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T H E  C E P A L  R E V I E W *

Radical changes have been occurring in recent years both in the world and regional 
economic settings and within the Latin American countries themselves. It is no 
longer possible to ignore the fact that far-reaching transformations have been 
taking place for some years in international economic relations, which are 
changing at a pace and with an intensity unknown in the post-war period. These 
changes, which have enormously increased the uncertainty of the future, demand 
a renewed effort of observation, analysis and interpretation which, first of all, 
will help towards a better understanding of the complex problems of the new 
international economic order and, secondly, will lead to policies and positions
more in keeping with Latin America’s interests within the context of the new
international economic scene.

Equally dramatic situations have been arising in the regional setting. The 
last few years, largely because of the renewed difficulties of the international 
situation, are opening the way for new and vigorous ventures in the field of
regional co operation. There are new horizons for co-operation measures among 
governments, and these more than ever need novel complementarity approaches 
and mechanisms deriving from original and imaginative studies and analyses 
carried out in order to serve as a basis for their policy decisions.

No less important are the reviews of the styles of growth and development 
observable in the countries of the region, each with its own particular features. 
The difficulties of the recent international crisis have also brought to light the
weak points of the vigorous process of economic development of Latin America 
in the past decade. I think that a great deal has been accomplished, but there 
are also many problems still to be solved, particularly in the social sphere. The 
solution of some of the continuing problems is hindered by a lack of analytical 
bases and of the necessary knowledge of the facts to promote action. This provides 
an incentive — and a stimulating one— to promote reflection and discussion 
as a basis for national decisions.

From every point of view, therefore, we are living in times cf rich political and 
intellectual effervescence. The challenges they pose, and the possibilities which 
at the same time they offer, demand an effort of systematic, free and imaginative 
analysis. Some fruits of this effort have been the abundant publications of 
informative and analytical material in various forms. Among them, we cannot 
but mention here the Economic Bulletin fo r  Latin America, which, after 20 years 
of existence, has made way for this Review, whose task it is to follow in its tradition

T h e  secretariat of the Economic Commission for Latin America prepares the CEPAL Review, 
but the views expressed in the signed articles, including the contributions of secretariat staff 
members, are the personal opinions of the authors and do not necessarily reflect the views of the 
Organization.



and enrich it with more ambitious aims. To help to fulfil this enlightening 
function of decisive importance to Latin America is the principal objective underly
ing the appearance of the CEPAL Review.

The aim of contributing in this way to the external debate is no less significant 
to us than that of stimulating internal discussion. Through this intellectual 
forum for the work of both the top executives and the staff members of CEPAL, 

CELADE and ILPES, the aim is to promote an internal dialogue and fertile 
controversy among our teams of experts, within the context of their responsibili
ties as international civil servants.

To direct the Review, the secretariat could not have a more valuable 
intellectual contribution than that of Mr. Raúl Prebisch.

ENRIQUE V. IGLESIAS

Executive Secretary



CEPAL REVIEW 
First half of 1976

A critique of
peripheral
capitalism

Raúl Prebisch*
The purpose of this article is to set forth 
the features, relations and fundamental 
problems which characterize peripheral 
development. The analysis principally 
seeks to throw light on the mechanisms 
underlying the distribution of the fruits 
of technological progress among the 
different social strata. To this end, a 
detailed account is given of the process 
of creation of the surplus and of its 
primary appropriation by the upper 
strata (through the power deriving from 
their ownership of the means of production), 
and its secondary appropriation by the 
middle strata (which are favoured by 
democratization).

A number of consequences of this 
process are carefully analysed. In the 
first place, consideration is given to its 
effects on the rate of capital accumulation, 
on the technologies used and on the 
orientation of consumption, investment 
and education; these factors in turn exert 
a decisive influence with respect to the 
sufficiency of dynamism in the economy, 
as ultimately expressed in its capacity to 
absorb labour productively and in progres
sively more equitable income distribution. 
Secondly, some consequences of the 
exacerbation of the distribution struggle are 
studied, such as soaring inflation and 
regressive changes in political regimes. 
Lastly, the author examines the relations 
between the centre and the periphery and 
asserts that these have a decisive influence 
on national processes.

•D irector of the Review.

Chapter I

Overall view

1. Frustrations o f  development

Two high hopes of some decades ago 
have been frustrated in the subsequent 
course of peripheral capitalism. It was 
once believed that if the latter were left 
to be carried along by its own dynamic 
impetus, the penetration of technology 
from the industrial centres to the periph
ery would gradually disseminate its fruits 
throughout all strata of society; and 
that this would help to further and 
consolidate the democratization process.

The facts forbid us to go on fostering 
such illusions. Development tends to 
by-pass a large part of the population. 
It is primarily restricted to the upper 
income strata, where the consumption 
patterns of the industrialized centres 
are increasingly imitated. The consumer 
society has thus established itself in the 
peripheral countries, and the middle 
income strata, seduced by its allurements, 
are striving to participate in it, and are 
succeeding. All this is in sharp and

’This article is a shortened version of a 
larger-scale work on peripheral capitalism. 
Several motives have induced me to present it 
here. Firstly, the wish of expressing appreciation 
to Enrique Iglesias for his gesture in inviting 
me to direct this Review: a responsibility which 
I accept with an enthusiasm and a conviction 
undimmed by the years. Secondly, an intellectual 
necessity: I have written extensively on the subject 
and this summarized version has obliged me to 
make a rigorous and purgative review of my 
material. And finally, I hope that these pages 
will provoke healthy controversy which will 
doubtless be of great value in the prosecution 
of the task I have undertaken.

9
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glaring contrast with the sub-consumer 
society in which the lower strata of the 
social structure struggle to subsist.

The consumer society has an 
immense social and political cost: the 
social cost of injustice and the political 
cost of shattering that high hope once 
cherished. The progressive development 
of the consumer society would in fact 
appear to become, in the long run, 
incompatible with the advance of 
democracy, since it tends to create an 
increasing disparity between the econo
mic and political processes which it 
attempts to correct by setting back the 
latter rather than changing the former.

The consumer society could not 
work its way up to the proportions it 
has attained in peripheral capitalism  
without a very uneven distribution of the 
fruits of the technology that penetrate 
to the periphery from the centres. The 
implantation of the consumer society 
is commonly attributed to foreign 
enterprise, and, in particular, to the

transnational corporations. True, they 
do help to exalt it; they sow in the 
periphery with clear intent, and reap 
abundant harvests. Nevertheless, the 
consumer society could not have develop
ed without the upper income strata’s 
capacity for primary appropriation of 
the fruits of higher productivity".

It would be intellectually irrespon
sible to make assertions of this kind 
without producing sound supporting 
evidence. This I shall attempt to do in 
the course of the present study. In 
the meanwhile, I will venture to offer 
some foretaste of the conclusions I 
have reached after long reflection on 
peripheral capitalism in the Latin 
American sphere. These ideas spring 
from sustained observation of events 
in the course of my long joum eyings 
through Latin America, with a view to 
interpreting their meaning and thus 
helping to work out a theory of change 
in the existing order of things.

2. Centre-periphery pow er relations and their contradictions

If I restrict myself to the Latin American 
sphere when referring to the periphery, 
it is because this is the sphere in which 
I move most easily. As for the centres, 
I intend to refer to them as much as is 
necessary in order to undertake a 
critique of capitalism in this region of 
the American continent which is part of 
a global process embracing both the 
industrial centres and the vast periphery 
of the world economy.

This concept of spatial globality is 
not, of course, the same as that which 
mistakenly arose some time ago, and

which has still not wholly died out, 
despite subsequent experience. We now 
know that the power of expansion of the 
centres is not sufficiently strong to bring 
with it the development of the periphery

2Their ownership of the means of production 
enables the upper strata to be the first to lay 
hands on a large part of the fruits of techno
logical improvement and higher productivity. 
A smaller share then passes to the middle strata. 
The former process is referred to here as 
“primary appropriation” ; the latter is “seconda
ry appropriation”.
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through the spontaneous play of 
econom ic forces. This has not been so. 
Development, as an integral pheno
menon extending with industrialization 
far beyond primary production, has 
been possible only when the periphery, 
during successive crises in the centres, 
has been able to prevail over the play 
of world market forces, which reflects the 
power relations between the centres and 
the periphery. And although those 
relations have become more complex, 
they continue to develop, as in the past, 
under the hegemony of the centres, in 
particular the principal dynamic centre.

The power relations in question, 
however, are very precarious and unstable 
because of the underlying contradictions.

3. Im itative capitalism

In its struggle to develop, the periphery 
tends to follow in the tracks of what is 
done and thought in the centres. Thus, 
in contrast to the innovative capitalism  
of the centres, peripheral capitalism is 
essentially imitative. We adopt the same 
technology, we imitate the centres’ 
consumption patterns and life styles. 
We copy their institutions; and their 
cultural manifestations, ideas and
ideologies are constantly gaining ground 
in our countries.

Access to what has cost the centres 
centuries of effort is certainly of im
measurable value. At the same time, 
however, imitation involves great 
contradictions with the actual circums
tances of the periphery, and this gives 
rise to basic flaws.

Whichever way one looks at it, 
peripheral development lacks authenti-

In the first place, there is a contradiction 
between the participation of the centres 
in the industrialization of the periphery 
and their reluctance to adapt their 
structure of production to the inesca 
pable demands of such a process. In this 
and other aspects of centre-periphery

relations, a narrow outlook prevails in 
which the immediate interests of the 
centres tend to obstruct a longer-term 
view. Secondly, certain ingrained 
manifestations of the hegemony referred 
to are in contradiction with the growing 
sense of national identity and increasing 
freedom of decision-making which 
accompany the development of the 
periphery.

and its contradictions

city. N o means have been found of 
overcoming the contradictions, and 
indeed no serious attempt has been 
made to do so. The penetration of 
technology from the centres requires 
more and more capital, which is not 
available, while it tends to absorb less 
and less a labour force which is relatively 
abundant per se, and is, moreover, grow
ing at an exceptional rate: another 
consequence of scientific and technologi
cal progress.

By virtue of the continous growth 
of productivity it brings with it, however, 
the technology of the centres offers a 
growing potential for capital accumu
lation. But it is not exploited as it 
should be. Its proper utilization is 
hindered by the imitation of the 
consumption patterns of the centres 
and by the fact that the latter, thanks to
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their power, withdraw a substantial part 
of the income of the periphery. In 
consequence, a considerable proportion 
of that potential is wasted.

While the imitation of consumption 
patterns is based largely on inequality 
of distribution, the mass media play an

increasing part in aggravating its 
harmful effects on development. The 
techniques of mass communication are 
powerful agents of the propagation of 
demand for the more and more diversified 
range of goods which modern production 
technology offers.

4. Technological penetration and structural changes

The penetration of the production 
technology of the centres plays a 
dominant role in peripheral development.

The rise in productivity that accompanies 
it brings changes in the structure of 
society, in the course of which the upper 
income strata increase their power by 
concentrating most of the means of 
production in their own hands, with the 
result that they have institutional 
capacity for primary appropriation of 
the fruits of technological progress. The 
middle income strata also strengthen 
their position as they expand with the 
development of industry and other

related activities, but the lower strata 
remain largely excluded.

In turn, these structural changes 
affect power relations and the income 
distribution deriving therefrom.

The so-called free play of economic 
forces is in fact subordinated to these 
power relations and the interests and 
stimuli which govern them: relations 
that demonstrate the complexity of 
peripheral development, in which the 
economic phenomenon of the pen
etration of technology from the centres 
is accompanied by social, political and 
cultural phenomena, all linked together 
in close interdependence.

5. The prim ary appropriation o f the surplus3

What is signified by the capacity of the 
upper strata for primary appropriation 
of the fruits of higher productivity? This 
is a point which must be cleared up if 
peripheral capitalism is to be understood.

It is common knowledge that the 
increase in productivity, with the resul
ting reduction of costs, is not passed on 
to the economy as a whole through a 
downward movement in prices. This is

3This subject is discussed in greater detail 
in chapter ill of the present article.

because demand persistently tends to 
exceed the available supply of final 
goods, owing to the very nature of the 
production process.

Let us explain this in simplified 
terms, to some extent sacrificing the 
strict rules of demonstration for the sake 
of comprehensibility.

We are concerned with an essentially 
dynamic concept, conceivable only in a 
situation of rising production where the 
time factor is of crucial importance.
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A period of varying length, during 
which the many stages of the production 
process are carried out, elapses between 
the incorporation of the fixed capital 
and the appearance of the final goods. 
Two contrary movements occur during 
this period. On the one hand, there is 
the rise in productivity. Technological 
progress reduces the labour force needed 
to obtain a specific quantity of goods; 
thus the corresponding fall in costs tends 
to lower prices.

On the other hand, in the dynamics 
of development the employment of 
labour with rising income must increase 
faster than productivity. Growth of 
productivity and growth of employment 
and production are basic characteristics 
of development.

Thus, the employment of labour 
required tc produce an increased quan
tity of final goods after a given time, 
exceeds the employment which was 
necessary to produce the final goods 
that are currently being offered on the 
market.

In other words, the income paid out 
to the labour force which is being expan
ded in order to obtain more goods in 
the future is greater than the income

6. The inadequate rate

The surplus has an increasingly great 
potential for capital accumulation, 
which is far from being fully exploited.

The accumulation effort must be 
more strenuous in the periphery than 
in the centres. In the latter, technologi
cal development takes the form of an 
increasingly high density of capital per 
person employed, in close interdepen-

contained, so to speak, in the present 
final goods.

Now, in order to pay out this income 
recourse is had — in wholly orthodox 
fashion—  to monetary expansion; and 
that expansion is converted into demand 
which exceeds the supply of the aforesaid 
final goods.

This excess demand allows the 
primary appropriation of the fruits of 
increased productivity by the owners of 
the means of production. Thus we can 
speak indiscriminately of appropriation 
of the fruits of the increment in produc
tivity or appropriation of the fruits of 
technological progress, or appropri
ation of the surplus, although in this 
last case there is some risk of confusion 
with another concept of surplus.

This is the very simple explanation 
of a complex phenomenon to which much 
attention is paid in this study because 
of its profound significance for capitalist 
development. It is an essentially dynamic 
phenomenon. Thus it etudes static 
equilibrium theories, as well as the 
complications of an outdated theory of 
value which, although superseded some 
time ago, continues to be of outstanding 
political importance. I hope — and 
suspect—  that my thesis will give rise 
to salutary controversies.

o f capital accumulation

dence with the growth of income and 
the capacity for accumulation. This 
correspondence obviously does not occur 
when the same technology penetrales 
into the periphery, where incomes and 
the capacity to accumulate capital are 
relatively low. Thus, a greater proportion 
of total income is needed to absorb the 
same amount of manpower on the
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periphery* where* moreover, the labour 
force grows at a higher rate, so that the 
accumulation effort has to be stepped 
up more vigorously still.

Nor is this all. The faster productivity 
rises, the higher the rate of capital 
formation must be, and the greater will 
have to be the proportion of total income 
devoted to it.

This essential requirement is not 
being met in peripheral capitalism. It 
would appear to be incompatible with 
the widespread growth of the consumer 
society, which could not exist, as pointed 
out above, without the considerable 
economic and political power of the upper 
strata, which ensures their primary 
appropriation of the fruits of technologi
cal progress.

Furthermore, in its desire to tackle 
certain manifestations of this limited 
dynamism, the State, likewise under 
the influence of power relations, helps 
to make matters worse by withdrawing 
resources from the accumulation poten
tial in order to finance spurious, not 
genuine, absorption of labour, princi
pally from the middle strata.

Finally, the play of power relations 
at the international level enables the 
centres to take a disproportionate part 
in the gestation and appropriation of 
part of the peripheral surplus, with 
consequences which in the long run 
help to aggravate the insufficiency of the 
dynamism of development.

Unfortunately, the neo-classical 
economists are wrong. If in the free play 
of economic forces a spontaneous

accumulation mechanism were inherent, 
the problem of peripheral development 
would largely, although by no means 
entirely, have been solved. But there is 
no such thing. No mechanism exists to 
ensure that the rate of accumulation 
meets the requirements imposed by the 
growth rates of productivity and of the 
labour force. Nor is there any clear 
indication at the periphery of any 
sustained and deliberate effort to solve 
this problem by adopting a criterion of 
collective rationality.

We have just mentioned three 
phenomena which are typical of the 
periphery and help to explain the ina 
dequate rate of capital formation. Power 
relations appear in them all: in the 
excessive consumption indulged in by 
the upper strata, which would be inexplica
ble without the inequitable distribution 
deriving from those relations; in the 
spurious absorption of labour, influenced 
above all by the power of the middle 
strata; and in the disproportionate 
incomes the centres extract through the 
play of power relations at the inter- 
national level.

There are those who still see 
inequitable distribution as a factor 
favourable to capital accumulation. 
They are overlooking the consumer 
society. At the other extreme, there are 
many who assume that the problem of 
insufficient dynamism is essentially one 
of distribution. They are overlooking 
the unavoidable necessity of accumu
lation.

7. Insufficient dynamism and the absorption o f labour

The insufficient rate of capital accumu- dynamism of peripheral capitalism, i.e.,
lation holds the key to the insufficient of its inability to absorb, in conditions
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of ever-increasing productivity, the 
continuous increment in the labour 
force, steadily raise the latter’s income 
levels and lessen the serious income 
disparities linked to the structure of 
society.

An effort must be made to interpret 
these phenomena within a historical 
perspective. Integral development, exten
ding beyond primary production, is a 
late arrival on the periphery. To make 
up for lost time is a task of enormous 
proportions. Even if the capital ac
cumulation potential is exploited to the 
full and the most suitable production 
techniques are rationally adopted, the 
economy will still take some time to 
acquire sufficient dynamism. The less 
the accumulation potential is exploited 
and the more irrational the adoption of 
technology, the longer this lapse of time 
will be.

Absorption and the improvement of 
the income position of the lower strata 
in relation to the upper are, of course, 
two closely-linked aspects of the same 
problem, as technology from the centres 
penetrates into the periphery. This 
penetration is effected through the 
continual super-imposition of new layers 
of higher-productivity technology on 
those of lower productivity.

In the course of this process, the 
labour force employed in the lower layers 
tends to move upwards, attaining greater 
productivity and higher income levels.

The faster the rate of capital acumu- 
lation, the more pronounced this upward 
movement will be. If the rate is high, 
from each stratum a sufficient proportion 
of the labour force will move upwards to 
promote an improvement in the lot of 
those remaining in the same occupations

as before. On the other hand, a low rate 
of accumulation not only weakens 
upward mobility, but also results in 
redundant labour which is not genuinely 
absorbed by the system. In the periphery, 
insufficient and tardy capital accumula
tion is responsible for the continued 
survival of very rudimentary or pre
capitalist technological layers.

The existence of redundant manpower 
is not peculiar to the lower strata. It is 
to be found in all strata, although its 
implications are different in each.

The political power of the middle 
strata enables them to find their way 
into the State services in greater numbers 
— sometimes much greater—  than are 
really required. This is spurious, not 
genuine, absorption, which also occurs 
as a result of the action of organized 
labour power4.

As already stated, the resources 
which are diverted from capital formation 
in this way accentuate the econom y’s 
insufficiency of dynamism, to the detri
ment of the lower strata. These have 
not enough power to share in the 
spurious absorption of labour, and are 
thus left in occupations where producti
vity is very low and wages are meagre 
— providing unskilled or almost unskilled 
personal services— , or simply remain 
unemployed.

Unemployment is also found in the 
higher strata, since the capacity for

4By organized labour power we mean the 
power acquired by more or less sizable groups 
in all strata of the labour force, through their 
organization in various types of association, 
to push up their salaries and wages above the 
level that would be determined spontaneously 
by market forces.
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spurious absorption is not of course 
unlimited.

Rightly considered, spurious absorp
tion is an integral part of the system  
and of the play of its power relations. 
It is, in reality, inconsistent to criticize 
this role of the State without at the 
same time attacking the prestige of the 
consumer society, in which a large part 
of the potential for capital accumulation 
is wasted.

If the nature of these phenomena is 
to be fully understood, the ambivalence

of development must be taken into 
account. Redundancy of labour and 
the hardship it implies for the lower 
strata are compatible with a high rate 
of development for the upper strata and 
for that part of the middle strata which 
actively shares in the fruits of technologi
cal progress.

In all this is reflected a sharp rise in 
productivity, which does more to foster 
the consumer society than to step up 
the rate of capital formation and the 
labour-absorbent capacity of the system.

8. The distribution struggle

As already noted, the fruits of higher 
productivity are primarily appropriated 
by the upper strata, where ownership of 
most of the means of production is 
concentrated. I say primarily, because 
at the same time a complex redistribution 
takes place, promoted by the increase 
in demand for labour which accompanies 
capital accumulation. The redistribution 
which occurs under the influence of this 
demand is very limited, and the greater 
the absorption problem, the more slowly 
is it brought about. It particularly 
relates to the labour force that posses
ses the wide range of skills required by 
the superimposition of new technological 
layers, extending from organization 
and management qualifications, which 
necessitate long training and experience, 
down to quickly-learned practical skills.

The scope of this partial redistri
bution is still further limited by the social 
power which — according to the way 
income is distributed—  enables some to 
take advantage of the training opportu
nities offered mainly by the State, while

the broad masses have no chance of 
doing so. I refer, of course, to social 
groups, not to individuals.

The higher up the skills ladder we 
look, the greater is the influence of 
social power. At the bottom of the lad
der there is the simple unski lied 
labour force. Spontaneous redistribution 
scarcely reaches it, since the wages of the 
labour which is absorbed are heavily 
affected by the low wage level of the 
labour which remains unabsorbed because 
of inadequate capital formation.

Hence the importance of political 
and organized labour power, which 
attempts to remedy the deficiencies of 
this spontaneous redistribution. This 
power is generally found in the middle 
strata, which — genuinely or spuriously—  
expand with the advance of industriali 
zation and urban concentration.

Their ever-increasing political power 
enables these strata to secure, through 
the State, diverse forms of social 
consumption, while organized labour 
power enables them to improve their
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share of total income and increase 
their private consumption. The power 
within these strata is not evenly spread, 
however, and large groups are more or 
less left behind, jest like the lower strata 
which have little or no power. The social 
consumption of the privileged is thus 
achieved, in part, at the expense of the 
private consumption of those left behind. 
This results in redistributive reactions 
which soon generate the well-known 
inflationary spiral.

The upper strata play an active part 
in the spiral, by raising prices and 
through monetary expansion, after hav
ing given up a part of the surplus which 
is continually renewed. Thus, their 
power is not weakened, but rather takes 
a new turn.

As the democratization process 
advances and political and organized 
labour power is strengthened, the distri
bution struggle waxes fiercer and inflation 
becomes an inherent part of development, 
with all the more intensity as power 
reaches the groups that were left behind 
and the lower strata.

In this distribution struggle there 
is no trend towards equilibrium, no 
regulating principle: on the contrary, 
it progressively builds up its own 
dynamism.

Nor is this all. Unlike the inflation 
of the past, redistributive inflation is 
beyond the control of the monetary 
authorities, so that in Latin America 
we have witnessed their veritable 
dethronement.

Attempts to put matters right prove 
self-defeating when the monetary authori
ties decide to apply credit restrictions 
which were effective in the past. Such 
measures bring economic recession and 
unemployment in their train, with the 
consequent aggravation of the distribu
tion struggle, and this sooner or later 
leads to a fresh upsurge of inflation.

It must therefore be recognized that 
these are relatively new phenomena 
which call for measures of a different 
kind, but for just as much discipline as 
is demanded by the exercise of monetary 
authority.

9. Inflation and political power

In such conditions, the advance of 
democratization would appear to lead 
inevitably to a disiribution crisis.

Understandably, therefore, there is 
some inclination to lay the blame for 
the crisis at democratization’s door.

This attitude fails to consider that under 
the existing system the political and 
organizational power of the labour 
force are the only means of counteract
ing the eccnom ic and political power of

the upper strata and sharing out the 
fruits of rising productivity.

This is another manifestation of the 
imitative development of the periphery. 
The inconditional transplantation of 
certain institutions also creates very 
serious contradictions. The upper 
strata’s hold over much of the means 
of production and the institutional 
machinery, which permits their primary 
appropriation of the surplus, is in the 
long run incompatible with institutions
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which, with the advance of democracy, 
increase the redistributive power of the 
middle strata; and this is even more 
true as democratization extends to the 
lower strata.

It has been possible to mitigate this 
incompatibility, if not to eliminate it 
altogether, when the development of 
democratization has been restrained 
in one way or another. All the more so 
if it is stifled completely, especially when 
the distribution crisis leads to economic 
disruption and becomes socially intoler
able.

When the democratization process 
is merely restrained, representative 
democracy functions formally to a large 
extent, and the political and labour 
leaders are somehow incorporated in 
the system, linking up with the higher 
strata and sharing with them the advan
tages of development. This helps to 
moderate political and organized labour 
preassure so that it is possible, if not to 
prevent inflation, at least to keep it 
sufficiently within bounds to ensure 
regular development. The use of force 
in such a case is accidental or sporadic 
and is not a permanent feature of the 
system, except in latent form.

