LA PROVINCIA· DEL AZUAV 

CLASIFICADAS POR RAMA DE ACTIVIDAD AIIO 1974 
; (Millones de Slacres) 

Rama de Numero 0/o Capital 0/o Actlvos 0/o 
Actividad ., de Cias. Social Totales 

lndustria 13 37.1 243 63.3 595 57 .4 
k 

Electricidad 2 5.7 69 18.0 153 14.8 1
' 

Comercio 14 40.0 63 16 .4 250 24 . 1 
Transporte 1 2.9 5 1.3 23 2 .2 
Servicios a 

Empresas 4 11.4 2 0.5 11 1. 1 
' 

Servicios a 
Personas 1 2 .9 2 0.5 4 0.4 

TOTAL 35 100.0 384 100.0 1 .036 100.0 

FUENTE: Superintendencla de. Compaftfu. I 

ELABORACION: Analisls de Coyuntura. JUNAPLA. 

,.._ :~ . }jt .. :__,.h - ~?' 
~ 

-:t ,.. 

2nd 1970s . The educat ional syste~ of Cuenca took p~id e in ' the tact 
-,.. 



,: ; .. - . .-

un:versity increased its influence on the~culture~of th~ -~i~y as i~ 
.. 

The growth pf department~ _witbin the 

-- . 
p!''"Epctre_-, ;~17 -inCl',-EciS:-1.r!g · "\.l2l~"-iety 

•ti ,,. 

~ 

~ f Y" C) f E-:1 S :.; .i C) r·i 2\ J. :::. tl'J i. t r·s .1. r·, C l..t f:::1r·, c~ c~ ~ F~riiit:·r-1 y,- · Ctter;c~ hai:J' ·to '1e;i\/ on 

o u tside ~rofess\onals 

admint~trative duties 

in 

. _c:tdy_2.n d:E:d 
..J ..-; 

or : Guav.~ci\.ti 1. ~to ·. ., _. -, . :: ... 

"-

~ -~--- ;;;:,,·~~+J-.. .. ~ . or{ ~ '- -:=; ~· l r?: \,~::~· l . -.- --•~ ;H\.I ........ r,,..ng ... . ten,..,:-"• .... ~'f· -. '?:""l ':a _E: ..... 0,,0, .. 1 

as the p~ofessi □nals · coulci der~rle on the ne~d~ of loc~l E:•r.:onorr:-;..,· 

an □ fill them acco~ding!Y• 

dive rs ification bf the lbc~l ~conomy f~ll owing f~e ~ aJ~ =to guil la 

cris is _ Dur i ng the 1950s , the city .. s e xterio r limi ts would ·s urpass 

the old coloni a l bound aries established by t he p la c~m~nt of 

- . -

c: h u i·-c hr:.::: ::~- th 1,..ou (J hou t -t: h(:;;: \/ ,?.. 1 l E?}' o ·f -CuE~n Ci::t .i n the __ ;i. .~5-00E. ThE c::i. t-y 

~ '. 

the:? econ err,:. c !-
-- . . ·; -1-. ~ 1•• 3 l - ,- ·1 l ~ ti C ... 1 . LU.i. '-· \·; <::. r- ··pr_ .. , .J.. . •: ,~.., a . · ·~ --~ of 

•• I 

.. 
.::.he limited t~ -th~ c~lpMial 

being constructed o n the., ( 



( population s\~e signifi cantl y since the mid-1800s. 

cens~s of 1950, Cuenc a h ad on ly grown by ten thousand people to a 

population growth rate rose to 4.6%. The growt~ rate ·~n the rural 

,_ ' 
;:;:re-::?.s du,.-ing the-? .1 9~50i.;. stood at 2~3';C ··-cuEJnca htould becomE• _tJnE• o·f 

exc~pt Guayaquil . 

I ! F' ,S, n .3 ma 11 h .a t b O O tr th a t th f-2 'c j_ t. i . D f C Lien Ca c;i re i-,,1 d F..:' m O g ,,.. a phi Ca } l )--" , 

booms sc~ 

Cuenca's rapid growth fqllowing 1950 emaha~ed ~rom bo~h a boom 

in natural i ncrease and the ~mmigratiorrof · rural people to the city 

~•.i ho no v•J found . j , ... , h •=; du E-~ to th E• c i v er s .:i. f i c: at i c:, n · ·of · . t. h E~ Cu f2 n c: Ei 

of the imm:i.gi · 

r2n=entralion of people per kilometer at 27.4 1 km. than Pichinc h2 ~~ 

imm i ]rants in Cuenca . The paja toquil]~ · crisis had eliminated the 

s ource of income through hat production which • many ·campes inos 
! ~ 

r elied o n to sustain them economically. Ther~fore, · t hey h ad io 

head to an ur ban cent~r in search of wori as t heir ~arming ~- ~com2s 



( 

During t h~ pe~iod 

population migrated to the pr □vi~ces of Guay~s, El Oro, Pi~hincha , 

square ki lomete r . 9 3 

earnest duri1g the 1960s T □ r the first time i n h{story as n e w land 

T0ese ~ields r Pmained fertile for around t e n year~ ~r~~, 

t~c~_T families in Azua; durinf the ha t crisis. 



were deman d ing !a~d s . 

( been much higher i f migran ts from th? r u ral areas and from Cue~ ca 

Within t he urban s e t: i ~g and rural s e t ti ng~~ poverty was still 

presen t fr o m 1 9 50 t h r o u g h 1 9 8 0 as the u nskil l e d a nj sk i lled work er e 

wh o ha d ac tually f ab r icated the hat s had di~fiCµlties 
.... 

j_n · f .i n cli ncJ 

n e w empl □ymen t : opp□rtunit i es. Low ~ income fam~lies opened . up s mal l 

s tores wit hi n t hei r homes to supplement thE•i.r· 
. . 

• -:..: ~, p ~ 

~·i a g ~ - ear r:t .i ri ~j' ~-. 
~ <.. -'~ • 

The g rowt h of industry in Cuen ca outsid~ the hat · induitry did no t 

Workers . still recieved . ~ 

/ 

- J, ·- -

t .D aJ. le,··.Jii:d:E· thE po ·-.·'E'l'-t y ·\r_iit.h.in tht:. cit;1- · hai;~."·b -~•Em h.inde:-:,i'·f=."'."d. 6/ -t ha.:-:~ 

that the Direc torate of ~rban ~lanning . -Offi~e O T 

·,. 
fTl l.t r·r j_ c: i ;:· .:::·~ l :i. i~. -~... c:; .. f r-: L~ E7 r-! c: ~~·:"t. f": E:'\ cl t:i E.1 E:1 r-1 tJ r1 d 2 1:- =· t. Cl f ~ f ~i c.i ~ 9 ~, F Lt r · t t-; f!::_r ;--·· £ .. ;• \/ .1. C! 21 'j ~::: :.;;., 

of the poverty of the regicn was evidehced 
. . . 

by ,+.1---:P f c.i c: t 

only 60% of the province of A~ ua) h~d ~unnihg w~tef whil~ on ly 56% 

,' 

not have mail sErv i ce. 0 r: l y ~ . e ;i g h t -~"3-::':\ r ·1,:-o 9 t~li_ ~ s 

a gr icul t Llral extension s erv ices da~ing - t h e 

A~otner important ::.: -::: ~- ; c::, i" +- ~ ·f-
\_ ; ••• •• ~ - -· ·-· '-•• - , ._. 1 



assimilated b1/ its infl8ence more ac tive polit ically, c 

( 

E\~. l i:1nd r·f::,qui. !'""E:>ffiE?n t~::. -f Dr- :~.;~)te,, .. r'Eg -~ ;.t. 1·-c1Jierp ~-1~:·r~; bE~in.g . e:']. ifoit~//t_e:?d 
~ .. · 

by the n2tion3l - government. 