When the process of democratization 
develops unrestrictedly, however, the

upper strata turn in the last resort to 
the use of force to overcome the distribu
tion crisis.

Once political and organized labour 
pressure is eliminated or reduced to 
minimal proportions, it becomes possible 
to lower real wages and then to curb wage 
increases, while monetary expansion 
and devaluations again raise prices and 
restore the surplus in full.

Clearly, then, the re-establishment 
of monetary authority is feasible only 
at a considerable political and social 
cost: the political cost is obvious, while 
the social cost resides in the fact that 
the restoration of the surplus once again 
stimulates not only capital accumulation 
but also the disproportionate consump
tion of the upper strata.

A developing system, whatever its 
nature, inevitably needs a certain 
amount of distributive discipline which, 
besides being equitable, must also 
encourage the efficient use of the capital 
accumulation potential. This must by 
no means be confused with another kind 
of distributive discipline of a coercive 
nature, which, achieved by sacrificing 
democratization, imparts great vigour 
to the consumer society while maintaining 
the anomaly of a coexistent sub-consumer 
society.

10. Neo-classical reasoning and the peripheral reality

It is not surprising that the contradic
tions of peripheral capitalism and of its 
relations with the centres fail to figure 
in the reasoning of the neo-classical 
economists and of those who dogmatically 
follow their teaching and attempt to

interpret peripheral development in its 
light. They have distorted the facts of 
the case. I must confess than in my 
salad days I allowed myself to be seduced 
by their air of strict logic and the mathe
matical elegance of their theories of
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economic equilibrium. It has taken a 
great intellectual effort for me to throw 
them overboard in order to gain a better 
understanding of the real phenomena.

Those theories maintain that in a 
régime of free competition, income is 
distributed according to the marginal 
productivity of the various factors which 
enter into the process. They implicitly 
contain some sort of ethical concept 
which enhances their prestige, despite 
the decisive role they ascribe to economic 
interest at the expense of other human 
motives. I shall attempt to show else
where that this is not the truth of the 
matter, and that distribution is in the 
last resort the arbitrary result of the 
play of power relations.

The market mechanism is absolutely 
powerless to settle problems of this kind, 
however much it may be the fashion to 
speak of the social market economy. It 
cannot spontaneously raise the rate 
of capital formation to resolve the 
contradictions of imitative capitalism, 
nor can it modify the power relations 
which are the origin of tremendous 
distributive disparities. It does not 
prevent, but rather promotes, the 
adoption of certain kinds of technology 
which militate against collective ration
ality, since they sacrifice employment 
without contributing more than any 
others to the growth of the product.

This induces us to look with new 
eyes at the so-called market forces. It 
is argued that these forces, in a régime 
of free competition, make for an equilib
rium in which resources are allocated in 
the best possible way. But the best 
possible way from what standpoint?

Here a value judgement is inevitably 
implied and should be made explicit.

I have no doubt that such an allocation 
is the best possible from the standpoint 
of the consumer society. Given the 
income distribution on which that society 
is based, individual initiative tends to 
respond fully to the exigencies of demand. 
But since income is distributed arbitrarily, 
the allocation of resources to satisfy 
that demand is also arbitrary. Market 
forces alone cannot, rectify income 
distribution. Other measures are needed 
to correct it, and, if it were so corrected, 
the market forces would generate results 
very different from those obtained at 
present.

Nor is the market able to cope with 
the two-edged nature of technology. 
What production technology has con
tributed to human welfare is incalculable. 
At the same time, however, the evils it 
brings with it are increasingly obvious 
and disquieting. I am referring not only 
to the anomalies of the consumer society 
but also to pollution, the deterioration 
of the environment and the irresponsible 
exploitation of non-renewable natural 
resources. The market mechanism  
cannot be expected to deal with these 
aspects of the seamy side of technology.

Production technology really responds 
to the requirements of demand. It tends 
to move upwards, not downwards. It is 
not concerned with improving the pro 
ductivity of the lower technological 
layers until a more rapid rate of capital 
accumulation makes it possible for them 
to be superseded by others in which 
productivity is higher. For example, 
new technology does not spontaneously 
reach the agriculture of the poor. If the 
yields of their land are improved, this 
is fundamentally due to the almost



20 CEPAL REVIEW i First h a tfo j Í976

invariably haphazard action of the 
State,

Furthermore, the free play of eco
nomic forces at the international level 
does not ensure the best allocation of 
productive resources from the point of 
view of the periphery, even if it is 
favourable to the centres. This is largely 
the consequence of the long-standing 
time-lag with which productive technology 
is making its way into the activities of 
the periphery, although, of course, the 
play of power relations at the world level 
must not be overlooked.

As already stated, relations with the 
centres develop under the hegemony of 
the latter, and particularly of the 
principal centre. Thus, the interests of 
centres tie in with those of the upper

11. The positive

I believe, however, that the market is 
irreplaceable, both for economic reasons 
and on account of political considerations 
which I shall examine on another occasion. 
It is the expression of individual enter
prise, which would be so essential in an 
ideal competitive system in order to 
produce efficiently and satisfy the 
aspirations of consumers; especially if 
mass communication techniques were 
oriented towards accurate information 
on the goods being offered, rather than 
towards the abusive manipulation of 
what has come to be called the sovereignty 
of the consumer.

In addition, there is no other efficient 
mechanism for responding selectively 
to the demands of technological progress 
throughout the entire range of skills, 
from the complex organization and 
management of the production process 
to the handling of the machines.

strata of the periphery, and participate 
with them in internal power relations, 
by virtue of the considerable influence 
they also exercise in the centres them
selves, These interests are subject, 
therefore, not only to the distribution 
struggle but also to political pressure 
that increasingly reflects the feeling of 
autonomy which is in fact inherent in 
the advance of democratization. Only 
it so happens that this political pressure 
and the distribution struggle in the 
periphery are liable to provoke unfavour
able reactions in the centres which may 
also lead, as in the internal sphere, to 
the use of force. It must therefore be 
concluded that the advance of democra
tization likewise calls for fundamental 
changes at the international level.

role o f the market

But I am far from considering the 
market as the supreme regulator of 
development. Nor has the State often 
shown in peripheral capitalism any great 
aptitude for taking deliberate steps to 
influence the forces of development. 
Governed as its action also is by the 
play of power relations, it has shirked 
the fundamental changes without which 
it will be impossible to infuse sufficient 
dynamism into development. In default 
of such measures, it has come to inter
fere in the market, to hamper its 
movements, and to attack only the 
outward symptoms of deep-seated ills.

If nothing is done to combat the 
evils themselves, then the scope of 
planning is always extremely limited. 
At best, it enables the existing state of 
affairs to be put in order. But by itself 
it cannot change that existing order of 
things.
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Chapter II

Technological penetration and the insufficient 
dynamism of the economy

1. The relations o f mutual dependence in development

As a first approximation to reality, we 
would consider peripheral development 
as consisting in penetration by the 
technology of the centres, accompanied 
by changes in the structure of society. 
This changing structure in turn affects 
the kinds of technology introduced and 
the intensiveness and extensiveness 
with which they are adopted.

The structural transformation is 
varied and complex. The changes which 
occur in the income strata as techno
logical penetration brings about a rise 
in productivity are of great importance 
for our analysis.

The strata change according to the 
rate at which productivity increases and 
the way ¡11 which its effects are distributed. 
But as th is happens, changes also take 
place in the social, political and organi
zed labour power of the different strata 
and, consequently, in the relations 
between them.

Now, the power relations which derive 
from the structure of society ultimately 
determine the distribution of income, 
and the pattern of this distribution 
conditions the penetration of technology 
and the ensuing rise in productivity.

This influence of distribution (and

therefore of the structure of society) on 
technological penetration is discernible 
mainly in the capital accumulation the 
latter requires, in the kinds of technology 
adopted and in the patterns of consump
tion. All this acts in turn upon the social 
structure.

These are the links of mutual 
dependence which characterize the tech
nical, economic, social, political and 
cultural elements involved in develop
ment as a global phenomenon.

It is also global in that peripheral 
development should not be interpreted 
in isolation from the capitalism of the 
centres. Not only does imitative capita
lism borrow a great deal from the latter, 
but also there is a special articulation 
of interests whereby peripheral develop
ment takes place under the long-standing 
hegemony of the centres.

The content of the present chapter 
will be confined to an explanation firstly 
of the structural changes which occur 
with the gradual penetration of techno
logy in successive layers of increasing 
productivity and efficiency, and secondly 
of the absorption of labour which capital 
accumulation brings about in different 
ways.

2. The delimitation o f strata

A few preliminary clarifications are substance of this chapter. We have been
called for before we can enter upon the referring to upper, middle and lower
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strata without establishing exact dividing 
lines, but this rough approximation 
suffices for the purposes of our analysis.

The upper strata concentrate in 
their hands most of the means of 
production, whose various types and 
ways of utilization characterize the 
different groups that make up the strata. 
It is their ownership of the means of 
production that gives them their 
capacity for primary appropriation of 
the fruits of technological penetration.

In addition to the groups which 
actually own the means of production, 
the upper strata comprise groups which 
receive relatively high incomes for 
various types of work : above all, the 
labour force which directly serves the 
owners in their enterprises and has 
management, organizational or techni
cal skills. There are also those who, 
through different kinds of links, such 
as banking, financial and professional 
services, or through the important part 
they play in the State machinery, in 
one way or another favour the interests 
of the upper strata and are thus incorpo
rated in their ranks. Furthermore, they 
include dynamic individuals who have 
emerged from the political and labour 
organizations and who, when they join 
the upper strata, help to moderate the 
pressure of those farther below, thus 
contributing to the progressive develop
ment of the consumer society.

In the middle strata there are groups 
which also own a part of the means of 
production, but a much smaller share 
than that of the upper strata. Their 
income stems rather from their skills. 
For the sake of simplicity, I have not 
attempted to deal with complicated

questions of this kind in making the 
present synthesis of my ideas.

An essential characteristic of the 
middle strata is their effort to share in 
the upper strata’s enjoyment of the 
fruits of growing productivity. The 
results depend on a power combination.

In the first place, the penetration 
of technology demands increasingly 
superior skills from the labour force. 
Success in acquiring these skills is 
chiefly influenced by social power, which 
enables advantage to be taken of edu
cational and training opportunities to 
a greater or lesser degree, depending 
on income distribution and the dominant 
influence of the social structure on 
general education and technical training. 
Those higher up on the ladder of skills 
are better placed to share directly in 
the fruits of increased productivity, 
while those lower down must exercise 
political and organized labour power to 
do so. This political and labour power 
progressively develops with the advance 
of democratization.

The result of this power combination 
depends above all on the rate of capital 
accumulation and on the increasingly 
large investment required for the trai
ning of skilled labour.

Finally, there are the low income 
strata. The inadequate rate of capital 
accumulation and of provision for them 
to improve their qualifications cuts them 
off from all but an exiguous share in 
the fruits of technological progress; and 
any influence they can exert through 
political and organized labour power is 
generally too si ight to counteract the 
effects of this situation.

Peripheral capitalism is showing a 
striking inability to solve this serious
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problem of the lower strata; or rather, middle strata, and in the distribution
it is revealing its insufficient dynamism, struggle, which is waged without any 
not only in the lower but also in the regulating principle,

3. The dichotomy o f production technology

A little while ago we referred to the 
penetration of technology in successive 
layers of increasing productivity and 
efficiency. These last two concepts must 
now be explained, since they are of great 
significance in what we have to say.

The concept of productivity relates 
to the steady diminution of the human 
effort required to produce the same 
quantity of goods and services, thanks 
to greater investment in physical 
production facilities and in the training 
of skilled labour.

Increased efficiency requires an 
accompanying increase in the amount 
of capital per person, not, however, so 
as to reduce the labour force needed, 
but to create new goods or new variants 
of goods which are more efficient either 
because they are of better quality or 
give better service than their predeces
sors, or because they meet the demands 
of ostentation or social status. We shall 
simply speak of increased efficiency or 
more efficient goods, dispensing with 
value judgements: not because these 
are of no importance to development, 
for important they certainly are in a 
critical appraisal of the consumer 
society and of the values on which it is 
based, but because we are concerned 
with another aspect of the question, 
which we shall now take up, in view of 
its great relevance to our analysis.

Increased productivity and increased 
efficiency of the goods produced are two

of the forms taken by technological 
development, and they are closely lin 
ked. The production of more efficient 
goods has continuously developed 
thanks to the increase in capital per 
person employed, which in turn has 
primarily been due to the rise in pro
ductivity, in other words, to the form 
of technological development first 
mentioned. It is the higher income 
stemming from higher productivity that 
enables an increasingly large amount 
of capital to be accumulated, and this 
is devoted both to further improvement 
of productivity and to the constant 
diversification of goods and services.

This conceptual dichotomy should 
not lead us to think that it is a matter 
of two separate technologies. They are 
united in their development. A product 
which requires more capital to improve 
its efficiency usually also requires more 
capital to increase productivity per 
person employed.

As will be readily understood, this 
dichotomy is not merely of a formal 
nature, but is of great importance in 
peripheral development.

Higher productivity means an 
increase in the potential for capital 
accumulation. One of the key requisites 
for development is precisely that as 
much of this potential as possible should 
be devoted to capital accumulation, in 
order to absorb more manpower and
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raise the income levels of the labour 
force.

However, imitation of the consump
tion patterns of the centres, along with 
other factors, prevents this from being 
done to the extent that would otherwise 
be possible. This imitation not only 
diverts into consumption resources 
which could be accumulated, but also 
channels capital towards the production 
of more efficient goods and services, 
despite the fact that the supply of capital 
is inadequate from the social point of 
view. The use of capital in this last form 
may be rational when development has 
acquired sufficient dynamism, but not 
while it is still far from that stage. The 
consumer society has its own rationale, 
however, and this is certainly not one 
which is consonant with the interests of 
society as a whole.

A further observation should be 
made on technological development. 
The dichotomy we have discussed con
cerns all goods and services. It exists 
not only in the case of final goods but 
also in that of the primary and inter
mediate products which precede them 
in the production process. In the latter 
instance, however, the replacement of

primary products by synthetic goods 
and the diversification of intermediate 
goods are ultimately a response to the 
dichotomy of final goods and services.

The dichotomy is also found in the 
three large sectors into which the economy 
may usefully be divided for the purpose 
of our analysis. These are the production 
sector proper, the personal services 
sector and the State sector. Productivity 
technology and efficiency technology 
— if I may be allowed to simplify this—  
are very unevenly distributed between 
these sectors, however.

In the production sector proper, 
capital accumulation is directed towards 
both these manifestations of technologi
cal development.

In personal services and State services, 
in contrast, the development of capitalism  
tends to place the accent on the techno
logy aimed at increasing efficiency. This 
is what is meant by the post-industrial 
stage spoken of in the centres. But the 
fact that in the periphery the personal 
services sector and especially the State 
sector have expanded in spite of the 
distance of the economy from that stage 
is partly explained by insufficient econo
mic dynamism rather than by the vigour 
of development.

4. The concept of insufficient dynamism

The penetration of technology, as has 
been pointed out, occurs through the 
superimposition of new layers of higher 
productivity and efficiency upon previous 
technological layers. Thus the new layers 
tend to displace their predecessors and 
absorb the people employed in them, 
as well as the increment in the labour

force. The strength of this dual absorp
tion process depends above all on the 
rate of capital accumulation and of the 
training of skilled labour.

The existence in the periphery of 
pre-capitalist or semi-capitalist technolo 
gical layers where productivity and 
incomes are very low demonstrates that
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capital formation and training of skilled 
labour have been insufficient to eliminate 
them or to absorb their labour force 
more productively. It also reveals that 
the process is not developing altogether 
rationally, for while these layers of 
meagre productivity and very primitive 
efficiency subsist, higher layers with 
greater productivity tend to weaken or 
disappear prematurely.

Let us now see what requirements 
must be satisfied if the superimposition 
of technological layers is to correspond 
to a concept of sufficient dynamism, so 
that we may compare them with what is 
occurring in peripheral development.

There are two main requisites. Firstly, 
the entire increment in the labour force, 
in addition to the manpower displaced 
from less productive and less efficient 
layers of technology, must be genuinely 
absorbed in technological layers of 
greater productivity and efficiency; 
secondly, the different strata must 
increase their income, and the lower 
their position on the income ladder, the 
greater this increase must be. In other 
words, the income gap between the top 
and bottom strata must be reduced and 
the wide disparities characteristic of 
insufficient dynamism must be progres
sively corrected.

This reduction of the income gap 
derives both from progress in manpower 
training and from the rate at which the 
labour force in the different income 
strata moves upwards, thanks to capital 
accumulation.

This last aspect of the question calls 
for further explanation. Any delimitation 
of strata, as pointed out above, involves 
a measure Of arbitrariness which may 
be tolerated for the purposes of our

analysis. If there is sufficient dynamism, 
part of the labour force passes from 
lower to higher strata, while another 
part remains in the same relative 
position but with higher income, because 
of the effect of this very movement on 
the demand for labour. The greater the 
proportion of those genuinely shifted 
upwards, the stronger will be the tendency 
towards an improvement in the lot of 
those who remain in the layer where 
they are. Thus the level of all strata 
will rise, although to a differing extent.

The degree of sufficiency of dynamism  
— in other words, of upward mobility—  
may differ according to the rate of 
growth of the labour force, the rate of 
capital formation and the rationality 
of the kinds of technology adopted. We 
shall revert to this subject later .

For the moment, let us examine the 
nature of insufficient dynamism. This 
phenomenon occurs when productivity 
or efficiency increase through the 
incorporation of new technological layers 
in the whole or much of the economy, 
but the rate of capital accumulation is 
not sufficient to bring about an upward 
movement, both of the labour already 
employed and of the increment in the 
labour force, that will really narrow the 
income gap. On the contrary, there is 
a manifest deterioration of the position 
of the lower strata in relation to the 
higher. If the insufficiency is very great, 
as usually happens, redundant man
power is left, either wholly or partially 
unemployed.

The meaning of this should be 
carefully considered. Insufficient dyna-

5See the following sections of the present 
chapter.
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mism does not imply absence of 
technological progress. On the contrary, 
such progress may be very great in the 
new technological layers. But, as will 
be seen below, the more productivity 
increases, the higher the rate of capital 
accumulation must rise. Otherwise, the 
absorption process slackens, while the 
incomes of the privileged strata may 
attain high rates of growth.

The effects of insufficient dynamism  
are not spread evenly throughout the 
labour force. An important distinction 
must be made here. Technological 
progress brings with it increasingly 
exigent requirements in respect of 
skills, and for that very reason the 
growth of demand for labour generally 
gains all the more impetus the higher 
the skills involved. At the other end of 
the scale is unskilled labour, demand 
for which tends to increase at a relatively 
low rate.

Consequently, the effects of insuf
ficient dynamism are mainly felt by this 
unskilled labour force.

Insufficiency of dynamism also 
affects the higher strata, but there the 
redundant labour usually avails itself 
of its social or political power in order 
to become absorbed. This, however, is 
not genuine absorption responding to 
real needs, but spurious absorption, 
primarily in State services. Similar 
forms of absorption achieved through 
the exercise of labour power, may also 
be seen in the production process but 
usually to a lesser extent.

This explains the disproportionate 
growth of State services in some countries, 
both in the government proper and in 
public enterprises. Public enterprises, 
in some cases, represent an alternative

to transnational corporations, while in 
others they may be justified because of 
the monopolistic character of the service 
concerned. It cannot be denied, however, 
that underlying certain ideological 
reasons for which the functions of the 
State are extended is the desire to find 
sources of employment which the eco
nomy has been unable to provide because 
of its insufficient dynamism.

The spurious absorption of labour 
cannot fail to defeat its own ends, since 
it signifies a diversion of resources that 
could be devoted to capital accumulation, 
and the insufficiency of dynamism 
preventing genuine absorption will 
thereby be accentuated.

Care must be taken, however, not 
to draw partial conclusions from this. 
Reflection shows that the consumer 
society also produces these effects, with 
their harmful implications for the rate 
of capital accumulation. Basically, 
therefore, this is a similar problem.

To this phenomenon of spurious 
absorption of redundant labour must 
be added another which is by no means 
unimportant. It is to be seen in personal 
services, demand for which is maintained 
or increased precisely because these 
services are so ill-paid. Thus, the upper 
strata — in addition to retaining part of 
the fruits of technological progress—  
benefit from the widening of the income 
gap at the expense of the lower strata. 
The same advantage is enjoyed by the 
middle strata.

This is a phenomenon which is 
characteristic of regressive absorption 
of labour, in contrast with the progres
sive absorption which takes place by 
virtue of the growing demand for labour 
caused by technological penetration and
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the exercise of political or organized 
labour power.

Our next step is to consider the main 
factors of insufficient dynamism, namely, 
the inadequate rate of capital accumu
lation, which has been mentioned several 
times in passing; the adoption of un
suitable kinds of technol ogy ; the

influence of consumption and investment 
patterns; and the contradictions in the 
training of the labour force.

All these factors are related to the 
structure of society and the spontaneous 
play of economic forces, rather than 
correcting the insufficiency of dynamism, 
tend instead to aggravate it.

5. The rate o f capital form ation

The intensity of the absorption of labour 
and of its upward mobility depends 
fundamentally on the rate of capital 
accumulation, the rate of increase of 
per capita productivity and the growth 
rate of the labour force.

After a long period of evolution, the 
technology of the centres, as is well- 
known, has come to require a high 
density of capital per person, in mutual 
relation with the growth of income. Since 
the periphery has a much lower income, 
the transfer of this technology compels 
it to devote a far higher proportion of 
its total income to the absorption of a 
labour force having the same rate of 
growth. The growth rate is higher in the 
periphery than in the centres, however; 
and, in addition, productivity should 
also increase faster if the great centre- 
periphery disparity is to be progressively 
reduced. Thus, the scale of the capital 
accumulation effort the periphery must 
make to infuse sufficient dynamism into 
its development is plain to be seen.

Nor is this all. The more the growth 
rate of productivity rises, the more the 
rate of capital accumulation must be 
speeded up to absorb the labour force 
available; in other words, the more the 
coefficient of investment in relation to

the product or to total income must 
increase6.

This is far from happening in peri
pheral capitalism. A factor which works 
against it is the imitation of the con
sumption patterns of the centres due 
mainly to the primary appropriation of 
most of the fruits of technical progress 
by the upper strata.

Thus, while the growth of pro
ductivity carries with it a great potential 
for accumulation, the progressive 
development of the consumer society, 
along with other factors, wastes a more 
or less substantial part of this potential.

6To illustrate the workings of the process, 
let us take a simple example. Let us suppose 
that the labour force grows at a rate of 2.5 per 
cent, that the rate of increase of productivity 
is 5 per cent and that three units of capital 
are needed for one unit of product. In such a 
case, the absorption of the entire increment in 
the labour force calls for a capital investment 
coefficient of 22.5 per cent. If the coefficient 
were lower, 19.5 per cent of the product, for 
instance, only a 1.5 per cent increment in the 
labour force would be absorbed.

Let us now suppose that the growth rate 
of productivity rises from 5 per cent to 6 per 
cent. This would call for an increase in the rate 
of capital accumulation until a coefficient of 
25.5 per cent were reached, in order to absorb 
the increment of 2.5 per cent in the labour force.
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The advance of the consumer society 
is notably assisted — as has already 
been pointed out—  by the continual 
diversification of goods which ac
companies progress in production 
technology and which in particular takes 
the form of innovations enhancing the 
efficiency of goods. While primary pro
duction, particularly in agriculture, has 
a very narrow margin cf diversification, 
the tendency of industrial production 
is towards unlimited multiplication of 
the diversity of goods, a fact which is of 
great importance in internal develop
ment and in trade with the centres.

Production technology thus responds 
to the growth of productivity and income 
by generating new kinds of demand, 
which spread very rapidly, owing to the 
advance of mass communication techni
ques.

This movement extends to the mid
dle strata, with their ever increasing 
eagerness to participate in the consumer 
society, to which end the forms of credit 
characteristic of the centres are also 
imitated. Consumption runs ahead of 
savings, to the detriment of capital 
accumulation. This development should 
not be judged in isolation, however, but 
in the context of a critique of the con
sumer society.

In the last analysis, it is one of the 
ways of maintaining the concentration 
of capital and the corresponding ap
propriation of the fruits of technological 
progress in the hands of the upper 
strata, while relieving the middle strata, 
with their natural approval, of any 
responsibility for capital accumulation 
in the production process.

There is nothing in the spontaneous 
play of economic forces which makes for

adjustment of the rate of capital ac
cumulation to the dynamic requirements 
of the economy. In actual fact, the sort 
of use made of the market mechanism, 
through which the forces in question 
operate, simply reflects the structure 
of society responsible for the power 
relations which determine the uneven 
distribution of income. Without that 
structure, there would not be the exag
gerated imitation of the consumption 
patterns of the centres, which has such 
manifestly adverse effects on capital 
accumulation.

From another point of view, insuf
ficient capital accumulation leads to 
the spurious absorption of labour 
mentioned earlier, in which the play of 
power relations likewise finds expression 
as the political influence of the middle 
strata increases. This gives rise to a 
veritable vicious circle, in which absorp
tion withdraws resources from capital 
accumulation, while inadequate capital 
accumulation is a contributory cause of 
spurious absorption.

Finally, another factor helps to 
weaken accumulation : power relations 
at the international level. The superior 
power of the centres enables them to 
extract from the periphery an over- 
large proportion of the fruits of
technological progress, to which their 
enterprises have unquestionably made 
a highly effective contribution, particu
larly from the standpoint of the
consumer society. We shall return to
this point later7. Here we will only
make special mention of the negative 
effects exerted on accumulation by the

For a more thorough discussion of this 
important question, see chapter vi.
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technology aimed at improving the 
efficiency of goods and services.

It has already been pointed out that 
this increased efficiency is obtained 
through a rise in the density of capital 
per person, which can be achieved only 
by stepping up productivity. This 
makes sense in the centres, but entails 
a patently irrational state of affairs at 
the periphery.

It is worth repeating that while there 
is not enough capital for the economy 
to acquire sufficient dynamism, capital 
is invested in the production of highly 
efficient goods, when there are others 
which could satisfy demand with less 
capital, although with less efficiency.

Here again we encounter another of

the important consequences of uneven 
income distribution. The more the 
income of the privileged strata increases 
in the course of development, the more 
pronounced is the orientation of demand 
towards more efficient goods, to the 
detriment of those produced in preceding 
technological layers.

The same occurs in respect of 
services. The more efficient services 
generally require growing amounts of 
capital investment to give the labour 
force the necessary training.

It should be noted that in this as 
in other cases, the market mechanism  
does no more than respond to a demand 
which reflects distributive inequalities 
deriving from the structure of society.

6. Kinds o f technology and the rate o f absorption

The rate of capital accumulation has 
already been discussed. We shall now  
deal with its influence on the rate of 
absorption of labour, which depends on 
the kinds of technology in which capital 
is invested, as well as on certain forms 
of consumption and investment.

In considering this subject, the 
explanations given with respect to 
technologies that increase productivity 
and those that increase the efficiency of 
goods and services should be borne in 
mind.

Let us take a look at the implications 
of the productivity technologies, as we 
termed them, for the absorption of 
labour. There is frequent discussion in 
the periphery about technological 
options which, while signifying less 
product per person employed, make it 
possible to absorb more labour and

ensure a larger total product for society 
as a whole.

Except in some specific cases, how
ever, this subject has not been explored 
as thoroughly as it deserves. The centres 
have naturally taken no interest in such 
technological options, because their 
innovation efforts, in addition to seeking 
new forms of efficiency, are directed 
more and more towards the goal of 
reducing the use of labour.

In any case, the spontaneous play 
of market forces does not lead enterprises 
to search for and adopt such options as 
those, but rather to look for kinds of 
technology which increase productivity 
at the expense of employment.

Now, taking the economy as a whole, 
if the labour force grows by, say, 3 per 
cent, then enterprises, guided by the 
profit motive, will prefer kinds of tech
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nology which give an average increase 
in productivity of, say, 9 per cent, but 
with an increase of only 1 per cent in 
employment, rather than technologies 
which can absorb the entire 3 per cent 
increment in the labour force but give 
a rise of only 7 per cent in productivity. 
In both cases, the growth rate of the 
total product would be 10 per cent.

It might be inferred from this that, 
since the rise in the total product would 
be the same, it would not matter to 
society as a whole whether enterprises 
adopted the technologies affording 
greater productivity and less employ
ment or those resulting in higher employ
ment and lower productivity. This is 
not the case, however, since apart from 
the obvious social considerations, 
persistent unemployment or redundancy 
of a large part of the labour force would 
lead to the spurious absorption to which 
we referred above, and insofar as this 
occurred, the State, in order to deal 
with the problem, would have to tap in 
one way or another a part of the re
sources accruing from the productivity 
increment, at the expense of capital 
accumulation. I do not think this is 
far removed from what actually happens 
in the periphery.

It thus appears that even if the 
growth of the global product is the same, 
rationality for the enterprise does not 
necessarily coincide with rationality for 
the economy as a whole.

The followers of the neo-classical 
doctrines usually assert that if the laws 
of the market were respected, the price 
of capital and the price of labour — if I 
may be forgiven the term—  would adjust 
themselves in such a way as to favour 
the options that were most suitable from

the standpoint of collective rationality. 
We shall discuss this subject on another 
occasion, when examining theories 
which, formulated in the centres, fruitles
sly dispute the interpretation of peri
pheral development. Suffice it to say 
here that, contrary to the neoclassicists’ 
belief, the laws of the market are interfer
ed with not only by the rise in salaries 
and wages brought about by organi
zed labour pressure, but also by the 
primary appropriation of the fruits of 
technological progress. For although 
the surplus is the most important 
medium of accumulation, it does not 
manifest itself in market demand for 
investment funds, and consequently 
tends to depress the price of capital.

In view of the existing ignorance 
regarding technological options, it is 
impossible to assess the influence of 
collective irrationality in the introduc
tion of new layers of technology. What 
can be asserted is that this irrationality 
has some responsibility for the prema
ture displacement of preceding tech
nological layers.

Thus, it often happens that physical 
capital whose useful life could be
prolonged for some time more, perhaps 
with a few adjustments, is replaced, out 
of amortization funds accumulated by 
the enterprise, with other forms of
capital through which it is possible to
reduce the labour force and obtain more 
efficient goods and services. Rationality 
for the enterprise is here in conflict 
with collective rationality, which would 
choose to prolong the working life of 
physical capital and use the amortization 
funds for new investment that would
provide more employment.
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In addition, as pointed out elsewhere, 
technological layers which produce goods 
of higher efficiency may displace others 
producing less efficient goods. The 
attitude of consumers is very important 
here. As per capita income rises, demand 
tends to be diverted primarily towards 
more efficient goods, at the expense of 
the technological layers which create 
goods of lower efficiency. The greater 
the inequity of distribution, the more 
marked this tendency becomes.

In this way the labour which was 
employed in the lower technological 
layers is reduced or eliminated, with 
the resultant loss of income and savings 
capacity and without the generation of 
other forms of absorption of labour. 
The consequences are even more serious 
if the physical capital employed in such 
enterprises is largely provided by other 
enterprises of similar productive rank.

These are technological layers which 
cannot defend themselves through the 
dynamics of the market. When the 
growth of demand is diverted away from 
them towards goods from higher tech
nological layers, not only is unemploy
ment generated, but there is also loss 
of the multiplier effect which might 
otherwise have been brought about in 
the labour force by virtue of the growth 
of any demand oriented towards their 
products and not towards more efficient 
goods. Furthermore, if this multiplier 
effect were secured by protecting such 
activities, it would not be at the expense 
of the goods and services produced by 
the higher technological layers. Demand 
would ultimately be directed towards 
them, whether they were final goods 
or primary or intermediate products,

although its composition would be dif
ferent.

I repeat, therefore, that we are 
dealing with an irrational phenomenon, 
in which new technological layers prema
turely eliminate preceding technological 
layers to the detriment of employment 
and the total product. Sooner or later 
the previous technological layers must 
be eliminated, but in a rational order: 
in other words, as capital accumulation 
makes it possible to absorb the labour 
which is thereby being displaced.

This tendency for demand to be 
diverted towards more efficient goods 
and services goes beyond the scope of 
the domestic economy. It is a factor 
of great importance in the external 
bottleneck, a phenomenon which we 
shall be discussing later9. The contrast 
between the high income-elasticity of 
imports and the relatively low growth 
rate of exports is mainly attributable to 
the evolution of the technology of the 
centres and the backwardness of the 
periphery in this respect. In the centres, 
new technological layers are continually 
being added which are the source of 
those more efficient goods for which 
demand tends to develop at high speed 
in the periphery. Much import substi
tution activity relates to such goods and 
to the raw materials or intermediate 
products which are used in their manu
facture.

From this standpoint, the effect 
of protection for import substitution 
industries is definitely positive, if it is 
kept within certain limits, since in 
addition to counteracting the bottleneck

8See chapter VI.
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it enables the labour which is not required 
in export activities to be absorbed.
Substitution also has multiplier effects 
on domestic demand, since talcing 
capital accumulation into account, it
enables the rate of development to be 
higher than would otherwise correspond 
to the growth rate of exports.

There is also, however, a negative 
effect which has already been pointed 
out elsewhere. The establishment of
industries to produce more efficient 
goods means using more capital per 
person, and this capital, from the point 
of view of the economy as a whole, 
could be used to greater advantage to 
absorb manpower and raise the income 
levels of the labour force.

This would appear to be the meaning 
of Mao’s thesis on the two legs of
technology: one leg in its more advanced 
and the other in its less advanced forms, 
until sufficient capital can be accumula
ted to permit rational elimination of the 
latter. It would be better, perhaps, to

7. Forms o f investment which

So far, we have studied the influence of 
capital investment on the absorption of 
labour according to the kinds of tech
nology adopted. Now let us consider 
another aspect of investment which is 
also important, and which does not 
necessarily relate to technology.

In this sense, two broad categories 
of investment may be distinghuished: 
on the one hand, investment in goods 
providing a service in themselves, which, 
once made, entails only relatively little 
use of labour; on the other, investment

speak of a number of legs, one in each 
layer of technology.

The emphasis Mao has placed on 
agricultural productivity — both through 
the use of generally very simple physical 
capital and by increased yields from 
the land—  generates redundant labour 
which is employed either in the rural 
infrastructure or in the small or medium
sized industries with low capital density 
organized in the communes. Such 
capital as these require is produced, in 
part at least, in the communes them
selves; and all these activities are 
protected against competition from the 
more advanced technological layers.

This is in noteworthy contrast with 
what occurs in the Latin American 
region of the periphery, where redundant 
agricultural labour is not fully absorbed 
for want of sufficient capital accumulation; 
some of it is simply shifted from redun
dancy in the countryside to redundancy 
in the cities through the free play of 
market forces.

reduce the rate o f absorption

which must be supplemented by labour 
in the production of goods or services.

The greater the proportion of total 
investment represented by investment 
in goods which provide a service in them
selves, the lower will be the rate of 
absorption of labour. Housing affords 
a typical case in point.

There is, of course, a considerable 
difference between the relatively modest 
capital required for the makeshift 
housing of the lower strata and the very 
large amounts invested in housing for
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the upper strata. The density of capital 
for housing therefore depends on the 
structure of society and the income 
strata which determine demand, taking 
into account considerations of social 
hierarchy.

Thus, inequitable distribution brings 
with it a type of investment that also 
imitates to an increasing extent the 
patterns of the centres. I am not refer
ring to the upper strata only, but also 
to a large proportion of the middle 
strata.

There is another aspect of investment 
in housing, in addition to the question 
of the very scanty absorption of labour 
once such investment is made. If, instead 
of the excessive investment poured into 
housing by the upper and middle strata, 
savings were devoted to giving stronger 
impetus to capital accumulation in the 
production process, the rate of ab
sorption of labour and the rate of 
development would rise. But the con
sumer society does not spontaneously 
respond to motivations of this kind.

A point that might cause confusion 
must now be cleared - up. Housing 
construction is an effective means of 
combating unemployment, since it 
stimulates overall demand and employ
ment with multiplier effects. A distinction 
must be made, however, between this 
conjunctural or anti-cyclical role, and 
the role it may be allotted — mistakenly, 
in my opinion—  in remedying the 
insufficient dynamism of the economy.

Housing has been mentioned as an 
example within the category of goods 
which provide a service in themselves. 
This category is a very broad one 
which includes State construction 
projects and infrastructure works in 
general. Here there is a great difference 
from fixed capital investment in the 
production process. The latter is 
determined by technological considera
tion which, given demand and the profit 
incentive, do not allow a wide margin 
of variation; whereas this discretional 
margin may be very great in the case 
of investment in goods which provide 
services in themselves.

8. The effects of dem and on absorption o f the labour force

Another aspect of the absorption process 
should now be discussed. We have 
mentioned the need for labour with 
different skills, entailed mainly by the 
superimposition of new technological 
layers. This is closely linked to the 
strength of the demand which results 
from income distribution and which in 
turn reflects the changes that are taking 
place in the structure of society and in 
power relations.

Frequent reference has been made

to the diversification of goods and 
services. They are not all diversified 
in the same way and to the same extent. 
In contradistinction to what happens 
in the production of industrial goods, 
where technology increases their ef
ficiency (in the sense explained above), 
in agricultural production the pos
sibilities of diversification are limited. 
True, the market for every industrial 
product sooner or later reaches 
saturation point; but technological
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innovations are continually transi ated 
into new goods, or new variants of goods, 
which awaken and stimulate demand.

At the other extreme, in contrast, 
the demand for agricultural goods 
generally grows less rapidly than income. 
This is also of great significance in 
relations between the centre and the 
periphery. For the time being, however, 
we will confine ourselves to its effect on 
demand for labour.

Given the relatively low income- 
elasticity of demand for agricultural 
products, labour tends to shift towards 
other activities. This movement is 
accentuated as productivity increases, 
especially when mechanization is 
introduced.

It is here that industry, skilled 
personal services and the State, by 
virtue of their diversification, play a dy
namic role: that of genuinely absorbing 
the labour eliminated from agriculture 
and other labour-expelling activities.

If the labour-absorbing activities do 
not grow sufficiently — because of the 
inadequate rate of capital accumulation 
and the particular nature of the tech
nologies adopted—  part of the displaced 
labour will remain redundant in 
agriculture or transfer its redundancy 
to the cities. Failure to absorb it thus

becomes an obstacle to raising rural 
incomes notwithstanding the rise in 
productivity, except for the portion of 
the labour force which meets the new 
technical requirements of agriculture.

In this event, the income relation 
discussed in the context of sufficiency 
of dynamism, so far from improving, 
will deteriorate, prejudicially to the 
rural labour force. The fruits of tech
nological progress thus remain in the 
hands of the landowner, if land is scarce. 
If it is not, or if production can be 
increased beyond certain limits through 
improved yields, these benefits are 
transmitted to domestic or foreign 
consumers through lower prices, insofar 
as they are not appropriated by trans
port operations or the action of 
middlemen. It should be borne in mind, 
in this respect, that remunerations in 
these latter activities are usually higher 
outside the rural environment than in it.

Insufficient dynamism also worsens 
the relative income position of unskilled 
labour in the cities, since the adverse 
effects of insufficient capital accumu
lation on their own redundancy are 
combined with the impact of the 
displacement of redundant manpower 
from agriculture.

9. The contradictions in the training o f skilled labour

Over and over again we have remar
ked that the superimposition of new 
and increasingly advanced technological 
layers in the periphery calls for more 
and more training of skilled labour to 
meet its requirements.

This training involves considerable 
capital investment which is guided only 
to a slight extent by market forces. In 
the main, it requires deliberate and 
far-sighted State action.

Obviously, such action exceeds the
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scope of development considerations, 
however important these may be. It 
begins with basic education and con
tinues up to higher forms of intellectual 
and artistic activity.

This cultural grounding, however, 
like training9, depends to a large extent 
on the play of power relations. In the 
past, the demands and aspirations of 
the upper strata carried by far the 
greatest weight, followed by those of the 
middle strata. As is shown in CEPAL 
studies, the investment made to this 
end is relatively high, considering the 
makeshift nature of basic education in 
much of the Latin American region of 
the periphery.

This is yet another proof that the 
structure of society leads to the imitation 
of patterns current in the centres which 
require high capital density per person, 
in the educational sphere just as in 
economic activity proper. Here again 
it is at the expense of the lower strata, 
which are largely deprived of practical 
possibilities of access to training op
portunities, especially higher up the 
skills ladder. Such are the consequences 
of the great disparities in social power.

But this problem, serious as it is in 
itself, is not the only one. Despite the 
efforts that are being made, training is 
far from consonant with the require
ments of development. It is often 
insufficient or ill-suited to meet the 
needs of the new technological layers, 
while for the preceding technological 
layers it is superabundant.

9We are using the term “ training” in a very 
broad sense which includes the skills needed 
both in the production process and in personal 
and State services.

What is more, there is a persistent 
tendency to overdo the conventional 
training which corresponds to earlier 
technological layers, whose requirements 
are what might better be described as 
vegetative, in contrast with those of the 
new technological layers.

There is another point, however, 
which is a matter of common knowledge; 
namely, that this conventional training 
is strongly influenced by considerations 
of upward social mobility. It is a charac
teristic cultural phenomenon, lying 
behind the social and political pressures 
that lead to the spurious absorption of 
labour by the State.

It would be a mistake, however, to 
attribute the existence of this problem 
to misguided forms of training: its roots 
lie in the insufficient dynamism of 
development, in the system’s incapacity 
for genuine absorption of the incremeht 
in the labour force at steadily rising 
income levels.

We referred a moment ago to another 
instance of the relegation of the lower 
strata: the deficiencies of basic education. 
I am inclined to agree with those who 
are in a position to advocate new 
approaches in this and in other fun
damental aspects of the process of 
“learning to be”. But this is not a 
problem to be tackled outside the frame
work of development. Basic education is 
inevitably a factor in the social integra
tion of the lower income strata, but so is 
the rate of development too. If there 
were serious discrepancies between 
these, further elements of frustration 
would be added to those which have been 
making themselves felt in Latin America 
with such serious consequences.
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Chapter III

Primary appropriation of the fruits of 
technical progress

I. The dynamic nature o f the surplus

I shall now deal with the mechanism for 
the primary appropriation of the fruits 
of technical progress through the for
mation and appropriation of the surplus, 
go on to consider the process of 
redistributing those fruits and, lastly, 
discuss the distribution crisis.

The formation of the surplus is an 
essentially dynamic phenomenon 
accompanying the production process 
in the course of development, i.e., in 
an economy which is increasing its 
production. To understand this, the 
time factor must be taken into account.

Between the installation of the fixed 
capital and the production of the final 
goods, a fairly long process takes place 
whose point of departure is primary 
production. During the whole of that 
time and throughout the successive
stages of the process, entrepreneurs
pay the income of the growing labour 
force engaged in productive activities. 
Through the sale of the final goods 
obtained at the conclusion of the 
production process, the entrepreneurs 
recover the income paid out during 
those sucessive phases. If actual 
conditions were static, as certain theo
retical arguments assume for simplicity’s 
sake, the income recovered by the
entrepreneurs would serve to continue 
the production process indefinitely.

This does not happen in a growing 
economy, however. In order to increase

production the income paid out to the 
labour force must be higher than the 
income that is being recovered. To put 
it roughly, the income paid today is 
higher than that paid yesterday and 
recovered today at the end of the 
production process. The faster the 
growth rate of tomorrow’s final goods, 
the greater is the amount of this excess 
income payable.

How, then, is it to be paid? Herein 
lies the key to our concept of the surplus. 
Monetary expansion is inherent in the 
production process, which is inconcei
vable without it. This expansion finances 
the circulating capital represented by 
the goods being processed in the succces 
sive phases of production.

Obviously, therefore, the amount 
of income created through monetary 
expansion exceeds the amount of 
income which constitutes the total cost 
of production of the final goods coming 
on to the market; and the excess income 
thus paid to the labour force is converted 
into excess demand for those final goods.

This is one aspect of the problem. 
The other — which ties in with this—  
is the reduction in costs by virtue of the 
increase in productivity. If there were 
no such excess demand, the prices of 
final goods would drop in proportion 
to that increase. This would be one of 
the ways — implicit in neo-classical
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reasoning—  of transmitting the fruits 
of technical progress to the community. 
It is precisely this excess demand 
resulting from the production process 
itself that prevents a fall in prices.

This, then, is the explanation of the 
surplus. In the economy as a whole, it 
represents the difference between the 
total price received by the enterprises 
for the final goods, by virtue of the 
aforesaid excess income, and the 
corresponding cost of production 
represented by the income already 
paid out. The surplus comprises the 
profits of enterprises, the interest paid 
on capital, and amortization of fixed 
capital.

Through appropriation of the surplus, 
the owners of the means of production 
achieve primary appropriation of the 
fruits of technical progress.

The fact that prices do not come 
down does not necessarily imply price

stability, since there is no mechanism 
in the system, however well managed, 
that can bring the excess demand 
strictly into line with the drop in 
production costs.

No mechanism exists for simul
taneous adjustment, but only one for 
correction. If prices rise above the 
international level, allowing for customs 
protection, the reason is that the 
excess demand is more than is required 
to offset the decrease in the cost of 
production. In this event the disparity 
between domestic and external prices 
causes an external disequilibrium which 
will sooner or later compel the monetary 
authority to curtail the expansion of 
money. Conventional theory is sound 
on this point, and if the monetary 
authority is far-sighted it will start to 
curb expansion as soon as it sees the 
first signs of disparity.

2. Circulating capital and the surplus

As noted earlier, in a growing economy 
enterprises pay the labour force engaged 
in the production process a total income 
higher than that recovered through the 
sale of the final goods produced.

The scale of this monetary expansion 
inherent in the production process 
depends on the duration of that process 
and the growth rate of production. At 
all events, it represents an amount of 
excess income several times larger than 
the income which the enterprises are 
recovering.

In other words, the amount of 
circulating capital constituted by goods 
in course of processing, up to the final

stage, exceeds the amount represented 
by the final goods emerging from the 
production process.

Thus, while at one end of the process 
these final goods are coming on to the 
market, at the other the production of 
larger quantities of future final goods 
is being started. This bigger output 
is gradually produced in the successive 
stages of the process by means of 
continuous increases in the labour force 
and in the income it receives.

It is of interest to see what happens 
to the surplus in those successive stages. 
There is a significant contrast here: 
while the various phases of the pro dye-
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tion process progress in a forward 
direction, the formation of the surplus 
moves backward.

The pressure of excess demand 
manifest in the production process 
appears first at the final goods stage. 
With demand for final goods exceeding 
supply, the surplus is created, and 
demand for goods in the preceding 
stage increases. Part of the surplus 
there is transferred to the stage before 
that, and so on back to the primary 
stage. There is, therefore, an internal 
backward movement of the surplus.

This is one of the key elements that 
were lacking for a clearer understanding 
of the nature of the production process. 
Thus far we have referred only to the 
income paid to the labour force employed 
in each stage. We now have to add the 
surplus corresponding to each stage.

This makes greater monetary expansion 
essential, and to the total income 
contained in the circulating capital the 
amount of the surplus must be added.

If the different stages of the produc
tion of each good were carried out in a 
single enterprise, the surplus would 
arise only once at the end of the process, 
however it might be distributed later, 
on an accounting basis, among the 
different phases. The circulating capital 
would represent only the income paid 
out in the course of the production 
process.

The last element that was lacking 
consists in the taxes and social security 
payments affecting the cost of pro
duction. They are really income paid 
to the labour force employed in the 
various government services, but of 
course they are of a different nature.

3. Money circulation

The foregoing explanation is merely 
a first approach to the subject. I should 
prefer not to go into complexities here 
that might bring us closer to the real 
situation; but a few of them need to be 
touched on.

Not all the money with which the 
enterprises pay the extra income 
reverts to them immediately when the 
final goods are sold. A growing pro
portion of it is spent on services. The 
demand which is thus temporarily 
diverted from the production process 
constitutes a buffer which eases the 
pressure on demand for goods. Part of 
it, for instance, is directed towards 
government services, personal services 
of different kinds, and other services.

The money which thus leaves the 
production orbit circulates in these 
other spheres, and is used to pay the 
income of the labour force employed 
there. In the course of this circulatory 
movement, however, the money gradual
ly returns to the production orbit.

The demarcation of orbits is not
purely formal; it is substantive. However 
great the need for investment in 
physical goods and in technical and
vocational training in the three services 
orbits, circulating capital is not required 
on the same scale as in the production 
process. In other words, whereas 
monetary expansion is inherent in the
production process, the same is not true 
of services; there are none whose
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process is comparable in duration with 
that of production, either in government 
administration, or among personal 
services (except in a very few cases), or 
in communications and transport, for 
example.

I should now like to venture upon a 
digression. There is another form of 
diversion of demand, but this time it 
is within the production process itself 
and is a spatial diversion, I refer to

goods that have to be imported, in 
whatever stage of processing. Conse
quently, part of the monetary expansion 
is used to pay for these imports, whereby 
the countries of origin recover the 
income paid out in their own production 
process, plus part of the surplus, while 
the monetary pressure in the importing 
countries is eased. In contrast, monetary 
expansion increases with exports.