. . 

i ·,c.TE?a~-E.=;c:I as. populc:=tt.icn ~:rr:Ol,\!th .::dC::L~E- me,_~: ?~~~~~C~! --~n -;~:,1:t~f1~,r~t:?·~·-·:6i'-c:f2 
C'" thE• t°l2. t.i ona 1 po 1 i. ti CE\ 1- SCf-?nE• .. ·. F:=3: ::e.r l Y_., ~ .i~'.e~: ft- c).n ~-~i~.-~d .. ·: §,E'QfnJf-!:rl ts 

demandi1 g a: rari~n 
.. • .;· i,: .. • •" ... 

govf?.!':6,nen b Si;?l;..V:i cets ~ .. :i_n.' .. th(·?. 
- i'"• - • 11!:, ~. , _ ... ~ :- } , 

~ ... 

of the Quito go0ernment which 

to st r: ef-t~_t ~.e~.', th~ ,?6"."2r 
~·e rriec'i\·sut""e!"~ 

.. ~ ..... -· lo 

, 

to quell . labor movements in Cuen 

- -
thE· adm.in~.s.tt-ati--JE, :::,ector · i •n Cu(~nc::-:£.i to 9r-oi,,.i. 

~opu lation of the _region. Many pe0ple in rural areas ?~perierc~d 

he2: l th Tbe ha.d 

+_-_j-_·1_'-.! ' ~ ·· 1 . ' + . , -l h , •·I 1· ·-t: -· ... -• ,: ·, r-~•r::,- c::,•. ·t··~or .; ,''$;_ · ,,.·t-· - , r•,·~ "· nucy __ CY'f ac::ffU.nJ.~j_C.E•f''J. n(;_{ -~' E· EL.L t:~, J.C..r,f .:::} ~,;~.c:Hl • . ,,n_9 . ii .... ,,: . ... dr,po . --c:~ •• t. 

.. :.,"~r,e,-+- crf the gr .. ·wi.....,th o·'f th_E: . gc)\let·-r):~e-rr »,' .. ~-- . 
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( 

of Lhe region with the n ational economy. More importantly, the 

hat industry served to promote new commerce when 

ThE~ succc•~-5 ~- f u 1 di Vf~i--si f .i. cation o·f t:.hF:.• 

r 

e conomy le f t an economy which resembled both the economies of Qt1itn 

The indu~~rial sector c~ntinued to produce gnarl~ 

for e x port, as Guayaquil did~ yet also produced goods for domestic 

~dmiGistrative And service sectors followi ng 

e x pl o sio~ s temminj from ·the e~onomi c re~uperation, leaving Cu enca 

as t he d o minant re~ional center of the Austro. 



CONCLUSION: 

( 

end 2f the nineteenth cen~ury. BefDr·e t h e ''PanEirna' 1 h -::1t indt.t:::-tt·y 

tcok-□ ff~ Cuenca's economy r esembled Quito's as it was oriented 

~~Ltur was dwindling in importance Jeaving few ~ c onomic opti on s to 

bring vitality to the regional economy. 

consolidation o f the hat industry , paralleling the growth of the 

industry ~n c~en~a, 

on one i.1'1dLts tr··"y. 

th21t t·.he hats t-emain2d 



( boo~ and · bust cycl e s wer e ~ ho rter . The cacao and banana crashes 

did reap ~he benefits of the low tariff polici es - of t~e - Liber~l 

Government. The Conservati 0 e Government's poli~ies f r9m, 1~2~~ 1930 

o f pub l i c: v-..tD ,.- k ·:=: c D n ~=-tr~ u c t i o n v-.to u l d he l p thr-:: 

Cuenca overcam~ t he kEy challe~g~ in 

. b/ -.thE-

econorny 

~ ~~ 
f.?.C'.lc•n c:~ i. es q 

- ~ 1: \. 

t h 2 di vereificat ~on of fol_lot•J:i..ng ·thE2 ·c::1,-al':::,h 
--i ' it 

the g 1 nhel economy as new industries producing ~xpor~ ·gpod~ ~Jere 
...,, l. 

Furt~er, locai - ~ndustri es 



as commwnicaticn networks also brought t~e ex~hange · of political 

ide8s and increasing democracy for those citizens who were gaining 
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