4. Demand and price variations

The monetary expansion inherent in 
the production process does not affect 
the various goods strictly in accor
dance with the differences in the increase 
in productivity. The composition of 
demand changes as per capita income 
rises, and its distribution also alters. 
It may so happen that brisk demand 
will push up the prices of goods where 
there has been little or no increase in 
productivity, so that part of the surplus 
is absorbed. On the other hand, in the 
case of goods where productivity is 
increasing faster than demand, part of 
the surplus is transferred to the 
consumers by means of a reduction in 
prices. What has concerned us thus far 
in our reasoning is the average level of 
prices and the total amount of the 
surplus. The same thing occurs with 
respect to services, depending how far 
they are affected by the increase in 
demand or the relevant decisions taken 
by the State. We are dealing here with 
internal shifts of monetary demand 
which do not alter the total amount of 
the surplus, but only its internal 
distribution. This brings us to a highly

important aspect of the question which 
is often misinterpreted.

It is sometimes maintained that if 
prices do not fall as productivity rises, 
this is due to the intervention of 
monopolistic or oligopolistic combi
nations which restrict competition, 
through customs protection, through 
patents or licenses whereby competition 
is barred, or by other well-known means. 
This is not my interpretation. What 
is involved is simply the same phenome
non of the internal distribution of the 
total surplus. Widely differing cases 
arise: prices which remain static or 
increase, despite exceptional improve
ments in productivity, or in the absence 
of any change in productivity at all. 
In all such instances, the monopolies 
or oligopolies appropriate a larger 
share of the surplus than they would 
otherwise have obtained.

The conclusion is perfectly logical. 
Monetary expansion is brought about 
not by the action of these combinations 
which restrict competition, but by the 
growth rate of production as a whole. 
With such combinations appropriating
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a larger share than they would otherwise 
have had, a smaller share is left for 
other goods and services, owing to the 
corresponding shifts in demand.

To take the case of land: when ad
ditional demand for certain agricultural 
commodities cannot be wholly or even 
partly met because of the limited amount 
of land available, the prices of these 
commodities rise, and part of the total 
surplus thus shifts to the owners of the 
land, even if there has been no increase 
in productivity. Typically, this surplus 
takes the form of land rent.

A similar situation arises in respect

5. Absorption

Besides contributing to the generation 
of the surplus, monetary expansion 
must be sufficient to absorb the increase 
in the final goods coming on to the 
market. If instead of resorting to 
monetary expansion to pay the income 
of the labour force, enterprises make 
use of the surplus previously accumula
ted, the whole of the increase in final 
goods will not be absorbed. Some of 
these goods will pile up, and once certain 
limits have been passed, the enterprises 
will be forced to reduce production in 
order to liquidate their stocks. As a 
result of this contraction the surplus 
eats itself up, so to speak. That is why 
we have called the surplus an essentially 
dynamic phenomenon which is only 
generated under conditions of growth.

A few words on economic contraction 
are called for at this point. When final 
demand is affected in the way that has 
just been described, stocks pile up, as 
already mentioned, since the final goods

of urban land, except that here the 
increase in productivity derives from 
technical progress, particularly in 
construction and transport, and its 
fruits are transferred to land rent 
through the increase in monetary 
demand.

In the opposite event, when the 
increase in productivity exceeds demand, 
the surplus is transferred in the form 
of a drop in prices, whereby monetary 
demand shifts more intensively than 
would otherwise have been the case to 
other goods and services, with the 
corresponding effect on the surplus.

offinal goods

are not absorbed at the increasing pace 
anticipated. This reduces demand in 
the preceding stages of the production 
process. The contraction is therefore 
transmitted in a backward direction, all 
the more intensively the greater the 
distance from the final stages of the 
production process, it should be borne 
in mind that what was being prepared 
in those distant stages was an increase 
in future production that would exceed 
the increase in the final goods whose 
insufficient absorption has started the 
contraction.

It was noted earlier that the diversion 
of the demand generated in the pro
duction process has some cushioning 
effects. This occurs not only when such 
demand exceeds the supply of final 
goods, but also in the reverse situation. 
When economic activity contracts and 
unsaleable stocks of goods accumulate, 
the return or reflux of demand from the 
services to the production sector helps
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to liquidate those stocks and thus 
contributes to the system’s recovery.

It should once again be noted, 
however, that this buffer role of the 
services sectors is due to the fact that 
their production process is not charac
terized by the monetary expansion 
inherent in the production of goods, or 
at least not to a comparable extent.

The question may now be asked: 
why should enterprises use the surplus 
instead of resorting to monetary
expansion? The reason might be the 
adoption of a restrictive policy by 
monetary authorities who might consider 
the expansion to be excessive, or it

might also lie in the spontaneous 
operation of the system.

Part of the surpl us goes into ac
cumulation of fixed capital, and this 
takes place on a cyclical basis. During 
the upward phase the rate of growth is 
rapid, to make up for what has pre
viously been left undone and to 
incorporate new levels of technology. 
For that very reason, however, this pace 
cannot be kept up indefinitely. As it 
gradually slackens, it is only logical that 
the entrepreneurs should have less need 
of monetary expansion. They then use 
part of the surplus to pay the increase 
in income, with the consequences noted 
above.

6. Som e comments on the cycle and the surplus

We have already referred to the internal 
diversion of the demand originating in 
the production process. A similar 
diversion occurs in the relations between 
the centres and the periphery. Part of 
the income created in the process of 
producing goods for export is generated 
by the periphery. When the centres 
purchase these goods for their own 
production purposes, the peripheral 
entrepreneurs recover the income paid 
by them, plus the surplus transmitted 
backwards from the final stage. This 
movement of money between the centres 
and the periphery has the same cushio
ning power as was indicated in the 
preceding case.

The foregoing comments also hold 
good for cyclical movements, and I refer 
to them here in order to avoid over
simplification of my argument. The 
truth is that the cycle is the growth

pattern of the capitalist economy and 
we cannot omit some simple comments 
on it in the present article.

In reality, the peripheral cycle is 
virtually unexplored. In the days of 
outward-directed development it was a 
movement set going by the cycle in the 
centres, and particularly the main 
dynamic centre of that time. The progres
sive development of industrialization, 
however, has tended to generate certain 
internal movements superimposed on 
those of external origin, accentuating 
or attenuating them according to 
circumstances, with corresponding effects 
on the surplus.

The main manifestation at the 
periphery of the cyclical movement in 
the centres is an increment in commodity 
exports. The increase in the prices of 
these commodities, and also, although 
generally on a lesser scale, in their
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volume, gives greater impetus to 
production.

The result of this intensification of 
the rate of internal expansion is an 
increase in the surplus, which in its turn 
stimulates the growth of investment, 
with a consequent rise in productivity. 
This is a conjunctural rather than a 
structural shift of the investment coef
ficient.

The upward swing is accompanied by 
an increase in imports, which, although 
it usually outstrips the growth of total 
income, lags behind that of exports. 
A net monetary expansion of external 
origin is therefore added to the internal 
expansion inherent in the production 
process.

The opposite situation occurs in 
the downward swing, and if the free play 
of the economic forces is permitted the 
contraction is further intensified. This 
is an image more properly belonging 
to the past, as will be seen below.

During the phase of expansion, the 
State normally increases its revenues 
at an exceptional rate: hence the
irresistible temptation to step up its 
expenditure and investment, including

that determined by political pressure of 
a redistributional nature, the spurious 
absorption of labour, and other factors.

When the cyclical contraction super
venes, it not only has direct effects on 
employment in the production process, 
but also affects fiscal resources. Their 
reduction leads to a corresponding 
restriction of expenditure or investment, 
unless political pressure prevents this 
measure from being applied, at any 
rate as intensively as is required by 
strictly orthodox monetary policy. The 
contraction also leads to disruptions 
which accentuate the arbitrary nature 
of the distribution system. Here we 
have another of the consequences of 
the free play of economic forces, this 
time at the international level. We shall 
revert to this point in the following 
chapter.

Meanwhile, it should be noted that 
during the phase of expansion the 
surplus increases, owing both to the 
improvement in productivity and to the 
cyclical rise in prices; while the opposite 
occurs in the downward cycle. All this 
has its effects on the distribution struggle, 
as will be seen in due course.

Chapter IV

The free play of economic forces and the redistribution 
struggle

1. The inherent inflationary propensity

In the opening pages of this study a 
thesis was put forward which must 
have seemed somewhat surprising. It 
was stated there that the propensity 
towards inflation was inherent in a 
certain stage in the development of 
peripheral capitalism. I am not talking

about the old fashioned kind of inflation 
associated with the peripheral countries, 
but a new phenomenon arising out of 
the distribution struggle in power 
relations. The present chapter will be 
devoted to examining this question.

The days of the orthodox functioning
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of the monetary system are long past. 
Its operation depended on two para
mount factors: first, on the weakness of 
the lower strata compared with the 
power of the upper strata, and secondly, 
on the influence exerted by the monetary 
authority. Concerned as the latter was 
about the relative stability of domestic 
prices, it endeavoured — in order to 
avoid producing external disequilibria—  
to adjust monetary expansion to the 
genuine requirements of the production 
process.

This combination of factors enabled 
the upper strata to keep the cumulative 
surplus and relinquish only a pro
portion of the increment in it as demand 
for labour grew through the free play 
of economic forces.

This was the classic modus operandi 
of the gold standard. It had a golden 
age of its own, in which it was placed on 
a somewhat exalted pedestal by a theory 
which explained its operation without 
going into the question of the surplus 
or the complications of the cycle. That 
period was brought to an end by the 
First World War.

The Latin American region of the 
periphery often failed to comply with 
the requirements of orthodoxy, either 
because of the inflationary pressure of 
the upper strata, with their invariable 
propensity to appropriate more of the 
surplus, or because of the financinal 
incontinence of the State. Another 
factor, of course, was the acute external

vulnerability of the periphery to the 
cyclical movements referred to above.

Be that as it may, the distribution 
struggle now poses a problem of inflation 
in terms very different from those ruling 
in the past, although this does not mean 
that the past trends have completely 
died out. They merely further complicate 
the present inflationary situation.

A little thought will show that the 
action of the monetary authorities both 
in the centres and at the periphery, 
in spite of powerful forces which have 
always tried to undermine it, is a unique 
experience in capitalism: a superior 
and impersonal regulating mechanism 
has prevailed over the free play of 
economic forces, however much its 
automatic nature may have been 
mistakenly exalted.

The monetary authority has lost 
its pre-eminence, and the Latin 
American periphery would seem to have 
the singular though somewhat dubious 
merit of being the forerunner in this 
vitally important development. It is 
becoming increasingly difficult for the 
monetary authority to fulfil its 
stabilizing functions, as the redistri
butive power of the labour force gathers 
impetus in the effort to share the fruits 
of technical progress with the upper 
strata.

Its dethronement, however, has not 
been followed by the establishment of 
any other regulatory mechanism in the 
distribution struggle.

2. The pursuit o f redistribution

In the absence of such a mechanism, power of the groups lower down the
advancing democratization has brought income ladder (mainly the middle
with it an increase in the redistributive strata), which are now vying with the
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power of the upper strata to appropriate 
the surplus.

This redistributive power, which 
makes itself felt through political or 
organized labour channels, strives to 
achieve a progressive distribution of 
income, and to a certain extent it 
succeeds.

It is also exercised, however, to 
counteract certain regressive effects 
which likewise derive from the free play 
of economic forces, at both the national 
and the international level.

Let us first examine the development 
of this redistributive power and the 
regressive consequences it entails, which 
in themselves are enough to bring about 
a distribution crisis, particularly if they 
are added to the complications of the 
progressive redistribution process.

In chapter II we observed that the 
redistributive capacity of the free play 
of economic forces was very partial and 
limited owing to the weak competitive 
position of a large part of the labour 
force. We said there that the lower their 
position in the scale of qualifications 
required by technical progress, the 
smaller was the workers’ share in the 
fruits of increased productivity, while 
the higher up the scale, the stronger 
was the influence of social power in 
the training of skilled labour. Such 
social power derives not from the free 
play of economic forces but from the 
structure of society.

Political power and organized labour 
power — as a result of democratization—  
strive to remedy this weakness in the 
competitive position of the labour force 
and to enable it to increase its consump
tion by sharing in the surplus.

Political power tries to improve

social consumption through the State, 
while organized labour power, sometimes 
supported by political power, endeavours 
to increase private consumption and 
prevent the growth of the former at the 
expense of the latter.

The increase in social consumption 
is manifested in a wide range of redistri
butive measures relating to health and 
education, social security and welfare, 
and housing.

These redistributive measures are 
decidedly unequal. The first to benefit 
from them was the traditional middle 
class, which has been joined, with the 
passage of time, by skilled industrial 
workers who are gradually being 
absorbed into the middle strata. The 
benefits concerned are now tending to 
spread to the lower-income strata. 
Nonetheless, even in the middle strata 
they are very unevenly distributed, in 
accordance with obvious disparities in 
power, as will be seen below.

If the increase in social consumption 
is to be genuine, it must be achieved at 
the expense of the surplus, either by 
means of taxes that will really fall on 
the upper strata, or through the 
redistribution of the surplus within 
certain limits.

It so happens, however, that the 
political power of the upper strata is 
generally strong enough to divert the 
burden to the labour force. In fact, a 
fairly large proportion of the expendi
ture and investment demanded by 
social consumption is covered by means 
of taxes or contributions which raise 
production costs or have unfavourable 
effects on salaries and wages.

If the enterprises absorb the higher 
costs by virtue of the surplus, or grant
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compensatory wage increase (absorbed 
in the same way) by virtue of the organi
zed labour power of those adversely 
affected, a real and genuine increase 
in social consumption will have been 
achieved, over and above the part 
covered by taxes levied on the upper

strata. If those higher costs are transfer
red to prices, however, an inflationary 
spiral becomes inevitable.

The same observation is applicable 
if organized labour power obtains wage 
increases which directly step up its 
private consumption.

3, Lim its to the reduction o f the surplus

All this leads to a vitally important 
question. To what extent does the 
surplus absorb the increase in social 
and private consumption? This depends 
on the following three factors:

the size of the increase in consump
tion sought;
the size of the surplus accumulated 
by the enterprises;
the monetary system’s freedom to 
manoeuvre.
The size of the consumption increase 

sought is in keeping with the strength 
and scope of the political and organi
zational power of the labour force. The 
range of situations is fairly wide, since 
it extends from that of the groups 
wielding most power in the middle strata 
to that of groups holding minimal 
power in the lower strata.

The struggle to obtain increases in 
consumption is therefore very unequal. 
The most powerful forge ahead, while 
the other social groups with less power 
lag behind them.

Let us first of all consider the 
consumption increment achieved by the 
most powerful groups through sal ary 
and wage increases. Of course, the 
enterprises will endeavour to transfer 
these increases to prices in order to 
protect the surplus. This is where the

monetary authority comes in. It will 
try to prevent a rise in prices, but it 
has little room to manoeuvre beyond 
a certain limit. Two extreme cases will 
illustrate this point.

In the first of these, the growth of 
the surplus due to the improvement 
in productivity enables the enterprises 
to absorb some of the desired increase 
in consumption, while at the same time 
augmenting the cumulative surplus. 
This, however, means that the monetary 
authorities must be very careful not to 
carry monetary expansion further than 
will meet the requirements of the 
production process without raising 
prices.

In the other extreme case, the groups 
with most political and organized labour 
power try to obtain an increase in 
consumption which equals or exceeds 
the amount of the surplus. The mone
tary authority is then forced to expand 
credit further than in the former case, 
with the object of allowing prices to 
rise commensurately with the amount 
whereby the total increase in remunera
tions exceeds what is absorbed by the 
surplus.

If the monetary authority does not 
give way, a contraction will be inevitable, 
as we shall see later. Between these two
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extremes there is, of course, a whole 
range of intermediate situations.

The first extreme case arises when 
the upper strata on the one hand and 
the monetary authority on the other 
have sufficient power to act in accordance 
with orthodox principles.

In the second case, whether the 
increase is wholly or partly transferred 
depends on the capacity of the enter
prises to absorb the increase in 
remunerations without seriously sacrifi
cing their accumulation potential, and 
on the degree of development of the 
consumer society.

It should be noted in passing that 
this accumulation potential is reduced 
only when wage increases are not 
transferred to prices, for when the 
surplus is invested or spent on consump
tion, it reproduces itself once again in 
the production process, over and above 
the increments generated by the growth 
of production. This propensity of the 
surplus to reproduce itself, as stated 
earlier, is not due to limitations of 
competition. With or without such 
limitations, it is a dynamic phenomenon 
inherent in the production process.

4. The inflationary spiral

The transfer of the increase in the 
remuneration of the most powerful 
groups to prices means that the part 
of the increase in their consumption 
not absorbed by the surplus is obtáined 
at the expense of the consumption of 
the other less powerful groups in the 
middle strata and, particularly, in the 
lower strata.

Matters do not stop there, however, 
since the reaction of these adversely 
affected groups is not long in making 
itself felt. They try to regain what they 
have lost and also to share in the increase 
in consumption resulting from improved 
productivity. As they obtain salary and 
wage adjustments, the pressure on the 
surplus is accentuated. To the increase 
in consumption achieved by the most 
powerful groups are now added the efforts 
of the groups left behind. As a result, the 
monetary authority’s room for ma
noeuvre is still further reduced and the 
adjustments obtained by these lagging 
groups are transferred to prices.

Thus the spiral develops. The new 
rise in prices reduces the consumption 
increase previously secured by the 
most powerful groups. Meanwhile, the 
most under-privileged groups, which 
have not yet received any adjustment 
at all, suffer a further contraction of 
their consumption. Their capacity for 
endurance is not unlimited, however. 
The disparity is accentuated with 
inflation and the political reaction of 
those affected finally forces the State 
to grant across-the-board adjustments 
which give added impetus to the inflatio
nary spiral. In this manner, inflation 
spreads throughout the structure of 
society. It is a well-known fact, however, 
that some persons — especially those 
receiving fixed income—  are excluded 
from such adjustments.

As inflation spreads, the intervals 
between adjustments become shorter 
and shorter, with the consequent ac
celeration of the spiral.

There is another aspect of the



A CRITIQUE OF PERIPHERAL CAPITALISM / Raúi Prebisch 47

distribution struggle which cannot be 
overlooked. Chapter II refers to the 
introduction of new and more productive 
layers of technology which are super
imposed on the previous layers and 
afford a broader margin for the exercise 
of power by the more advanced groups.

The resulting increase in productivity 
makes it easy for the enterprises concer
ned to raise wages. The case is not the 
same, however, in the preceding layers 
of technology, which have a smaller 
margin of accumulated surplus. Across- 
the-board wage increases, unaccompanied 
by a comparable increase in productivity 
and, therefore, in the surplus, are yet 
another element in the distribution 
struggle.

All this concerns the distribution 
struggle proper, i.e., the efforts of the 
labour force to expand its private and 
social consumption by sharing with

the upper strata the fruits of the increase 
in productivity. The power of the labour 
force is also exercised, however, in order 
to make good the reduction in its 
consumption caused by structural 
phenomena which the free play of 
economic forces in the system is unable 
to correct. Nor can the play of such 
forces obviate the disparities in distribu
tion to which its very nature gives rise, 
and which, as explained above, the 
labour force attempts to correct by using 
its political and organizational power.

Underlying these phenomena is the 
arbitrary nature of the distributive 
system of peripheral capitalism. I 
cannot believe that all this reflects a 
fatalistic determinism. I feel rather that 
the explanation is simply that the 
periphery has not succeeded in finding 
new formulas to tackle the basic problem 
of capital accumulation and income 
distribution.

5. Structural and functional factors o f inflation

One of the structural phenomena is the 
concentration of land ownership, plus 
the traditional type of landowner’s 
reluctance to make any great effort to 
introduce techniques designed to 
improve yields per unit of area. If, 
owing to the growth of population and 
income, demand increases faster than 
production, the prices of certain staple 
foods will tend to rise. This is sufficient 
in some cases to trigger off spiralling 
inflation, or to accentuate it if it already 
exists.

T his aspect of inflation prom pted  
som e CEPAL econom ists , a  few years

ago, to develop thç structuralist theory, 
about which more will be said later.

Another structural phenomerion is 
connected with foreign trade. We have 
explained elsewhere that, given the 
production structure of the periphery 
and of the centres, demand for imports 
grows at a consistently- more rapid pace 
than exports. With the object of correc
ting this disparity, the policy of import 
substitution based on protection was 
adopted. Through their political power, 
however, enterprises have generally 
abused this need for support, which has 
been obtained on an exaggerated scale
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and for an indefinite period. This, too, 
has caused domestic prices to rise, with 
the consequent reaction on the part 
of the labour force.

Apart from these structural pheno
mena, mention must also be made of the 
effects of the cyclical movements on the 
surplus and the inflationary trend 
inherent in the system. The surplus 
tends to increase in the upward phase 
of the cycle and to contract in the down
ward phase. In the former, pressure for 
redistribution is eased, while in the 
latter it is intensified.

This increase in the surplus derives

not only from the rise in the price of 
exports, but also from the impact of 
new and increasing capital investment 
on productivity, and the fuller utilization 
of installed capacity as a result of the 
cyclical expansion of demand.

The situation becomes more complex 
when the rise in the price of exports 
adversely affects domestic consumption. 
Without going into too much detail, it 
does seem worthwhile to note one 
important consequence of the cyclical 
contraction. We will now complete 
although very briefly, the remarks on it 
already made in the previous chapter.

6. Economic contraction at the periphery

The progress of democratization prevents 
the contraction from developing natural
ly, as required by orthodox monetary 
principles, since political pressure 
intervenes in favour of anti-contraction 
measures. I do not say that this is the 
best course: it would seem preferable to 
adopt measures at moments of greater 
prosperity in order to mitigate 1 ater 
on the effects of the downward-phase 
contraction. But this is not the usual 
procedure. Boom periods do not seem 
to encourage farsightedness.

Be that as it may, the political 
pressure in question is not exerted only 
by those who have reaped the benefits 
of government expenditure and invest
ment at more favourable times. This in 
itself would constitute understandable 
grounds for opposing cuts in such 
expenditure. In addition, however, 
political pressure is applied by the 
goods-producing sector, since it also 
suffers the effects of the decline. A

Keynesian deficit then becomes a 
feature of the public finances, and the 
monetary expansion to which it gives 
rise tends to counteract the internal 
contraction.

At the periphery, however, a Key
nesian policy’s room for manoeuvre is 
much more limited than in the centres, 
and especially the main dynamic centre. 
Although, admittedly, even there the 
deficit has the effect of increasing 
imports, it is nonetheless true that 
this stimulates the recovery of other 
centres and also of the periphery itself. 
The increase in imports is thus ac
companied by an increase in exports, 
although only after a certain time-lag.

Keynes — as is the habit of many 
economists of the centres, although to 
a lesser extent now than before—  has 
ignored the periphery. A peripheral 
country is not in a position to influence 
the recovery of the centres to any 
significant extent, even if it maintains
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or steps up its imports from them: this 
is another typical manifestation of the 
passive nature of the peripheral 
economy. It does not generate and 
transmit stimuli but merely receives 
them.

The monetary expansion brought 
about by the internal deficit results in 
price increases, in addition to an external 
disequilibrium which necessarily leads 
to devaluation, even though this may be 
postponed by means of more or less 
dexterous contrivances.

As may be readily understood, 
devaluation makes it possible to combat 
the disequilibrium, but it does nothing 
to contain the rise in domestic prices. 
On the contrary, it helps to sharpen 
their upward trend.

Even when interests converge in 
favour of a monetary expansion policy 
to counteract the cyclical decline, it is 
not long before this convergence 
disintegrates as prices increase. While 
the upper strata protect or even augment 
the surplus through devaluation, those

lower down also strive to defend their 
remunerations, endeavouring to recover 
from the impact of price increases 
— caused or intensified by devaluation—  
on their consumption.

As these adjustments take place in 
the course of the distribution struggle, 
the external effects of devaluation 
diminish until another devaluation 
becomes necessary, and this process is 
repeated again and again, while inflation, 
accentuated by the continuing fiscal 
deficit, pursues its self-propagating 
course.

The conclusion seems very clear. In 
view of the cyclical pattern of peripheral 
development, so strongly influenced by 
the centres, the advance of democrati
zation leads first to political pressure in 
favour of compensatory measures, and 
then to the distribution struggle. It is 
no longer just a question of increasing 
the share of the labour force in the 
distribution of income, but rather of 
avoiding the regressive effects of com 
pensatory policy.

7. The monetary authority’s dilemma

In another part of this chapter we 
maintained that when the increase in 
consumption which the labour force is 
trying to obtain amounts to more than 
the surplus would be able to absorb, the 
monetary authority is forced to intensify 
monetary expansion in order to prevent 
a contraction. It is, indeed, faced with a 
serious dilemma. Either, as we say, it 
decides to expand credit over and above 
that required by the production process, 
with the consequent amplifying effect 
on the inflationary spiral, or it refuses 
to do so, thus causing a contraction.

We will now try to explain why this 
necessarily occurs. Let us recall the 
role of the monetary expansion inherent 
in the production process. It is a dual 
role: the expansion generates a surplus 
by preventing prices from dropping as 
productivity rises, while at the same 
time it enables the increase in final 
goods to be absorbed. If it is restricted 
by the monetary authority, the market 
cannot absorb this increase in final 
goods, and stocks pile up in the final 
stage of the production process. That is 
how the contraction begins.
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The initial fall in demand caused by 
monetary restriction gradually spreads 
to the earlier stages of the production 
process and leads to the accumulation 
of stocks, on a scale that becomes all 
the larger, the longer the distance 
between the stage concerned and the end 
of the process.

I say this to ensure that the nature 
and implications of the distribution 
struggle may be clearly understood. 
What is more, in the course of this 
struggle the adjustment — i.e., the 
amount of private consumption that 
the less privileged groups are trying 
to regain or gain additionally—  increases 
in size.

Accordingly, a restrictive policy leads 
to a contraction whose severity depends 
largely on the disparity between the

8. Inflation and

A case of counter-productive duality in 
monetary policy is frequently met with; 
credit expansion to cover the fiscal 
deficit, coupled with restrictive measures 
to combat the inflation inherent in the 
production process.

The factors causing the deficit are 
well known, inflation itself is one of them, 
when power relations induce the mone
tary authority to adjust wages and 
expenditure in general without a 
corresponding tax effort, or when the 
authorities fail to make such an effort 
to cover the spurious absorption of the 
labour force.

The creation of money arising out 
of the fiscal deficit is generally considered 
to be sufficient to cover the monetary 
expansion required for production

dimensions of the surplus and those of 
the consumption increment pursued in 
the redistribution struggle.

Such, then, is the dilemma with which 
democratization inexorably confronts 
the monetary authority: a contraction 
of the economy, or the continuance of 
spiralling inflation with no possibility 
of containing its persistent spread as 
pressure from the groups left behind 
grows stronger and wage and salary 
adjustments become more frequent, to 
say nothing of the added effects of 
periodical devaluations.

Of course, neither alternative is 
socially or politically acceptable; but 
we will not embark on discussion of this 
problem until other complex questions 
have been clarified.

unemployment

purposes, and in order to slow up the 
rate of inflation, the amount of money 
needed for the expansion of production 
itself is restricted. This necessarily leads 
to a contraction, even though the total 
amount of money continues to grow 
on inflationary lines owing to the deficit.

The increased income which is 
essential in order to expand production 
— and which constitutes the working 
capital of the enterprises-- calls for 
monetary expansion several times 
greater than the income which the 
enterprises recover when they sell the 
final goods.

The inflationary increase in the 
surplus caused by the fiscal deficit 
cannot act as a substitute for this 
monetary expansion, however, since
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tne surplus, as already explained, is 
generated in the final stage of the 
production process and passed back 
over the preceding stages, thus increa
sing the value of the goods in course of 
processing which form part of the wor
king or circulating capital. Consequently, 
the surplus could not be used to pay the 
increased income required for the 
expansion of production.

Therefore, in view of the way in 
which the system operates, if the growth 
of production is to be maintained it is 
essential that the monetary expansion 
inherent in the production process 
should continue. It will have to be all 
the greater, the more vigorous the
inflationary growth of the surplus due 
to the fiscal deficit. If credit restrictions 
prevent it from keeping pace, the result 
will be a contraction.

Let us take a careful look at what 
this means. On the one hand, the
restriction of credit by the monetary 
authority leads to unemployment. On 
the other hand, the inflation caused by 
the deficit continues to push up prices 
and strengthen the pressure to increase 
the salaries and wages of those still
employed. This explains the coexistence 
— far from peaceful, to be sure—  of

unemployment and the all-too-well-known 
spiralling inflation of prices and wages.

It should be noted, however, that a 
contradiction of this kind does not arise 
only out of the duality of monetary 
policy. This is an extreme case. It is 
sufficient that monetary restriction 
should cause a contraction of the 
economy, even when there is no fiscal 
deficit. The contraction brings un
employment, but the spiral continues 
among those still employed, owing to 
the propagation phenomenon explained 
above. Indeed, those lagging behind 
will strive not only to catch up but also 
to make progress, and to the extent 
that they succeed through their political 
and organized labour power, the resul
ting price increases will affect those in 
the lead. The difference between this 
and the preceding case, where the effects 
of the fiscal deficit supervene, obviously 
lies in the intensity of the inflationary 
process.

It is generally believed that unemploy
ment alleviates the distribution struggle. 
This supposition fails to take into 
account, however, the fact that the 
corresponding decline in production 
tends to militate against any such 
alleviation.

9. The distribution crisis

In any case, contraction rapidly becomes 
socially and politically intolerable. Thus, 
a further expansion becomes necessary, 
accompanied by a corresponding currency 
devaluation, until the surplus is re
established in full.

The system cannot function normally 
without the surplus, for this is the main

source of capital accumulation. The 
re-establishment of the surplus, however, 
also gives fresh impetus to the consumer 
society, which is the outward and visible 
expression of acute social inequality.

As explained above, expansion and 
the distribution struggle give increasing 
momentum to spiralling inflation, which
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spreads faster and faster and entails 
more and more frequent salary and 
wage adjustments. The result, of course, 
is the disruption of the system. This 
disruption cannot be corrected by futile 
attempts to repress certain symptoms 
of inflation, which end by making the 
continuation of the process insuppor
table.

Such is the nature of the distribution 
crisis. It has no spontanenous denoue
ment arising from the interplay of
power relations. The denouement must 
be a political one: either a return to the 
smooth development of a consumer
society, to the serious detriment of
democratization, or a transformation 
of the whole system 10.

Neither repressed inflation nor 
monetary therapy is the remedy for 
this disease. Monetary therapy assumes 
that the disease is the effect of a plethora 
of money. Therefore, by simply
eliminating that excess the problem is 
solved. It is just a question of firmness 
of conviction, as in the classic case of 
the physician who diagnosed a plethora 
of blood. The patient therefore had to 
be bled. He languished on, but got no 
better. There was nothing for it but 
to bleed him again until the treatment 
was proved to be effective. Effective it 
was, to be sure, and, incidentally, it killed 
the patient in the process. Which does 
not necessarily lead to any loss of faith 
in the treatment11.

luWe will revert to this point in chapter v. 
llI am referring here to contraction delibe

rately induced by monetary policy, and not to 
that caused when an external deficit is not 
covered by credits or by the restriction of certain 
imports.

It was their reaction against this kind 
of treatment that prompted some CEPAL 
economists, some years ago, to challenge 
other economists from the International 
Monetary Fund who claimed that 
inflation could be eradicated by means 
of monetary restriction. The merit of 
the former — and I was not among 
them—  was to point out that the remedy 
was counter-productive. Their contention 
was that inflation had its origin in 
structural and not in monetary factors. 
This set afoot the famous controversy 
between structuralists and monetarists; 
and the pendulum swung rather too far 
— as always happens in such cases—  on 
the structuralist side.

I do not know whether after this 
exposition I shall be called a structuralist. 
I refuse to classify myself or be classified. 
I do, however, recognize that a thorough 
structural examination of peripheral 
capitalism is necessary.

The interplay of power relations 
really originates in the changing 
structure of society, without which there 
can be no explanation for the arbitrary 
distribution of income, the insufficient 
rate of capital accumulation and, there
fore, the tendency of the consumer 
society to exclude large masses of the 
population from the fruits of develop
ment, The free play of economic forces 
reflects those relations and can neither 
prevent nor correct their effects at the 
domestic level. Nor can it do so at the 
international level, subject as the peri
phery is to the cyclical movements and 
other vicissitudes of the centres.

These and other flaws in peripheral 
capitalism need to be investigated in 
greater depth; their causes must be 
sought at the very roots of the system.
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I am endeavouring to do so in this 
provisional document, and in the 
attempt I repudiate more firmly than 
ever any hankering after classification 
in pre-established categories.

As I said before, the market can 
become an effective technical mechanism 
if steps are taken to make the rate of 
capital accumulation truly dynamic

and radically change the distribution 
system. Perhaps conditions will then 
be propitious for the restoration of the 
monetary authority, but only as an 
integral component of a development 
discipline. This subject involves the 
theory of change and the political art 
of development, with which we will deal 
on another occasion.

Chapter V

The democratization process and the interplay of 
power relations

1. The development o f  political and trade union pow er

The democratization process at once 
accompanies and influences the course 
followed by development and the 
structural changes it brings with it. Its 
scope and ramifications are vast, but 
in this study we will limit our examination 
to its significance in the distribution 
process and in the crisis towards which 
this process tends in the more advanced 
stages of development, as already 
explained.

In the phase of outward-directed 
development, characterized by the 
penetration of the production techniques 
of the centres into primary production 
and related activities, the predominant 
political power was that of the members 
of the upper income strata, whose links 
with foreign capital were very strong. 
The middle classes were developing too, 
but their political power was very limited. 
Most of the population remained 
submerged in a layer of precapitalist 
technology, barred from the economic,

social, and political process and, of 
course, from the fruits of development.

The progressive expansion of the 
middle strata begins with industriali
zation. New elements are being 
incorporated into the original middle 
classes, alike in private and public 
activities and in the professions: the 
elements that possess the qualifications 
increasingly demanded by advancing 
development.

The necessary skills — in the broadest 
sense of this term—  are, of course, very 
unequal. As explained elsewhere, the 
higher the skill, the greater the ability 
of its possessors to participate in the 
fruits of increased productivity, and 
conversely, as levels of skill descend, this 
ability grows weaker and democratic 
(political and organized labour) power 
makes itself felt, obtaining what is not 
automatically provided by the free 
play of economic forces.

Thus, as the economic process 
advances, the middle strata expand
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in the two ways explained elsewhere: 
partly as a result of genuine absorption 
of the labour force, and partly by 
spurious absorption, mainly in State 
activities.

Once again we witness here the 
actions and reactions that go hand 
in hand with structural change. The 
political power of the middle strata 
gradually secures for them the general 
education and training which formerly 
were confined mainly to the upper 
strata. As this process continues, their 
political and labour power is intensified, 
together with other significant signs of 
democratization. In this way they 
develop an awareness of their own 
identity, of the rote they play, of the 
social advancement to which they aspire, 
for the achievement of which economic 
improvement is an intrinsic element. 
The expansion of the middle strata and 
the march of democratization thus 
strengthen each other.

It is common knowledge that the 
ch aracteri stic phenomenon of urban 
concentration, which results largely 
from the growth of technology and 
from income distribution, is favourable 
to this multiform development of the 
middle strata.

The influence of mass communication 
media in this structural change is also 
very marked. It partly accounts for the 
fact that the democratization process 
tends to make itself felt at an earlier 
stage in the development of the 
peripheral countries than it did in the 
centres. This holds good not only for 
the middle but also for the lower strata.

In fact, the political movements 
which voice the interests and aspirations 
of the middle strata try to find support

by mobilizing the lower strata. In this 
way, they play a part in awakening and 
spurring latent aspirations, long bridled, 
and the distribution struggle thus 
acquires very significant new dimensions.

Hence a phenomenon of major 
importance emerges. The growth of 
democratic power in the middle strata 
and its extension to the lower strata 
— however limited it may be—  results 
in a steadily widening gap between the 
economic process and the democrati
zation process.

There is no need to repeat the 
explanation already given with respect 
to the main factors responsible for this 
disparity. What is important now is to 
draw attention to its serious conse
quences. The unchecked advance of 
democratization in the areas of both 
political and organized labour power, 
in opposition to the economic and 
political power of the higher strata, 
increasingly sharpens the inflationary 
trend inherent in peripheral capitalism, 
as the distribution struggle grows more 
strenuous. As a result, the rate of 
capital accumulation is affected and 
that of absorption of the labour force 
slackens.

There is no spontaneous mechanism 
to correct the disparity, and collective 
rationality would therefore seem to 
enjoin a deliberate effort to ensure a 
suitable rate of capital accumulation 
at the expense of the advance of the 
consumer society. If such an effort is 
not made, the development crisis sooner 
or later leads to a setback in the march 
of democratization, unless of course 
this process has already been contained.

This is a very disconcerting con
clusion for those who believed in the
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possibility of concomitantly attaining 
the major objectives represented by 
economic development, on the one hand, 
and social equity and the sustained 
advance of democratization on the other. 
Perhaps that is not the best way of 
expressing the incompatibility involved. 
Rather, the incompatibility is between 
the exaltation of the consumer society 
and the democratization process.

Clearly, a regression in democrati
zation, in terms of both political and 
organized labour action, makes it pos
sible to devitalize, if not altogether

2. The containment and reversal

There are many ways of causing the 
democratization process to slow down, 
stop, or lose ground, and in given 
situations elements of force, manipu
lation, and persuasion can be combined 
in a variety of ways.

Very important and significant, 
however, is the type of political régime 
in which representative democracy 
develops in all its formal manifestations, 
but with very little substance. Great 
mass movements may take place, but 
only if they are directed from the summit 
of the system. There is no Systematic 
use of force, which is kept in reserve, 
but it is available at any moment in 
cases of emergency.

The key to such a régime lies in its 
ability to incorporate those who may 
be called the dynamic individuals of the 
system, and who tend to emerge in all 
strata. These are the individuals who 
are distinguished for their imagination 
and initiative, their organizational 
ability, their fighting spirit, and their 
capacity for taking risks and assuming

stifle, the distribution struggle. This 
would appear to be inevitable as long 
as the distribution and accumulation 
system remains unchanged.

In the interplay of power relations, 
political and organized labour action 
is the only means at the disposal of the 
labour force (apart from their limited 
social power) for counterbalancing the 
considerable power of the upper strata. 
But if political and organized labour 
power is exercised completely without 
restraint, this brings the system to a 
crisis.

of the democratization process

responsibility. The vitality of these 
dynamic elements, however small a 
proportion of the whole they may 
represent, is two-edged, in that if they 
can be incorporated into the system and 
find opportunities for social advancement, 
its impact is positive for development, 
whereas it is negative and disrupting if 
this is not the case. The rate of develop
ment is of great influence in this 
connexion.

In any event, the attitude of such 
persons is in direct contrast to the 
passivity of the greater part of the labour 
force, who, irrespective of their level of 
technical and professional skills or 
intellectual qualifications, are not 
inclined to take an active part in the 
distribution struggle or in pressing 
political or other claims unless they are 
spurred on by the dynamic individuals. 
They are vegetative elements in the 
structural formation.

Among the dynamic elements, 
considerable importance attaches to 
those who emerge and rise by virtue of
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their qualities in the course of the
democratization process. Political and 
labour-organization leaders are a case
in point. Their incorporation into the
system and their possibilities of entry 
in one way or another into the consumer 
society facilitate some linking-up of 
interests with those who manage
economic activity: a sort of alliance
which is generally concerted under the 
aegis of the State in the interplay of
power relations.

Other dynamic elements which 
could hardly remain on the sidelines 
are the members of the intelligentsia, 
whose innate tendency to criticize the 
system is likely to be further accentuated 
insofar as they are not or have ceased to 
be absorbed by it.

Such alliances or commitments
naturally channel and moderate the
intensity of the distribution struggle, 
and in this way they contribute to the 
smooth development of the consumer 
society.

It was explained elsewhere that the 
rate of absorption and upward social 
mobility of the lower strata which make 
up the sub-consumer society tends to 
slacken, so that they lag behind and 
achieve only a minimal rate of develop
ment, if indeed any at all, whereas for 
those higher up the rate of absorption 
and betterment may be very rapid. 
Deprived of their dynamic elements, the 
lower strata are not in a position to 
develop their democratization potential 
save through the typical forms of 
popular mobilization referred to earlier.

The whole question is so complex 
that these brief observations are in
adequate to deal with it. The absorption 
of dynamic elements makes the

systematic use of force, even by 
authoritarian regimes, unnecessary, all 
the more so if such régimes are subject 
to regular periodic renewals, ac
companied by some degree of movement 
of their dynamic elements, which reduces 
if it does not obviate the rigidity of the 
system.

The case is very different where the 
development of the consumer society 
is based mainly on the use of force. 
The collective weight carried by the 
dynamic elements in labour organi
zations and popular movements is 
lessened or nullified in one way or 
another, whereas the dynamic elements 
in economic activity are untrammelled 
by constraints on their initiative and 
freedom of movement.

Perhaps the use of force might prove 
much more effective in accelerating the 
rate of development of the consumer 
society than the alliances of dynamic 
elements referred to earlier, particularly 
if the doors were thrown open to foreign 
participation.

Such is the political and social cost 
of the consumer society around which 
peripheral capitalism has revolved, from 
its inception to the phase of exaltation 
it has reached in some places. Whether 
the consumer society is based mainly 
on the absorption of dynamic elements, 
the use of force, or a combination of 
both methods, no deliberate choice of 
models is made; it is simply the product 
of a complex of historical and political, 
geographical and circumstantial factors.

Neither the exacerbation of the 
distribution struggle through the advance 
of democratic power, nor the latter’s 
containment or loss of ground, can solve



A CRITIQUE OF PERIPHERAL CAPIT ALISM /  Raúl Prebisch 57

the basic problem of peripheral capita
lism: that of increasing the rate of capital 
accumulation to counteract the insuf
ficient rate of absorption of the labour

force. In other words, greater capital 
accumulation is needed to close the 
widening gap between the political and 
the economic processes.

3. The democra tization cris is

This gap makes for a crisis in the 
democratization process even if the 
lowest strata remain passive. If they 
wake up and join in the distribution 
struggle, they give further impetus to 
this tendency and help to precipitate 
the crisis. Once again, however, I would 
stress the outstanding role played by 
the middle strata as technological 
penetration progresses. It is the gradual 
strengthening of their political and 
organizational power that incubates the 
crisis.

This explains the case of some 
countries — few in number to be sure—  
where even in the earliest days of 
industrialization the proportion of 
precapitalist and backward technological 
strata was not high, in contrast to the 
situation in most of Latin America. In 
these countries their flourishing primary 
exports had given a vigorous initial 
impulse to industrial development and 
to the absorption of the lower strata 
leading a hand-to-mouth existence. 
There, the distribution problem mainly 
affects the middle strata, who strive to 
increase their participation in the 
consumer society, since the favourable 
conditions for absorption have reduced 
the sub-consumer society to relatively 
small proportions.

In the interplay of power relations,

exacerbated by inflation, a vicious circle 
has been formed in which the distribution 
struggle weakens capital accumulation 
and accentuates the insufficiency of 
dynamism of the economy. This, in ad
dition to the frustration that the struggle 
entails, provokes an increase in spurious 
absorption in the middle strata, with a 
further undermining of the capital 
accumulation process. All this is 
prejudicial to a faster rate of develop
ment than the basic conditions of the 
economy would have permitted.

It should be stressed here that the 
features of the distribution struggle 
which we have just been considering are 
the expression of advanced stages of 
development, when industrialization and 
the penetration of technology in general 
have given a strong impulse to the mid
dle strata.

Therefore, such features are not 
present, although there may be hints 
of them, in those countries in which 
industrialization is in its infancy and 
a considerable proportion of the labour 
force is employed in agriculture. Their 
wretched social situation is unquestion
ably a major problem, but their organized 
labour power is negligible or nonexistent, 
and their political power is very slight, 
like that of the underprivileged masses 
in the cities.
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4. Emergence o f new factors in the democratization process

It should not be supposed, however, 
that such a state of affairs can continue 
indefinitely, either in these cases or in 
those others where development has left 
the lower strata far behind. For new 
factors are appearing on the social 
scene.

Outstanding among these are the 
mass communication media. Thanks 
to them, the awakening of the under
privileged masses is a development 
which to a greater or lesser extent is 
occurring everywhere. Their passivity 
or their resignation can no longer be 
relied upon as ballast for social stability.

Moreover, the alliance of dynamic 
elements or the use of force in support 
of the development of the consumer 
society cannot be lasting factors in a 
changing social structure where new and 
vital attitudes are emerging.

There are dynamic elements with a 
propensity to absorption, but there are 
also those which refuse to be absorbed, 
either on moral and humanitarian 
grounds, or because of their ideological 
beliefs or political aspirations.

The external situation is of great 
significance. There are some who have 
forgotten that the cycle is the natural 
form of capitalist development. Perhaps 
they thought the waves of prosperity 
would roll on for ever. But this is not the 
case. These waves flow towards the 
countries on the periphery and in one 
way or another stimulate their rate of 
development, but when they ebb, the

periphery suffers the consequences 
more than the centres.

Then it is that the dynamic elements 
which have repudiated absorption, or 
those which the consumer society has 
simply failed to absorb owing to the 
weakening of its dynamism, find the 
circumstances favourable for them to 
emerge and assert themselves, sometimes 
with impressive vigour.

Furthermore, no one can be certain 
that if force is applied it will continue to 
be used unconditionally in the service of 
the consumer society. Here, also, the 
consequences of structural change are 
seen, since the social origin of those who 
have to use force professionally has 
been sliding downwards, and although 
this is far from being a decisive factor, 
it nevertheless contributes to the 
formation of a new social awareness in 
the armed forces: an awareness which 
may assert itself when this or that set 
of external or internal circumstances 
reveals the flaws in the system. The 
direction may change, and the use of 
force may be directed upwards rather 
than downwards in the social structure.

This is a very delicate subject, but 
one that cannot be overlooked in a 
realistic study, even though such changes 
in attitudes are too complex to be 
covered by this simple and fleeting 
reference. This is also true of the change 
in the attitude of the Church, in which, 
in addition to the same structural shifts, 
hitherto unsuspected projections of its 
self-renovation can be glimpsed in all 
their breadth of scope.
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5. A brief elucidation

On rereading these pages, I had some 
fear of misinterpretation, and I should 
therefore like to summarize the central 
idea contained in them, even at the risk 
of repeating myself.

In the free play of economic forces 
there is no principle which tends to 
regulate income distribution as the neo
classical economists had assumed. The 
fruits of the increase in productivity, 
which are appropriated largely by the 
higher income strata, are not sponta
neously passed on to the remainder of 
society through a fall in prices or a rise 
in salaries and wages. Such rises are 
more apt to be partial and limited, and 
benefit mainly those with the social 
power to secure them. The distribution 
of the fruits of technological progress 
tends to be very slow in the context of the 
free play of economic forces. Hence the 
importance of the political and organi
zational power of the labour force as 
democratization advances.

It so happens, however, that in the 
evolution of peripheral capitalism  
-—mainly because of the insufficient 
accumulation of capital—  there is a 
widening gap between the advance of 
democratization and the progress of 
economic development, and this disparity 
inevitably causes the breakdown of the 
system, as the inflationary spiral grows.

Logically, there are only two ways 
of narrowing the gap: the transformation 
of the economic process to further the

advance of democracy, or the sacrifice 
of the latter in order to keep the economic 
process going and ensure the progressive 
development of the consumer society.

Advancing democratization demands 
a sharp rise in the rate of capital accumu 
lation and a modification of the 
distribution system. This is needed in 
order to accelerate the absorption of 
the labour force with increasing pro
ductivity, and to ensure the steady 
narrowing of the income gap between 
the top and bottom brackets throughout 
the structure of society.

This, however, is incompatible with 
unrestrained imitation of the consumer 
patterns of the centres, based on the 
upper strata’s appropriation and retention 
of a major share of the fruits of techno
logical progress.

Peripheral capitalism is more incli
ned to sacrifice democratization in one 
way or another for the sake of defen
ding and promoting the consumer society; 
and possibly to exalt that society, if 
this permits the concerting of new ways 
of linking up with the interests of the 
centres, which make for the continued 
exclusion of the sub-consumer society 
from development. I suspect, however, 
that this is not a lasting phenomenon 
in the development of the periphery. 
What is of concern to me here is the 
nature and rationale of a transformation 
which is perhaps inevitable.
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Chapter VI

Centre-periphery relations
1. Some preliminary reflections

The relations between the centres and 
the periphery develop under the 
hegemony of the former. This hegemony 
is of very long standing, and although 
it has undergone great changes in the 
passage of time, it continues to satisfy 
a combination of economic, political 
and strategic interests which are of 
enormous influence in the development 
of the periphery.

In the course of these changes in 
capitalist development, the principal 
centre has shifted and other centres of 
hegemony and other systems of develop
ment have emerged. The latter are of 
little economic importance in the Latin 
American region of the periphery, but 
their ideological influence is considerable, 
and this is how the Latin American 
countries are drawn into the conflict of 
the centres: yet another example of the 
periphery's propensity to imitate and 
its lack of authenticity.

The capitalist hegemony, particu
larly in the case of the principal centre, 
finds expression in power relations in 
which the technological and economic 
superiority of the centres, backed up 
by their political power, exerts an 
influence on the periphery which is 
generally unshakeable.

Under the influence of this power, 
the centres link up with the periphery 
in a combination of interests with the 
latter’s upper strata so that, in addition 
to their own power, which is in itself

considerable, they share to a varying 
extent in the economic and political 
power of these strata.

Of course, the relations between 
the centre and the periphery are not 
static. They are subject to the effects 
of trends in the centres and changes in 
the structure of the peripheral society.

Whatever the nature and intensity 
of these changes, the centres always 
seek to defend the aforesaid economic, 
political and strategic interests, which 
sometimes coincide and at other times 
conflict with the interests of the periphery.

The area in which they coincide is 
increasingly that of the consumer 
society, the conspicuous expression of 
the imitative capitalism of the periphery. 
Transnational enterprises exploit their 
innovations there in addition to pressing 
on with their long-standing exploitation 
of natural, resources in their own 
interests. In fact, they exalt the consumer 
society, and those who benefit from 
its prosperity and sometimes even 
opulence end up persuading themselves 
that by now capitalist development in 
the image and likeness of the centres is 
irreversible in the periphery. This is a 
form of seduction which has very serious 
implications.

It does not matter that the centres 
are themselves going through a profound 
crisis in which their human values are 
at stake. The capitalism of the centres, 
like a mighty torrent, has overflowed its 
banks.
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Nor is a moment’s thought given to 
the incompatibility of the consumer 
society of the periphery with the social 
integration of the underprivileged 
masses and with equitable distribution 
of the fruits of development.

Moreover, the centres contribute to 
the tendency of peripheral capitalism to 
exclude the great mass of the population 
which is left on the sidelines of develop
ment, for in their relations with the 
periphery they have been unable to 
correct the contradictions by which its 
development is checked. They have 
done nothing of consequence to enable 
the industrialization of the periphery 
to play an active part in a new inter
national division of labour which will 
help it to make up its historical leeway, 
nor to resolve the serious problems of 
primary exports; and the haphazard
and stopgap financial co-operation 
provided is far from what is needed to 
meet the requirements of Latin American 
development.

The significance of the power of the
centres is something quite different.
They are not motivated by the idea of 
eliminating those contradictions; rather 
they are impelled by their consciousness 
of their technological and economic

superiority, the source of their ability to 
appropriate an excessive share of the 
peripheral surplus — to the generation 
of which, it is true, they make an un
deniably effective contribution. All this 
is done with the political support of their 
governments.

Similarly, the free play of economic 
forces can hardly be expected to put an 
end to these contradictions. We have 
already seen that at the domestic level 
the interplay of such forces merely 
reflects power relations, and this is 
also true at the international level. The 
centres withdraw from this free play of 
forces when it suits their interests, as do 
the peripheral countries. But this does 
not prevent both the centres and the 
peripheral countries from continuing 
to sing the praises of the system’s 
regulatory virtues.

If the peripheral consumer society 
takes a shortsighted view, so do the 
centres in their relations with it. Two 
centuries of belief in the virtues in 
question blind them to the truth that 
development is intelligent foresight, 
that it is the ability to influence —with  
a conscious and deliberate view to the 
attainment of great objectives—  the 
forces than can make or mar it.

2. The lag in peripheral development and its consequences

The evolution of production technology 
and the distribution of its fruits gave 
rise to spontaneous concentration of 
industry in the centres. The industriali
zation of the periphery has not been 
a spontaneous phenomenon, however. 
It was a late starter, and this delay has

brought and continues to bring very 
serious consequences in its train.

Up to a while ago the idea was 
current that the dynamism of capital! - ni 
would lead to its spontaneous self
propagation in the periphery. Marx 
himself assumed that it would spread
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throughout the world following up the 
prototypal expérience in the United 
Kingdom.

This did not happen, however. His 
torically, capitalism penetrated spon 
t aneo us! y into the periphery only in 
order to supply itself with the primary 
products it needed. It showed no plain 
intention of promoting the periphery’s 
integrated development, in which indus
trialization would be bound to play a 
leading role.

The industrialization impulse gather
ed strength in the periphery when the 
dynamic impetus of the centres was 
dramatically interrupted by successive 
crises (such as the two World Wars and 
the Great Depression).

The centres became involved in 
peripheral industrialization later on, 
particularly after the Second World 
War, being attracted largely by the 
incentive of industrial development for 
import substitution purposes, which 
was strongly supported by protectionist 
measures. This development was part 
of a deliberate effort to weather the 
crises, no matter how makeshift and 
inexperienced its manifestations may 
have been.

The concept of spontaneous indus
trialization was based riot only on the 
supposed expansive force of capitalism, 
but also on the theory that the low 
wages in the periphery would of their 
own accord attract enterprises and 
capital from the industrial centres. 
Events have not confirmed this theory 
either. Only in a few cases does the 
assumed attraction of low wages offset 
the considerations which lead to 
concentration in the centres, although 
these low wages ranked as an important

factor in that outdated concept of the 
international division of labour which 
permitted the centres to obtain supplies 
of primary products from the periphery 
at low cost.

A closer look will show that these 
explanations do not cover the whole 
truth of the matter. The fact that the 
centres showed no spontaneous interest 
in the industrial development of the 
periphery does not explain why the 
periphery did not start industrialization 
on its own account, by its own deliberate 
decision. Why did it have to wait so long 
to begin the process? The answer must 
be sought in the structural formation 
of the periphery and in the way it has 
linked its interests with the centres. 
The higher strata in the periphery, 
who derived their income from primary 
exports, had no interest in industriali
zation. Indeed, they were opposed to it, 
since it would push up the prices of the 
goods so freely imported from abroad, 
and they were also afraid that it would 
have in adverse effect on commodity 
exports.

The theories of free trade and the 
international division of labour were 
deeply entrenched in the periphery. 
This is one proof, among many that 
could be given, of the coincidence of 
certain ideas with the dominant interests 
in power relations. These theories came, 
of course, from the centres themselves, 
where the immediate interests of the 
exporters of manufactures would also 
be damaged by the industrialization of 
the periphery, if market laws were so 
flagrantly violated.

The crises in the centres finally 
imposed industrialization on the 
periphery. Although during the two
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World Wars there was no need for 
protection, owing to the very scarcity 
and rising prices of such manufactures 
as it was possible to import, there was 
need for it indeed when the crises ended. 
The peripheral countries’ late arrival 
at the industrialization stage, their 
lack of technical capacity and know-how, 
and the narrow limits of their markets 
forced them to have recourse to 
protective measures, although these 
arguments do not justify the frequent 
application of such measures in excess.

Such was the policy of import 
substitution: a policy that was at first 
severely criticized, both at home and 
abroad. But what was really being 
criticized was industrialization itself. 
It was a long time before its necessity 
and inevitability were understood.

With respect to import substitution, 
subsidies would undoubtedly have been 
better than protection, mainly because 
they would have made industrialization 
more rational, since they would have 
provided incentive for both import 
substitution and industrial exports.

But rationality is not enough to win 
acceptance of a good idea. Although 
protection was opposed by the centres 
(and within the periphery itself), its 
adoption depended solely on the decision 
of the country concerned. In the case 
of subsidies, in contrast, the centres 
might have taken compensatory measures 
to protect themselves against the 
competition of the periphery, and this 
was, and still is, to say the least, a 
strong deterrent.

Moreover, no-one would have serious
ly believed that the successive crises in 
the centres would offer promising op

portunities for industrial export from 
the periphery.

It is not our purpose here to make 
a historical study of industrialization 
— although this would be very interes
ting—  but to present it in a perspective 
which will shed light on certain significant 
aspects of the process in the relations 
between the centres and the periphery.

Though there had been times when 
there seemed to be no definite possibilities 
of industrial products being imported 
from the periphery by the centres, this 
was certainly not true of the two decades 
which preceded the current world crisis. 
It is of interest to refer to these facts.

In the boom in world industrial trade 
during the last quarter of a century, the 
participation of the periphery has been 
very slight. As regards Latin America, 
which has a vital need to export industrial 
products at the present stage of its 
development, the minor role it has 
played is explained by the influence of 
a series of adverse factors:

■  the industrial development of the 
centres;

■  the reluctance of the transnational 
corporations to develop peripheral 
exports of their own accord;

■  the protectionist policy prevailing in 
the centres;

■  the indifference of the periphery, the 
errors committed there, and its lack, 
up to recent times, of an efficient 
promotion policy for industrial 
exports.

The boom in trade in manufactured 
goods was. largely the result of the 
development of production technology 
in the centres, of their innovations, of
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the constant diversification of their 
products. The periphery was not in a 
position to take part in this movement, 
because of its own retarded development.

This phenomenon is closely linked 
with the impressive development of the 
transnational corporations. As mentio
ned earlier, these enterprises — attracted 
by protection and the bright prospects 
it held out—  have made every effort in 
recent decades to take a steadily increa
sing part in the industrialization of the 
periphery, and they have succeeded. 
Their reluctance to export, however, is 
well known. Their plants have taken 
advantage of the domestic market but 
have not sought export opportunities 
of their own accord. A definite policy 
of subsidies has been necessary to 
overcome their reluctance, and has 
done so only in part. Their interest lies 
in the exploitation of their continuous 
innovations on the domestic market 
rather than in competing with their 
parent firms on the international 
market.

Motivated as they are by the desire 
to introduce new and complex layers of 
technology which can take advantage of 
the growth of domestic demand, the 
transnational corporations are not 
interested, generally speaking, in those 
industries where the periphery has 
competitive ability, or could acquire it 
in a short time. Such industries, having 
deep national roots, could play a major 
role in exports, and in many cases are 
already doing so. But it is precisely in 
these areas of production that the centres 
usually take protectionist action to 
avoid competition from the periphery.

The techniques prevailing in 
industries like these are less complex

and more accessible to the periphery. 
As has so often been repeated, if the 
centres practised those principles of 
comparative cost which they have 
preached to us so assiduously, they 
would open the doors to such exports 
and thus increase the periphery's 
capacity to import, with manifest 
advantages for their own more advanced 
industries. Hence, the consumer society 
would become more rational for those 
benefiting from it in the periphery, 
although not necessarily for the com
munity as a whole.

I should not like to say whether, 
once the current crisis in the centres is 
overcome, the policy of preferences 
which is being initiated will represent 
the beginning of a fundamental change 
in this vital matter.

Not all the responsibility lies with 
the centres, however; the Latin American 
countries must also bear a large share 
of it.

The encouraging results of the 
export policies of some countries show 
what has been lost by not having ventu
red in this direction long ago. Chronic 
overvaluation of currencies and needless 
impediments have done serious harm 
to the export trade. In particular, not 
enough determination and foresight 
has been shown, or is being shown even 
now, in the application of measures to 
stimulate reciprocal trade within the 
Latin American periphery : a policy 
which, by reducing costs, would also 
have encouraged industrial exports to 
the centres and the rest of the world.

It is common knowledge that 
primary exports also have to overcome 
obstacles in the centres which are some
times considerable. But even if they
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were to some extent removed, this would 
not solve the basic problem, which is to 
increase the periphery’s capacity for 
payment sufficiently to meet its develop
ment needs. Herein lies the crucial 
importance of industrial exports.

This is the root of one of the most 
serious contradictions in centre-periphery 
relations. CEPAL has long drawn 
attention to the tendency of peripheral 
development towards an external 
bottleneck, which seems to vanish in 
phases of external prosperity, only to 
return — perhaps with greater intensity—  
in the unfavourable phases. As we know, 
in spite of import substitution policies, 
imports tend to grow more rapidly than 
exports as development proceeds, 
although their composition is different.

This disparity between exports and 
imports is structural in nature, and is 
basically due to the lag in industriali
zation. It is true that an underlying 
factor is the marked difference between 
the income-elasticity of demand for 
industrial goods, which are constantly 
being diversified, and that of demand 
for primary products in general and 
agricultural commodities in particular, 
in respect of which the scope for diversifi
cation is very limited.

However, if the industrial develop
ment of the periphery had been parallel 
to that of the centres, it would have 
been possible to meet, through its own 
diversification and industrial trade 
with the centres, the requirements in 
respect of manufactured goods which 
the high income-elasticity of demand for 
them would have entailed.

This is a phenomenon of timing 
which is by no means part of a natural 
order of things. It could be corrected, 
particularly if the efforts of the periphery 
were accompanied by co-operation from 
the centres. It should be borne in mind 
that the protectionist barriers which 
the latter set up to defend themselves 
— so to speak-— against peripheral 
exports increases the disparity between 
exports and imports referred to above, 
whereas peripheral protection tends to 
smooth it out. The more the centres 
protect themselves, the more the 
periphery has to protect industrialization 
for import substitution purposes, 
notwithstanding its higher cost.

If I stress this old CEPAL thesis, it 
is because now and then and here and 
there reactions emerge which are inspired 
by a timeworn concept of the virtues of 
the free play of market forces.

3. The terms of trade

The great influence also exercised by 
the structural backwardness of the 
periphery on the terms of trade is a 
very controversial theme that deserves 
to be clarified once again.

It was shown in chapter n how insuf
ficient dynamism in the economy makes 
for a persistent deterioration of the

income of the lower strata in relation to 
that of the higher strata, and particularly 
those groups among the latter whose 
power enables them to appropriate a 
major share in the fruits of technological 
progress.

It was also pointed out that when the 
relatively low income of the labour force
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coincide with an abundant supply of 
natural resources, the deterioration in 
income relationships was reflected in a 
deterioration in producer price relations. 
This is particularly the case with tropical 
products.

The phenomenon is not confined, of 
course, to the context of domestic develop- 
ment, but also influences relations with 
the centres.

Now, an increase in productivity per 
unit of lands has consequences similar 
to those stemming from an abundant 
supply of land.

This is also an old CEPAL thesis. 
Attempts have been made to interpret 
it as an assertion that primary products 
have an inherent and irreversible 
tendency towards price deterioration, 
but it should be clearly understood that 
the deterioration occurs when the 
increase in production, owing to the 
combination of factors just explained, 
outstrips the growth of demand both at 
the domestic and at the international 
level. Of course, this happens only if 
there is no interference in the free play 
of economic forces through devices to 
restrict production or exports.

The cyclical fluctuations of inter
national demand are wont to lead to 
certain misconceptions. A situation in 
which growing demand coincides with 
rising relative prices is all that is needed 
for it to be assumed that deterioration 
is at an end.

It really will end some day, when the 
insufficiency of dynamism in the 
peripheral economy is remedied and a 
lasting improvement in income relations 
between the lower and upper strata 
is achieved. In this, industrialization, 
with its capacity to absorb the labour

force, has an important role to play. 
This is another point in the CEPAL 
thesis. Similar effects would be produced 
by an increasing shortage of a natural 
resource, provided that they were not 
countered by technological progress.

Hence a further important conclusion 
can be drawn. It was stated a moment 
ago that a sufficiency of dynamism in 
the periphery’s development would 
narrow the income gap. It is not enough 
to prevent the gap from widening. 
Demonstrating that income relations 
have not deteriorated does not mean 
that there is no problem. Development 
does not signify perpetuating defects, 
but correcting them. The same could be 
said of the terms of trade. Some price 
relationships have always been un
favourable, ever since the periphery 
was incorporated in the international 
economy. Industrialization would help 
to make them favourable, but only 
with the passage of time: possibly a very 
long time, if no shortages supervene. 
Meanwhile, only an enlightened policy 
on the part of the centres would shorten 
the path towards an objective so vital to 
the periphery.

But such a policy does not interest 
the centres. Far from it. While I was 
working with UNCTAD some years ago, I 
began to suspect more and more that 
the opposition to stabilization agreements 
on primary commodities did not stem 
only from reluctance to interfere with 
market laws; perhaps there was also the 
fear — not altogether groundless—  that 
the success of such agreements would 
pave the way for later efforts to achieve 
a steady improvement in price relations 
between primary commodities and 
manufactured goods.



A CRITIQUE OF PERIPHERAL CAPITALISM /  Raúl Prebisch 67

4. The capitalistic expansion o f the centres in the periphery

A little thought will show that the concept 
of peripheral development through the 
spontaneous expansion of capitalism  
inflowing from the centres still survives.

The key to this concept lies in 
foreign private investment, and particu
larly that of the transnational corpo
rations. I am convinced of the importance 
of these enterprises in the dynamics of 
development, but I am concerned about 
their ambivalent nature, about the 
negative and disrupting features which 
accompany their considerable develop
ment potential.

Those who believe that this form of 
participation of the centres in peripheral 
development is going to contribute 
fundamentally to the strengthening of 
capitalism in the periphery and to guaran
tee its steady and vigorous development 
are making a serious mistake.

What they are forgetting is that, 
quite apart from the negative aspects 
of the transnational corporations, the 
relations between the centres and the 
Latin American periphery continue to 
be hampered by the great contradictions 
and incongruities which seriously limit 
the social scope of capitalist development. 
N o long-term policy has been formulated 
in the centres to counter these faults.

The main dynamic centre has never 
been anywhere near seeing matters in 
this light, even at the height of the 
ideological contest between the hegemo- 
nistic powers. This contest has thrived 
in the broad and favourable field of 
Latin America: a further manifestation 
of the imitative propensity of the 
periphery. In this battle of ideologies, 
the main dynamic centre is joined by

others in trumpeting the virtues of its 
own system. These centres are seduced 
by the sometimes impressive development 
of the consumer society in the periphery, 
because they see therein a projection 
of their own image, as well as finding a 
copious source of profit. But they have 
not yet done anything serious and 
lasting to help the periphery to correct 
the contradictions referred to above; 
and even if something were done, it 
would redound primarily to the benefit 
of the peripheral consumer society, 
unless the Latin American countries 
decided to pursue their own economic 
and social transformation12.

Foreign private investment and the 
financial facilities which usually 
accompany it undoubtedly afford some 
relief from the contradictions. But this 
relief is only temporary, since with the 
passage of time — and not much time 
at that—  the profits and service pay
ments which have to be remitted abroad, 
as well as other transfers, tend to exceed 
the inflow of new resources, thereby 
aggravating the external bottleneck and 
adversely affecting the rate of develop
ment.

If those profits and service payments 
were invested mainly in the periphery,

liThe Declaration and Programme of 
Action on the Establishment of a New Inter
national Economic Order contained in resolutions 
3201 (S-vi) and 3202 (S-vi) of the General 
Assembly of the United Nations could mark a 
turning-point, if translated into concrete 
measures and if at the same time the peripheral 
countries recognized their need for a new internal 
order to change their own order of things.
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such ill-effects would be mitigated; but 
this could not be expected to continue 
indefinitely. Indeed, even in so far as it 
did occur, the disproportionate growth 
of foreign investment would create 
another very disturbing contradiction, 
to which we shall be referring later on.

But this is not all. There is another 
aspect of the problem which deserves 
much greater attention than it usually 
receives. There can be no doubt that 
foreign private capital, on suitable 
terms, could be an important factor in 
stepping up capital accumulation and 
the transfer of technology, just as the 
capital accumulation potential of loans 
from abroad also has to be recognized. 
But the ■ consumer society of the 
periphery has its own peculiar features. 
Often these financial contributions 
simply make it possible — particularly 
for the upper strata—  to avoid facing 
up to the inescapable necessity of 
accelerating the rate of accumulation 
by making better use of their own 
potential.

It is a well-known fact that the country 
which throws wide its doors to foreign 
private capital and openly encourages 
the consumer society finds ample 
possibilities of securing diverse forms 
of international co-operation. Powerful 
and efficient machinery is set in motion 
on its behalf, one of the motive forces 
being the prestige acquired abroad by 
the drive towards the consumer society; 
all this with the aid of prolific publicity 
which serves as a manifest incentive to 
other investments.

Foreign capital then frequently and 
easily extends its activities from the 
mere introduction of new forms of 
production and consumption to the

takeover of financial or other enterprises 
which play an important role in the 
country’s economy. It is true that this 
brings with it an improvement in 
productivity, thanks to the introduction 
of new layers of technology and also to 
the premature renewal of physical capital 
whose useful life could be extended.

From the point of view of the profits 
and the increasing power thus gained by 
the transnational corporations, such 
activities are perfectly rational. But 
this is not the criterion of collective 
rationality in the light of which the 
periphery should approach the matter.

There is a further point. The trans
national corporations have almost 
always been reluctant to allow national 
capital to participate in their business 
enterprises. It must be acknowledged, 
however, that if this had been tried, the 
results would have been rather limited, 
not only because of the unwillingness 
of the upper strata to make full use of 
their accumulation potential, but also 
owing to the lack of any efficient system 
of foreign financing for national entre
preneurs, in contrast with the facilities 
that transnational corporations enjoy, 
in their own countries for their invest
ments in the periphery.

It would be incorrect, however, to 
assume that there are no thinking 
persons in the centres who take a very 
different view of peripheral development. 
There undoubtedly are. They are 
concerned about the growing social 
inequalities, and ask themselves, for 
example, if the relative stabilization or 
even improvement of commodity prices 
would not aggravate inequity, instead 
of alleviating it. And with the same basic 
concern in mind, they are apt to question
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the policy of financial co-operation, 
however scant such co-operation may 
have been. When attitudes like these 
are not a mere pretext for shirking 
what ought to be done, they must be 
taken at their full value. And value 
they certainly have. It would be a great 
mistake to despise them.

It was noted earlier that inflows of 
financial resources from abroad often 
tended to exempt the upper strata of 
the periphery from any effort to use 
their accumulation potential more 
effectively than at present. To induce 
them to do so, it has been suggested on 
more than one occasion that inter
national financial institutions should 
undertake to lend financial resources 
during the life of a plan, provided that 
a parallel guarantee to raise the rate 
of domestic capital accumulation is 
obtained from the peripheral countries 
seeking to obtain such loans. This 
proposal has come up against major 
obstacles, however. On the one hand, 
the institutions concerned are not 
inclined to commit their financing for 
several years, as a sound development 
plan requires. On the other hand, 
there are some in the periphery who 
feel that the guarantee requested would 
be a violation of the sovereignty of the 
country, even though they are not 
always so concerned at certain incursions 
of foreign capital by which it really is 
compromised..

As already noted, the technological 
and economic superiority of the trans
national corporations and the actual or 
potential political support they receive 
from their home countries enable them 
to secure a disproportionate share of 
the surplus which — with unquestionable

efficiency—  they help to generate in 
the periphery. The problem is a long
standing one, though new and important 
aspects of it have emerged. There has 
been a certain change in attitudes as 
regards the exploitation of natural 
resources, after a long and fluctuating 
struggle on the periphery’s part. This 
can be seen from a comparison of the 
meagre proportion of the value of the 
natural product which formerly remained 
in the periphery with the increasing 
share now generally obtained. But the 
distribution of the surplus is not every
thing. Years ago in CEPAL we introduced 
the expression “enclave”, to express 
the significance of the transnational 
corporations in the exploitation of 
natural resources. For these enterprises 
are like an over-large body lodged in the 
periphery but isolated from the rest of 
the economy, with economic and political 
implications of undoubted importance.

Today, in addition to the develop
ment of natural resources and the 
accompanying complex of activities, 
innovations are exploited. These 
innovations, and, of course, the trans
national corporations which introduce 
them, play a dual role in development. 
On the one hand, they make an 
effective contribution to technological 
progress, which is of such great 
importance, particularly in those basic 
activities which would have to be kept 
up in any event, even if development 
were to acquire a pronounced social 
significance. On the other hand, they 
carry on activities primarily of interest 
to the consumer society, where they 
generally obtain substantial profits, 
through the constant introduction of 
their diversifying technologies. But
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what is good for the consumer society 
is not necessarily good for development.

In either case, it is the transnational 
enterprises that introduce the most 
advanced technology, produce a bigger 
surplus, and exercise considerable 
magnetism over the dynamic elements 
of the peripheral society. Moreover, 
the innovations which they introduce are 
usually for their exclusive use during 
the term covered by the patents, licences 
or trademarks, so that they enjoy the 
privilege of restricting competition.

Those who confuse development 
with the consumer society forget this dual 
role of technological penetration. They 
do not object to the disproportionate 
costs of diversifying technologies or of 
the transfer of trademarks and licences, 
which are usually purchased less for their 
intrinsic importance than in order to ape 
certain forms of conspicuous consumption 
for the sake of their prestige.

To this must be added the acknowl
edged skill of the transnational enterprises 
in the use of the mass communication 
media: a skill which national enterprises 
are also learning. Both thus acquire 
that marked aptitude for manipulation 
which, for the neo-classicists, would 
appear to be compatible with the so-called 
sovereignty of the consumer.

All this is more the fault of the 
periphery, which opens its doors un
conditionally to transnational corpo
rations, than of those enterprises 
themselves. It is also imputable to the 
excessive protection which they enjoy

along with national enterprises, not
withstanding that they need it less or not 
at all.

There are also other very important 
sources of income which the transnational 
corporations may add to those on which 
they can properly draw by virtue of their 
technical efficiency. I refer both to the 
manipulation of prices between parent 
firm s. and subsidiaries, and to various 
ways of restricting or eliminating 
competition.

Let us now give some thought to the 
dilemma with which this confronts the 
periphery. If the aforesaid disproportio
nate participation in the surplus is 
translated into big financial transfers 
abroad, the tendency towards an external 
bottleneck is accentuated with the 
passage of time, while if those transfers 
are reinvested, the power of the trans
national corporations increases, to the 
detriment of the host country’s sense 
of national identity and autonomy in 
decision-making.

In this, as in the examination of 
other aspects of development, certain 
generalizations must be avoided. The 
appropriation of the fruits of techno
logical penetration, as well as the 
restriction of the periphery’s scope for 
decision-making, vary greatly in degrees 
of intensity from country to country, 
depending on each one’s basic develop
ment conditions, on its bargaining 
capacity, and on the changing circum
stances that influence centre-periphery 
relations.

5. The constellation o f interests in the centres

The state of affairs just outlined occurs in which the international credit insti-
within a peculiar constellation of interests, tutions have assumed great importance.
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Even if its accumulation potential 
were efficiently used — which is not the 
case—  the periphery would continue 
to need temporary assistance from these 
institutions and external capital in 
general in order to intensify its own 
accumulation process.

It should be stressed that some of 
the leading figures in such institutions 
have a sound concept of development 
and genuinely try to promote it. 
However, their work is inevitably done 
within the existing constellation. The 
institutional loan funds depend on the 
centres, their governments and their 
financial markets; and in all this the 
weight carried by the big enterprises is 
considerable. In actual fact, the latter 
constitute a relatively small group of 
highly influential bodies, linked in one 
way or another by bonds of interdepen
dence and solidarity.

It is common knowledge that the 
power of the constellation of interests 
in question is considerable, but in the 
centres potent internal counterbalancing 
factors have also been emerging which 
limit and at times offset their influence. 
These counterbalancing elements do 
not exist in relations with the periphery. 
A few expressions of opinion by dissident 
intellectuals and sporadic criticisms in 
the political field and in publicity media 
are a far cry from what is needed to 
constitute a substantial counterweight, 
however heartening they may be for 
the non-conformists of the periphery.

In short when a peripheral country 
openly welcomes the transnational 
corporations, and at the same time 
shows — admittedly—  imagination and 
efficiency in promoting the consumer 
society, the power constellation offers

its determined support, as well -as its 
effusive admiration, for that society’s 
prosperity.

This is even more markedly so when 
the centres are also influenced by 
political or strategic objectives. I 
mention both these concepts together, 
although political objectives are usually 
temporary or circumstantial, whereas 
the strategies of the centres are generally 
projected far into the future — except 
in economic affairs. In fact, under the 
aegis of the free play of economic forces 
it would appear that the conception of 
a strategy is essentially military and 
enters into the purview of staff officers 
of the armed forces alone. There is no 
strategy for development in centre- 
periphery relations.

It will now be understood that when 
foreign private capital makes its way 
into the structural formation of the 
periphery, it carries with it considerable 
external power which exceeds and 
bolsters the internal power it acquires 
on entry. It thus shares with the upper 
strata the economic and political power 
that these possess owing to the 
concentration of most of the means of 
production in their hands.

By sharing this power, foreign
private capital also sways certain
internal currents of opinion, thereby
gaining a stronger influence over the 
State itself, in addition to that usually 
acquired by the transnational corpora
tions through their marked ability to 
attract dynamic members of the 
peripheral society. The attitudes of 
these enterprises throughout coincide 
with or differ from those of national 
enterprises, according to circumstances 
and combinations of interests.
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These differences may be substantial. 
If the ambit of the transnational 
enterprises in a peripheral country 
extends to embrace strategic points of 
the economy, the country is exposed 
to the danger that their influence may 
result in the taking of important 
decisions abroad — either by the States 
or by the parent firms—  which fre
quently run counter to national 
interests.

These are well-known facts, and 
others are coming to light concer
ning certain transnational corporations 
which, overstepping the strict bounds 
of their business sphere, have fallen 
into very shady manoeuvres involving 
domestic politics. However rare such

instances may have been, they project 
their tarnished image on other 
enterprises, thereby helping to detract 
from the positive aspects of their 
ambivalent role and making it more 
difficult to find new formulas for their 
co-existence or co-participation with 
thé State or private enterprise in the 
periphery.

But this is a matter for the future. 
It is much more difficult to deal with 
cases that have been dragging on for 
some time, in which the hegemony of 
the centres and certain outward symp
toms of the weakness of the peripheral 
countries have led to situations of 
great political vulnerability.

6. The crisis in centre-periphery relations

In the previous chapter we attempted 
to explain the internal interplay of 
power relations stemming from the 
structural formation of the peripheral 
society and the continual changes it 
has undergone in the course of its 
development, limiting our brief analysis 
to the distributional aspects of those 
relations. But there is something more 
than this — something of great impor
tance both from the domestic point of 
view and from that of the relations 
between the centre and the periphery.

When foreign capital shares economic 
and political power with the upper strata 
it also participates fully in the 
distribution struggle, and, as we have so 
often stressed, this struggle increases 
in intensity as the democratization 
process develops and grows in strength.

This political phenomenon has to

do with more than distribution alone. 
In the heart of peripheral society is 
emerging a full awareness of national 
identity and the need for autonomy 
in decision-making, as well as the 
highly understandable aspiration to do 
for itself what is at present being done 
by outsiders. These feelings mesh 
with the distribution struggle and the 
two are mutually reinforcing. Indubi
tably, the battle of ideologies is apt to 
exacerbate these tendencies, but it is 
not responsible for provoking them, 
since their roots are to be found in the 
changes in the structure of society.

At all events, this new consciousness 
and these new attitudes now developing 
— especially in that sector of the middle 
strata not directly drawn into the sphere 
of influence of foreign capital—  constitute 
a latent force which quickly manifests
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itself when circumstances are favourable 
to its eruption. One such circumstance 
is the distributional crisis discussed in 
the preceding chapter. Moreover, it
sometimes happens that in the heat 
of the distribution struggle the solidarity 
between the interests of the upper strata 
and those of the transnational corpo
rations is jeopardized.

Although this phenomenon has its 
own dynamics, the tendency towards the 
eruption of a crisis is intensified by 
unfavourable shifts in the external
economic situation. The periphery is 
always exposed to the vicissitudes of the 
centres, and while their waves of 
prosperity relieve the tensions of 
peripheral development, the opposite
trend increases them, particularly when 
the difficulties caused by the external 
bottleneck become more acute.

Irrespective of the external situation, 
however, the unrestrained advance of 
democratization may in propitious 
circumstances lead to the strengthening 
of attitudes hostile to foreign capital in 
general and to the transnational 
corporations in particular.

When this happens, the great 
disparities in centre-peripheral power 
relations become of crucial importance. 
It is then that the entire constellation 
of interests of the centres clustered 
around the transnational corporations 
is set in motion. This solidary move
ment finds expression in various kinds 
of punitive measures; external credit 
restrictions, trade barriers, and others 
of which, since they are so well known 
and widely practised, no reminder is 
needed here. What must be recalled, 
however, is the use of force as a means 
of exemplary punishment when certain

emotional reactions — even in the 
great powers—  rashly abandon all 
self-restraint and unimpassioned visuali
zation of a different future.

On more than one occasion a 
peripheral country has been forced to 
bow before such punitive measures and 
to give way farther than it should in 
negotiations which are always difficult 
owing to the imbalance of power. And 
when this happens, attitudes are often 
adopted that run counter to the deep 
feelings and aspirations which prompted 
the crisis in relations.

However, all this should be viewed 
in a broader perspective. Sometimes, 
extremist attitudes which entail im
mediate consequences detrimental to 
a peripheral country prepare the 
terrain, intrinsically difficult though 
it is, for subsequent realization of the 
aspirations of the periphery. I have 
reason to believe that if it had not been 
for the impact of the Mexican oil 
company expropriations of 1937 the 
transnational corporations would not 
have reached agreement with Venezuela 
on the fifty-fifty formula which paved 
the way for the increasing participation 
of the producer countries in oil income.

Undoubtedly, the world of today is 
very different from that of yesterday. 
Development cannot be understood 
outside the context of the changing 
currents of ideas and ideologies, of 
feelings and aspirations, which develop
ment brings with it and which act in turn 
on development itself. This holds good  
even for those countries in which the 
democratization process is contained, 
either through the absorption into the 
system of the dynamic elements in
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political and organized labour move- consumer society, or through the use 
ments and their incorporation into the of force.

7. Hegemony and dependence

If “dependence” is thought to be a 
better name for these phenomena of 
hegemony as manifested in the new 
forms which the evolution of capitalism  
has brought in its train, I have no 
objection whatever. Dependence is an 
inherent characteristic of the periphery. 
This concept was introduced in the 
earliests writings of C E PA L , and sub
sequently enriched with the valuable con
tributions on the subject made by various 
economists and sociologists. These 
contributions provided a clear idea of the 
real significance of the economic and 
technological superiority of the centres 
and their power to extract income from 
the periphery in excess of what their 
enterprises contributed to the production 
process. They likewise challenged the 
outdated concept of the international 
division of labour which served as a 
pretext for rejecting the industrialization 
of the periphery. Moreover, it was 
CEPAL (later followed by UNCTAD) 
which first drew attention to the serious 
political consequences of certain forms 
of trade dependence. I am not referring 
only to those existing between the centre 
and the periphery, but also to certain 
overt or covert attempts to divide trade 
vertically into zones of influence. Un
fortunately, the European Economic 
Community itself has not risen above 
this anachronistic concept.

Thus, under the aegis of hegemony,

the peripheral countries have been 
forced against their will to do or not to 
do certain things in the field of the 
economy and in that of international 
politics. Such is the inequality of their 
power relations with the centres. The 
lex talionis hardly applies in those 
relations, for the possibilities of retalia
tion by the periphery are really very 
limited and fleeting. That is what being 
on the periphery means; that is the 
meaning of dependence.

The concept of dependence, however, 
calls for study of the problem in depth, 
for an analysis of the underlying factors 
and the interplay of power relations. 
Moreover, this term usually covers 
other characteristic aspects of imitative 
capitalism. These are phenomena 
emanating from the centres, which neither 
subjugate the periphery economically 
or politically, nor force it to take or 
refrain from taking any given action 
in the interplay of power relations. This 
is a point that needs clarifying, in order 
to forestall unprofitable polemics.

For instance, much is said of 
technological dependence, implying 
that the periphery is forced to use the 
technology of the centres for want of 
its own. Let us now examine this concept. 
First and foremost, the transnational 
enterprises take pains to introduce 
advanced technologies, which are not
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always compatible with conditions in the 
country concerned. As already pointed 
out, on the one hand there are techno
logical advances which ought to be 
introduced, whatever the economic and 
social system, while on the other there 
are technologies which merely meet the 
growing requirements of the consumer 
society.

In the latter case, which is of 
considerable importance, the primordial 
factor is the very existence of the 
consumer society; and this is due less 
to the transnational corporations than 
to the inequitable income distribution 
resulting from the interplay of power 
relations.

These and other individually rational 
and collectively irrational lines of action, 
on the part of both entrepreneurs and 
consumers, have already been discussed 
elsewhere. If we recall them here, it is in 
order to stress the undesirability of
trying to use a single term to cover
phenomena of very diverse significance. 
And some among them are mainly the 
responsibi lity of the periphery itself : 
the responsibility of imitative capitalism.

There is also a good deal of talk 
about the need for the periphery to
develop technology of its own. Of course, 
no one in his right mind would think of 
dispensing with the immeasurable 
advantage of being able to use technology 
which the centres have developed in
centuries of tenacious effort. The 
problem is different: it is that of how 
to use the vast scientific and technological 
heritage of the centre to advantage by 
adapting this know-how to the factual 
conditions of the periphery, to widen 
the narrow sphere of technological

options, and to provide an impulse for 
our own innovative ability. In other 
words, to achieve authenticity by going 
a step farther than mere imitation and 
making a progressive creative effort. 
Something along these lines is being 
done in certain countries in our part of 
the periphery, but it is being done in 
watertight compartments, and the failure 
to take a view that is Latin American 
in scope leads to a waste of very 
considerable creative potential.

As regards cultural imitation, much 
could be said. But there is also a highly 
significant example of how it has been 
possible to advance beyond mere 
imitation to authenticity. I refer to litera
ture. We received an immense cultural 
heritage from the West; but imitation 
has now given way to creative power.

Even so, this creative work sometimes 
rings with the echo of the ideological 
strife in the hegemonistic centres. To 
escape its influence is difficult, however 
great the risk of lapsing into prosely- 
tism, to the detriment of a genuine 
cultural contribution.

But it is in the sphere of development 
ideas and ideologies that the conflict is 
often heated. Intellectual dependence 
is very strong, and the centres’ patterns 
of thinking are often adopted uncon
ditionally, although they were originally 
worked out in a setting different from 
ours. The intellectual vigour, brilliance 
of reasoning and force of conviction 
displayed obviate the need to think 
for oneself, a proceeding which calls 
for much time and tenacity of purpose, 
as well as open-minded objectivity.

The imitation of ideas and ideologies 
usually makes headway in the periphery
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just when in the centres whence they 
come, whatever the system in question 
may be, they are the target of searching 
criticism, although this is not always 
evident on the surface.

Strong as intellectual imitation is 
in the capitalist circles of the periphery,

the anti-capitalist circles do not appear 
to be proof against the temptation to 
imitate the centres, either. Here, too, 
there is need for an independent creative 
effort which, inspired by all there is to 
be assimilated from abroad, can help 
to unloose ties of permanent dependence.
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After describing the economic recession 
which came to a head in 1975 and examin
ing some overall indicators, this article 
analyses the most important underlying 
causes of the recession. Two interrelated 
causes are particularly worthy of note: 
firstly, the deterioration of the economic 
situation of the centres, and secondly, the 
sharper contradiction between the growing 
demand for imports required by the prevail 
ing type of growth and the capacity to 
produce the foreign exchange necessary 
to pay for them and to cope with an increas
ing volume of financial services.

Lastly, some measures are suggested 
for dealing successfully with this critical 
situation, including (a) the establishment 
by the Latin American countries of a 
collective financial safety net to tackle 
their balance - of - payments problems; (b) 
the restructuring of the dynamic forces 
responsible for economic growth in the 
region, with emphasis on giving more of 
an impulse to the domestic market; (c) the 
strengthening and extension of forms of 
regional co operation, and (d) determined 
joint action by the countries of Latin 
America at the international level. The 
article ends by reaffirming that Latin 
America’s economic development prob
lems are not only connected with achieving 
vigorous growth, but also with securing a 
more equitable distribution of its benefits.
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CEPAL REVIEW,
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Introduction

In recent years there has been a series of 
interlinked international crises which 
are having a serious effect on the economic 
development of the peripheral countries 
in general and the Latin American 
countries in particular.

What is the significance of the changes 
we are witnessing? Are they merely of a 
transient nature, or are we moving 
towards much profounder structural 
changes in international economic 
trends? If this is so, then what role will 
the peripheral countries play and what 
policies should they adopt in order to 
fit in with the new situation and achieve 
the objectives pursued in their national 
development policies?

It is not simple to answer these ques
tions, since the present time is full of 
uncertainties which make it very difficult 
to anticipate events or hazard hypotheses. 
Yet such is the challenging task that 
inspires the following remarks, which 
are based on the confident belief that 
Latin America has the vitality and 
capacity to take advantage of the 
opportunities which arise together with 
the risks.

l .

The economic situation 
in 1975

At the time of writing, at the end of 1975, 
we have at hand the main figures which 
enable us to describe in broad terms the 
effects of the international economic 
situation on both Latin America and the 
central economies. I shall now give 
some basic figures so that we can draw 
some general conclusions from them.

77



78 CEPAL REVIEW /  First hatf qf 1976

The initial estimates give the follow
ing picture of Latin America as a whole:

■  The rate of growth has gone down 
sharply, from 7 per cent in 1973 
and 7.2 per cent in 1974 to 3.3 per 
cent in 1975, according to the most 
reliable estimates.

■  Exports of goods, expressed in dol
lars at current prices, went down by 
6 per cent after having increased in 
the previous two years at an average 
rate of over 50 per cent. This slump 
in the growth of such exports 
— particularly noticeable in the non
oil-exporting countries—  is to be 
attributed to a reduction of 7 per 
cent in the volume exported: this 
ended the firm growth trend of 
recent years and was only partly 
compensated by a modest increase 
of 1 per cent in the value of exports, 
which was in any case far below the 
rate of world inflation.

M Imports of goods grew by only 6 per 
cent as against the increase of 40 
per cent in the two preceding years. 
This figure reflects a drop of 7 
per cent in the physical volume of 
imports (for the non-oil-exporting 
countries the drop was 9 per cent). 
In contrast, the values of imports 
rose by 14 per cent, which shows 
how serious are the effects of world 
inflation on the economies of the 
region.

■  The terms of trade deteriorated by 
11 per cent, which is serious when it 
is remembered that this indicator 
had already gone down by 10 per 
cent in each of the preceding two 
years for the non-oil-exporting coun
tries as a whole.

M The purchasing power of exports 
dropped by 17 per cent in 1975 
with respect to the preceding year 
as a result of the combined effect of 
the unfavourable terms of trade and 
the drop in the volume of exports.

■  The trade balance of the 19 non-oil- 
exporting countries will show a defi
cit of 10.3 billion dollars as against 
9.2 billion in the previous year. 
If we add to these figures the deficits 
in respect of net payments of profits 
and interest, then the total current 
account deficit will be 15.2 billion 
dollars as against 13 billion in 1974. 
The oil-exporting countries of the 
region, for their part, will have a 
current account surplus in 1975 of 
only about 2.8 billion dollars, which 
is far below the 6.4 billion dollars 
recorded in 1974.

■  The balance of payments of the non
oil-exporting countries will show 
a deficit of close to 2.5 billion dollars, 
since the compensatory and non
compensatory capital flows will be 
insufficient to finance the current 
account deficit. All this will obviously 
have the effect of reducing the net 
reserves of these countries.
We do not yet have any figures on 

the behaviour of other internal variables 
of the regional economy, but we do know 
that these figures vary significantly 
from one country to another, not only 
between the oil-exporting countries and 
non-oil-exporting countries, but also 
among the latter, since their particular 
foreign trade structures create different 
capacities for facing the effects of the 
world situation.

In any event, for the great majority 
of the countries the above figures do
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reflect the upheaval caused by the 
international economic situation and 
its inevitable impact on the rate and 
structure of domestic growth.

The forecasts for the coming year 
are varied, and once again reflect the 
great diversity of specific cases.

There are those who feel that the 
situation will become even more diffi
cult because of the slow reaction of the 
centres to the measures designed to 
promote the economy, and the scanty 
reaction of prices and markets to the 
signs of recovery shown by some indus
trial economies. Furthermore, indebt
edness has increased and the conditions 
on financial markets have become more 
difficult, particularly for countries 
without experience in tapping resources 
from such markets.

Others, in contrast, consider that 
the most difficult time is over and that 
the recovery of the centres will rapidly 
spread to world trade as a whole.

Whatever the hypothesis accepted, 
the situation will continue to be difficult, 
so that knowledge of the international 
economic situation and its projections 
for the central economies is of particular 
importance to our region

There are some significant indi
cators for the industrialized countries 
which enable a general picture to be 
drawn:

■  The rate of growth of the member 
countries of the Organization for 
Economic Co-operation and Develop
ment (OEC D) will be slightly over 
1 per cent according to calculations 
made by the technical secretariat of 
the Organization, since the recovery 
noted in the second half of 1975 will 
compensate for the contraction

observed in the first part of the year. 
It should be recalled that these 
countries had a zero growth rate in 
1974, and that the average annual 
rate recorded in the last ten years 
was 5.5 per cent.

■  The timing of the recovery in the 
various industrialized countries dif
fers considerably. The United States, 
Japan, and probably Canada are the 
countries which are now showing the 
biggest degree of economic recovery. 
Germany and France are in an 
intermediate position, while Italy 
and the United Kingdom will prob
ably only overcome their negative 
growth rates from 1976 onwards. 
Even in the countries of the first 
group, however, there have been some 
contradictory signs in recent months 
as regards the steadiness and dura
bility of the recovery, and this has 
given rise to certain doubts about 
the future course of the recovery 
process, especially in the case of the 
United States economy.

■  Industrial production at the beginn
ing of 1975 was 20 per cent below 
that recorded one year earlier, and 
it only began to recover quite slug
gishly after the accumulated stocks 
of manufactures had been used up.

■  Unemployment continued to be 
marked, and in many cases the rates 
of unemployment were the highest 
for the last 20 years. According to 
II.O, in September 1975 there were 
17.1 million unemployed in the 
industrialized economies, and it is 
estimated that the figure might rise 
to 18.5 million by the end of the year.

■  The levels of domestic prices may be 
assessed from different standpoints.
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On the one hand, the stabilization 
policies and the effects of the 
economic recession itself checked 
the rate of growth of domestic infla
tion and the rate for the OECD 

countries dropped to around 10 per 
cent as against the average of 13 
per cent recorded in 1974. On the 
other hand, however, the new basic 
or minimum level of inflation, which 
appears to be situated around 8 
or 9 per cent, is nevertheless twice 
that considered acceptable at the 
beginning of the decade and is 
subject to many tensions which still 
make it unstable and capable of 
rising rapidly in response to the 
reactivating surges of domestic 
policies.

■  In the external sector the economies 
of the OECD countries showed a 
current account deficit of close to 
20 billion dollars, a figure consider
ably lower than that of the year 
before and also below the pessimistic 
forecasts of the beginning of the 
year. On the other hand, however, it 
contrasts with the surpluses of 10 
to 15 billion dollars recorded at the 
beginning of the decade. Even so, 
it is noteworthy how the central 
economies have found it relatively 
easy to finance their current account 
deficits, which created so much 
concern when the rise in oil prices 
was first announced.
This situation has had secondary 

effects which are worth noting, however.

Table 1
LATIN AMERICA:" RECENT EVOLUTION OF THE PRODUCT AND 

THE EXTERNAL SECTOR 

(Percentage variation)

1973 1974 1975

1. Gross domestic product

(at constant prices) 7.2* 7.0* 3.3'

2. Exports of goods (value in millions

of dollars at current prices) 44 68 — 6

3. Unit value of exports 35 65 1

4. Volume of exports 7 2 — 7

5. Imports of goods (value in millions

of dollars at current prices) 31 71 6

6. Unit value of imports 18 40 14

7. Volume of imports 11 23 -7

8. Terms of trade 14 18 — 1 1

9. Purchasing power of exports 22 21 — 17

Source: , on the basis of official statistics,
°23 countries.
*19 countries.
'P relim inary estimate on the basis of data for 13 countries.
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On the one hand, the central economies 
are absorbing external resources on 
the international capital markets, so 
that their needs and demand have come 
to compete with those of the non-oil- 
exporting developing countries. Almost 
simultaneously, tl*ey have restricted their 
transfers of public capital to the develop
ing world and in particular to those 
who form the middle class in that 
world, i.e., the Latin Americans. As 
a result of these external restrictions 
the industrial economies have had to

be much more cautious in their own 
domestic reactivation policies.

In broad lines, such is the present 
picture of the central and Latin American 
economies. Now let us see what reflec
tions are called for by this evolution on 
the international situation if we consider 
it in the light of the figures for 1975 
but look a little further and place the 
phenomena within the framework of 
the trends which have clearly been 
developing in recent years at the 
international level.

Table 2
LATIN AMERICA:0 BALANCE OF PAYMENTS TRENDS 

(Millions o f dollars at current prices)

1973 1974 1975*

1250 2 100 —4 000

-3 765 — 6 610 — 12 470

3 690 3 840 — 390

Source: c tR A l., on the basis of official statistics.
"23 countries.
‘Preliminary estimates.

1. Trade balance

2. Balance on current account

3. Final balance of payments position

2.
Looking beyond the immediate situation: 

the end of an epoch

The various signs which have characteriz
ed 1975 — almost all of them negative—  
signify something deeper and more 
serious than the cyclical pauses or 
setbacks which have affected the world 
and Latin American economies more 
than once since the war.

This realistic evaluation makes it 
necessary to explore the roots, principal 
manifestations and prospects of the 
situation facing Latin America, both 
at the world and the regional level.

I should like first of all to take up 
the international dimension or more
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specifically, the industrialized market 
economies which form the centre of the 
capitalist economic system.

Recent events have brought out once 
more the decisive or dominant influence 
of what takes place in this nucleus of 
countries, and have confirmed the 
dependent nature of the evolution of 
the periphery. The obvious exception 
of the oil market, which in any case is a 
very new development, does not alter 
in any way this rule of operation of the 
world system.

The central nations therefore bear 
the outstanding and unavoidable 
responsibility in the contemporary 
processes. This is a simple fact: it is not 
an accusation or an excuse, and still 
less is it any kind of renunciation of our 
responsibility to take decisions and 
carry out tasks ourselves. But the world 
we live in was organized in this way by 
separate and successive ruling powers, 
not in their own image and semblance 
but in accordance with their own con
venience. We are very far from thinking 
that ail the great problems of the
periphery derive from this circumstance, 
and still less do we believe, as has
sometimes been suggested, that the 
underdevelopment of some countries 
— the majority—  has been at once 
the cause and the principal effect of 
the progress of the fortunate few. Anyone 
who studies the industrial revolution can 
question this exaggeration. Even so, 
after all the reservations and due
consideration of the matter, the situa
tion of subordination and the unequal 
relations between the centre and the 
periphery remain an evident truth.

On the other hand, it must be frankly 
admitted that anxieties and doubts

about the solidity and durability of 
the system which is now in crisis have 
been coming to the fore for some time 
past in the more enlightened circles 
of the industrialized centres. The
contradictions of the opulent society; 
the precariousness of dynamic growth 
based to a large extent on the excesses 
and waste of the drive to consume; 
denunciation of the myth of mere 
growth for its own sake, the increasing 
anxiety about the degradation of the 
environment and the spoliation of
natural resources and common assets, 
and the emphasis on the “ quality of 
life”, show that the exceptional econo
mic boom of the preceding period did 
not eliminate the capacity for critical 
reflexion.

It is scarcely necessary to stress 
the importance of this, especially in 
the evaluation of future prospects and 
actions. Consequently, in contrast with 
other past situations, there are very 
few today who yearn for or support the 
return or reconstruction of the world 
of yesterday.

If all this is evident and significant 
for the nations which occupy a privileged 
position, then how much more so is it 
for the periphery. The present crisis 
has dispelled the illusion that the 
relatively favourable trends which 
prevailed until a short time ago in the 
world economy were deeply rooted and 
promised steady, uninterrupted expan
sion. Critical reflexion and preparation 
for the world of tomorrow are therefore 
more imperative than ever.

It would be vain to try to make an 
exhaustive examination of the elements 
which have shaped the present situation 
of the industrialized economies and, as
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a result, the trends and features of the 
world panorama. As we have pointed out, 
there is a clear crisis of diagnoses and 
remedial measures. Most economists 
admit that we are in a post-Keynesian 
situation, but we are still very far from 
understanding fully the fundamental 
lines of the new situation, and even 
further from suitable policies to deal 
with it.

What seems beyond doubt and must 
be taken as the starting point for any 
analysis is that we are faced with a crisis 
of a new type which cannot be interpreted 
or solved by taking as our guide the 
examples and practices of the past.

Naturally, many current symptoms 
and factors are also common to other 
equally serious contingencies; economic 
recession, unemployment, acute disequi- 
libria in the balance of payments, con-

The dynamism

First of all, we should bring out those 
aspects which affect the rate and type 
of growth of the central economies.

Here, the combination of the stag
nation of productive activity with 
persistent inflation —  the familiar and 
so often discussed “ stagflation” —  
undoubtedly constitutes the most out
standing factor. This unusual mixture 
of circumstances has a dual impact 
with extremely serious repercussions 
for the developing world.

On the one hand, the developing 
countries must suffer the effects of 
this loss of dynamism on international 
trade and, more specifically, on the 
volume, value and composition of their

traction of international trade, excessive 
inflationary or deflationary swings, etc. 
These are familiar ingredients in the 
history of these situations of change.

The theoretical analyses, regardless 
of whether they come from liberal, 
marxist, classical, neo-classical or hetero
dox sources, provide us with many useful 
and fertile approaches and categories, 
but in various ways and to various extents 
even their most flexible and objective 
approaches show a certain inability to 
capture the substance of the new situ
ation which is arising and to define appro
priate action.

Rather than proposing other hypoth
eses or drawing attention to those which 
seem most valid, we are interested 
above all here in bringing out those 
aspects of the emerging picture which 
most affect the countries of the periphery 
and in particular those of Latin America.

of the centres

own exports. It is reasonable to assume, 
for example, that the developing 
countries will have greater difficulty 
and fewer opportunities for pursuing 
the process of diversification of their 
exports which has been undertaken with 
such promising results in recent years.

On the other hand, the developing 
countries suffer from the effects of 
inflation in the industrialized economies 
through the continuously rising prices 
of the imported equipment and inputs 
which are vitally needed for fuelling 
their development.

While the first element reduces their 
purchasing capacity abroad, the second 
increases the magnitude of the payments
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they must make and consequently show the consequences of this phenome-
increases their financing problems. The enon for Latin America’s external
figures presented in this connexion clearly economic relations.

Uncertainty about the fu ture

From another point of view, there is 
great anxiety as a result of the generaliz
ed uncertainty about the prospects for 
the near future and the way and degree 
in which the progress of the developing 
countries will be affected. There are 
certain contradictory aspects here 
which have to be borne in mind.

On one hand, despite the difficulties 
raised by the increase in the price of 
oil and its very considerable effects 
—  which initially gave rise to alarming 
forecasts —  the truth is that the central 
economies have nevertheless managed 
to avoid sliding towards a state of crisis 
like that of the 1930s. Despite the 
high levels of unemployment and 
economic stagnation, and the reduction 
or reversal of growth rates, it has been 
possible to keep a certain essential 
grip on events. Indeed, it should be 
noted that it has even been possible to 
keep the deficits stemming from the 
increased oil costs at a manageable level,

mainly by absorption of the surpluses 
of the oil-producing countries.

This reality, however, goes hand in 
hand with another to which we already 
referred: i.e., not even the most optimis
tic forecasts assume that there will be 
a return to the rates and types of growth 
of the industrialized countries which 
were recorded in the decade ending in 
1973-1974.

As regards the possible rates of 
expansion, there are various factors 
which appear to contribute to keep 
them low.

One of these is the stubborn persis
tence of inflationary pressures which 
threaten or tend to frustrate the efforts 
made to reactivate the production 
systems. In addition, there is a fear 
in some countries that greater reacti
vation might bring with it a deterioration 
in the already precarious balance-of- 
payments situation.

Our position as a ** competing middle class ”

Another aspect of the emerging pano
rama which has a considerable effect 
on the periphery in general and our 
region in particular is the resurgence 
of protectionist tendencies in the 
industrialized countries and the new 
attitude to Latin America’s position in 
the international community.

Although the international markets 
are more open to the industrial exports 
of developing countries, the signs of 
recession displayed by the central 
economies are cause for concern.

The internal and external crises of 
these economies have led to the closing 
of markets for certain commodities
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(meat is a conspicuous example) and 
have given rise to barriers to exports of 
non-traditional industrial products. Once 
again there is jealousy over competition 
or internal pressures endangering the 
achievements —  which we believed had 
been firmly established —  in the field of 
international co-operation for which we 
had worked so long.

A point which has even greater 
implications for the future is the grow
ing tendency to consider Latin America 
as the “middle class” of the inter
national community.

In a world which is going through a 
difficult economic situation, the ma 
chinery for the transfer of resources 
diminishes in its scope and is oriented 
preferentially towards the countries of 
least relative economic development, thus 
ruling out almost completely the countries 
of Latin America. This is not to criticize 
the measure as such, but in the absence 
of corresponding measures to take care 
of countries like ours which are in an 
intermediate stage of development. Latin 
America must fall back on its own

capacity for tapping resources on inter
national financi al markets rather than 
on sporadic grants and transfers.

There are other elements, however, 
which are just as important as those 
referred to, such as the levels of unemploy
ment which seem to be coming close to 
the maximum acceptable social and 
political limits or even to have exceeded 
them, according to the data in the recent 
ILO report mentioned above.

It will be readily understood that 
this state of affairs not only affects 
domestic political relationships, but also 
has obvious international implications. 
Greater energy and more concerted 
measures in reactivation policies would 
therefore be desirable and the most 
recent meetings of the highest authorities 
of the central countries are witness to 
this. However, the majority of forecasts 
foresee only a modest recovery in the 
coming years, and there are many who 
add that this recovery will not be of a 
stable nature and will be marked by 
continuous bouts of inflation.

The quality of growth o f the central countries

Other important queries for the countries 
on the periphery stem from criticisms 
of the development model of the industri
alized economies or concern the stages 
which are discernible in their future.

The increasingly widespread criti
cisms of what has been called the myth 
of development at any price may reduce 
the global dynamism of the system. The 
emphasis being placed on the quality 
of life, defence of the environment, 
protection of natural resources and

common assets, greater equity in the 
distribution of well-being and other 
objectives which are beginning to form 
the new development ideology of the 
present time can and must involve 
significant changes in the patterns of 
demand and assignment of resources.

The course of this process is still 
uncertain, and its repercussions on the 
periphery are even more so. We should 
nevertheless think deeply about it and 
strive to adapt ourselves flexibly and
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imaginatively to the new structures of international division of labour will
and arrangements which a new pattern tend to establish for some countries.

2. The Latin American panorama  

The new Latin America

Latin America is in a position to meet 
the challenge represented by this change 
in international conditions. The fact 
is that the existence of urgent social 
problems and the flood of critical com 
ment on various serious weaknesses in 
the development of the region have 
sometimes caused us to overlook the 
great positive changes which have taken 
place in the period we are now leaving 
behind us.

Thus, even if we accept all the 
legitimate reservations and criticisms 
made, there is nevertheless an impressive 
positive balance as regards the changes 
which have taken place in the dimensions 
and structure of the Latin American 
economy. As was pointed out in a 
recent CEPAL publication1, in 1950 
the total product of the region (in 1970 
dollars) amounted to some 60 billion 
dollars. In 1974 it had increased to 
220 billion dollars, i.e., almost four 
times the size of the regional economy 
in 1950. If the recent rate of Latin 
American development is maintained 
for the next decade, the region’s 
productive system will grow to twice its 
present size and about seven and a half 
times its size in 1950, i.e., about as 
big as the economy of the European 
Economic Community in 1960.

1 Latin America: the new regional and 
world setting, Cuadernos de la c e p a l  series, N° 1, 
Santiago, Chile, 1975.

According to the same source, in 
1950, the manufacturing product was 
around 11 billion dollars, but in 1974 it 
was almost five times greater, and its 
share in the total product rose from 
18 per cent to 24 per cent between those 
years. Finally, in 1950, industrial 
exports represented 6 per cent of total 
exports and were limited to a few 
specialized products, while in 1974 they 
accounted for 18 per cent of foreign 
exchange income and covered a wide 
range of manufactures.

Of course, this overall view takes no 
account of some very appreciable 
national differences. Although the 
bigger countries account for the lion’s 
share, except in a very few cases the 
winds of change have been felt through
out the region.

Moreover, this overall conception 
of Latin America —  of this other Latin 
America —  corresponds to a reality 
and a necessity.

It corresponds to a reality, because 
despite all the disappointments, doubts 
and limitations encountered in the 
process of regional integration, the 
political, institutional, cultural and 
economic conditions have unquestion
ably evolved towards a greater degree 
of association and not towards greater 
dispersion than existed 25 years ago. 
And this has been so in spite of the 
fact that the differences between coun
tries and groups of countries have become
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more accentuated. The great diversity 
or plurality has thus not been an obstacle 
to this great historic progress.

It also corresponds to a necessity, 
because in this world of superpowers

and powerful regional conglomerates, 
the new dimensions, structure and links 
which characterize our region are an 
essential condition for increasing its 
bargaining power and strengthening 
and expanding its development potential.

The impulses and pressures affecting Latin American development

Before assembling some ideas on the 
challenges posed by the present inter
national situation and prospects, it is 
worth identifying the influences or forces 
which are behind those changes, in order 
subsequently to set about an analysis 
of the adjustments or changes which 
appear to be called for by the panorama 
which is opening up before our eyes.

In the past, the dynamics of Latin 
American development have depended 
fundamentally on a set of impulses and 
pressures whose main components have 
been domestic demand, foreign trade 
and the regional market. As a back
ground to all this, there have been 
the changes in the level and distribution 
of income: an aspect to which I shall refer 
later.

The elements in question have operat
ed and combined in very different ways 
in the course of a process whose various 
stages can be classified in accordance 
with some well-known categories identi
fied in the “ CEPAL philosophy”.

Little reference need be made to 
the phase which we may call “outward- 
looking growth”, which extends for 
most of Latin America up to the great 
crisis and in which the external demand 
for primary commodities constitutes the 
main (and often the only) factor of 
dynamism.

Various phases may be distinguished 
in the period which began with this point. 
Following the still-valid criteria of an 
CEPAL study made ten years ago2, 
these phases are as follows:

The first phase, which extended up 
to the early post-war years, was one of 
absolute foreign trade restrictions which 
exerted pressure (particularly in the 
countries of greatest relative diversifi
cation and sufficient size of market) 
towards industrialization. Such industri
alization assumed a directly substitutive 
nature as a result of the pre-existing 
demand and the social composition of 
the economy.

The second phase, which was one of 
relative restrictions, extended from 
the end of the 1940s up to the middle of 
the 1950s. In the course of it, the 
external circumstances improved and 
were combined with the continuation and 
diversification of the efforts to indus
trialize in much of the region. The end 
of the Korean war put an abrupt stop to 
this phase, although it carried on a 
little longer in some countries such as 
Brazil.

2CEPAL, “The growth and decline of 
import substitution in Brazil”, Economic 
Bulletin fo r  Latin America, Santiago, Chile, 
Vol. IX, N° 1, March 1964, pages 1-62.
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The third phase lasted up to approxi
mately the beginning of the second 
half of the 1960s. In this phase, the 
relative restriction of the external sector 
got worse and the problems of the balance 
of payments and of indebtedness became 
more serious. At the same time, the 
internal impulse for industrialization 
diminished, partly because of the 
limitations on the capacity to import, 
but mainly because of the obstacles 
encountered in the advance towards 
new fields of manufacturing, where 
market size became a decisive element. 
Only Brazil, and to a lesser extent 
Argentina and Mexico, succeeded in 
crossing this frontier and keeping up 
the dynamism in industrialization. In 
other words, in this phase the dominant 
themes are stagnation and balance- 
of-payments fluctuations. It is important 
to note, however, that this phase saw 
the crystallization of the first regional 
integration projects, which were due 
largely to the search for other elements 
which could impel development and 
which in some areas, such as Central 
America, represented a decisive step 
towards initiating the industrial trans
formation process.

The fourth and last phase coincides 
almost exactly with the last ten years, 
culminating in the years 1973-1974 
and running into crisis between 1974 
and 1975. This, as we have termed it in 
CEPAL, is the period of “ international
ization” of the Latin American economy 
and in particular of the economies of 
the countries of greatest relative 
development of the region.

Thus, it is mainly exogenous el- 
ments which have impelled and guided 
the growing development. This has

been due to a combination of a vigorous 
demand for primary commodities; a 
marked improvement in the terms of 
trade between 1971 and 1973; the increas
ing and dominant participation of trans
national enterprises, especially in sectors 
involving greater diversification of the 
industrial spectrum; the circulation of 
big financial flows which have taken 
various forms; and finally participation 
in increased exports of manufactures, 
which have come to play an important 
role in the expansion of some activities.

On the other hand, of course, the 
impulses coming from the domestic 
market and regional demand also 
increased, although at a slower rate. It 
should be borne in mind that Latin 
America absorbed almost one-third 
(32.8 per cent) of its own exports of 
industrial products in 1970-1974, and 
the value of these exports rose from 
some 850 million dollars in 1970 to 
almost 2.3 billion dollars in the latter 
year.

If we take account only of the external 
factors, then it could well be maintained 
that the phase which is now coming to 
an end was equivalent to a new and 
more complex version of the “outward- 
looking growth”, although it would 
be truer to say that it was both towards 
the exterior and from the exterior. If 
we consider the other elements, however, 
we see that this characteristic was 
combined with “ inward-looking” impul
ses not only in the individual economies, 
but also in the regional sphere. We are 
therefore dealing with a broader and many- 
faceted form in which the relative weight 
of the various dynamic elements identifi
ed has been considerably changed.
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The relations between industrialization and foreign trade

Before examining some primary causes 
of the crisis of this model I think it 
would be useful to review this experience 
in the light of the various CEPAL ap
proaches which have given rise to much 
discussion and some misunderstandings, 
and particularly the relations between 
industrialization (or, if it is preferred, 
substitution industrialization) and foreign 
trade.

The above review of the outstanding 
phases of Latin American development 
enables us to see that the greater or 
lesser openness of the process of 
industrial diversification depends to a 
very large extent on the circumstances 
created by the international economy 
and, more specifically, by the central 
countries. This does not mean that we 
are overlooking the significant advances 
made in the handling of short-term 
policies, the administration of relative 
prices and especially exchange rates, 
the promotion of exports, and the 
enterprising spirit of a small sector of 
national businessmen, or overlooking 
the role played in this opening of the 
industrialization process by the trans
national enterprises. One way or 
another, however, it is the behaviour of 
the international economy which has 
facilitated and sometimes even made 
possible the crystallization and consoli
dation of all these efforts. Substitution 
industrialization, even in its “closed” 
phases, constituted a necessary and 
vital precondition for the subsequent 
opening.

There can be no doubt that at the 
beginning of the process not enough 
consideration was given to the opportu

nities for exporting manufactures in 
the future, nor was this element given its 
proper value in the assignment of 
resources or the selection of activities. 
Several critics have gone into this 
matter at length and have concluded 
that the promoters of substitution 
industrialization had autarkic leanings.

This is not so, however. The truth is 
that these concerns were outside the 
historical and objective framework 
within which the problem was posed, 
what was really in question at the time 
being the very purpose of industrial
ization.

From this point of view, it seems 
strange or paradoxical that these 
criticisms sometimes came precisely 
from those who had little faith in the 
viability or desirability of this central 
purpose or else were actually opposed 
to it.

Thus, if some were guilty of pessimism  
or of underestimating the need for 
opening up industrialization efforts to 
the exterior, there can be no doubt that 
others were guilty of scepticism about 
the very need for industrialization.

As the United States economist 
Stefan H. Robock noted some little 
time ago, often a false dichotomy is 
created between industrialization through 
import substitution and industrialization 
through export industries3. In reality,

Stefan H. Robock, “Una dicotomía 
falsa: industrialización a través de la sustitu
ción de importaciones o mediante industrias 
de exportación”, El trimestre económico, 
Vol. X X X IX  (3), N° 155, Mexico City, July- 
September 1973.
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however, the industrialization process is 
not divided up in this way: substitution 
industrialization can and must be inte
grated into the process of opening up to 
the exterior, and this is what has been tak
ing place recently in Latin America.

In reality, despite its setbacks and 
even distortions, the regional experience 
corresponds closely to that of countries 
which became industrialized at a late 
date: those which achieved this when 
the centre-periphery system based on 
the classic nineteenth century scheme 
of the international division of labour 
had already emerged. Robock had 
the following to say about the industrial 
experience of a certain country:

“For example, this country first 
of all imported manufactured goods

from more highly developed countries, 
then began to produce its own substi
tutes, and finally built itself up into 
an exporter of the same products. To 
begin with, the exports.. .  of manufac
tured products tended to go to less 
developed countries.. .  but later it 
became able to export to industrially 
more advanced countries in proportion 
as its labour force gained skills through 
experience, the quality of its products 
improved, and the commercial skill of 
its businessmen became more sophisti
cated”4.

Stefan Robock was not referring to 
any of the most industrialized Latin 
American economies, however, but to 
the case of Japan.

The present style of development at the crossroads

What we must discuss now are the apparent 
primary causes of this crisis.

Only a brief and tentative approxi
mation in this respect is possible for the 
time being.

To start with, there is no need to 
reiterate that the decisive element in 
this state of affairs has been the abrupt 
change in the external situation; but 
attention should be paid, however, to a 
less obvious aspect connected with one 
faeet of the “growth structure” in 
the recent period: i.e., the relationship 
between overall development and the 
external sector.

With regard to this matter of cardinal 
importance, a CEPAL study stated 
that “up to 1965, the average growth 
of imports was 0.4 times that of the 
product”; i.e., if the annual growth of

the product was 6 per cent, the corres
ponding increase in imports was 2.4 
per cent. From 1965 up to 1973, however, 
“the ratio between the two types of 
growth rose to an average of 1.3” ; so 
that the same annual rate of increase 
of 6 per cent in the product now gave an 
increase of 7.8 per cent in imports5.

Going more deeply into the same 
point, the study indicates a further 
factor which aggravates the situation: 
the coefficient of elasticity of total

4See Stefan H. Robock, op. cit., pp. 524 
and 525.

5See c e p a l ,  Integración económica y  
sustitución de importaciones en América L a 
tina, by Juan Ayza, Gérard Fichet and Norberto 
González, Fondo de Cultura Económica,
Mexico City, 1975, p. 52.
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imports with respect to the product
increases in relation to the growth rate.
This means that not only is the coefficient
of elasticity greater than unity and
therefore imports tend to grow more
rapidly than the product, but this
situation gets worse in proportion as
the growth rate increases, since the
coefficient of elasticity itself also 

6increases .
As we can see, then, the last phase of 

Latin American development was 
marked by a contradiction which was 
either latent or else exerted great 
influence in the evolution of recent 
decades and has been a standing concern 
of CEPAL, namely, the more or less 
pronounced imbalance between the 
demand for imports generated by 
and characteristic of the structure of 
a particular type of growth and the 
capacity of that same structure to gene
rate sufficient foreign exchange to pay 
for imports of goods and the rapidly 
increasing financial services of various 
types.

Looking at this problem from 
another angle, it could be suggested 
that the opening towards the exterior or 
the “internationalization” of the Latin 
American economy went beyond the 
limits permitted by its place in the 
international division of labour, despite 
the obvious progress made in such 
significant aspects as the export of 
manufactures.

Of course it is also legitimate to 
argue that it is not this process of 
opening which has made our economies 
more vulnerable, but rather the drastic 
changes which have taken place in the 
international situation.

In view of the difficulty of giving a 
decisive judgment on the matter it can 
only be said that the existence of both 
these circumstances makes it necessary 
to give more attention in future to the 
vulnerabil ity of development schemes 
to the structure of their external 
relationships.

3.
Future Tasks and Prospects

The prospects for the immediate future, 
both at the world and regional levels, 
suggest that Latin America will have to 
act on various fronts simultaneously:
■  Coping pragmatically with the 

period of transition;
■  Setting about the rearrangement of 

the forces which have kept up the

6Ibid., chapter n.

process of economic growth in recent 
years;

■  Exploring and developing new 
potential forces through renewed 
machinery for co-operation between 
the countries of the area;

■  Acting with unity and initiative in 
the shaping of the new international 
economic order.
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1. The period o f transition

This rearrangement is faced with an 
obstacle created by the difficulties of the 
present period of transition, arising from 
the balance-of-payments disequilibria of 
the vast majority of the countries of 
the region.

It could not reasonably be hoped 
that the adverse effects of an economic 
recession as acute as that which is 
affecting the central countries could 
fail to have palpable effects on the rate 
of growth of Latin America. The 
fundamental problem, as always, is 
that of relative levels. We must try to 
determine how far it is possible to 
minimize these effects so as to keep 
their influence on the rate of employment 
and domestic activity within politically 
and socially acceptable levels.

The recent economic experience of 
the non-oil-exporting countries has 
clearly shown that all governments have 
been obliged to face up to the need to 
make serious internal adjustments in 
their economies in order to absorb the 
impact of the international situation, 
and in particular the impact of the high 
oil prices, international inflation and 
changes in external trade.

The various individual countries face 
similar problems but are in very different 
situations as regards dealing with them, 
either because of the different structures 
of their foreign trade, their particular 
endowments of natural resources, or 
the range of economic policy instruments 
which they have at their disposal.

Generally speaking, however, they 
all must make choices, which are not 
always compatible, between a high rate 
of growth of the product, an acceptable

trade deficit, an economically and 
politically acceptable level of indebted
ness, and a low rate of inflation. The 
selection of certain objectives naturally 
clashes with other objectives. It is 
possible to maintain a high rate of 
growth of the product by sacrificing 
objectives in the field of prices, but 
this will undoubtedly clash with 
objectives related to the trade deficit 
and external indebtedness, and so forth.

There are no universal solutions. The 
countries will have to continue operating 
within the margins of pragmatic choices. 
In order to do this, they can now draw on 
much richer and more flexible experience 
in the handling of economic policy 
instruments such as exchange rates, tax 
and tariff machinery, monetary policies, 
and possibilities of access to inter
national financial markets.

This has made it possible to surmount 
the serious difficulties of 1975 at a 
cost much lower than that at first 
estimated. The same thing will have 
to be done in the next few months, while 
waiting for the recovery of the markets 
or the reaction of the various elements 
of the international machinery, which, 
it may be noted in passing, have shown 
themselves to be equally dynamic and 
imaginative.

Conscious of the acute balance-of- 
payments problem which faces all the 
countries alike, the CEPAL secretariat 
suggested at the sixteenth session of 
the Commission7 the possibility that 
the region might try its own formula of 
collective financial security with the

7Port of Spain, 6 to 14 May 1975.
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backing of the central countries with 
which Latin America has trade relations.

This move, the study of which was 
approved by governments and is now 
taking place at the level of the central 
banks of Latin America, had a dual 
purpose. Its primary purpose was 
to draw attention to the special balance- 
of-payments position of the region in 
the present economic situation with a 
view to a new effort for collective regional 
co-operation in the financial field. Its 
second purpose was to introduce this

initiative into the international dialogue 
in view of the interest in sustaining the 
rate of imports of the countries of the 
region during the present crisis period 
for the sake not only of Latin America 
but also of the central exporting countries.

Even if the discussion of this subject 
serves only to draw attention to the 
special balance-of-payments problems 
of the region and to induce the industrial
ized countries to give them consideration, 
it will have carried out a by no means 
negligible role.

2. The rearrangement o f  the forces which have sustained the 
process o f economic growth in the p a st

In view of the foregoing, the future 
prospects for the economic growth of 
the region will depend largely on the 
rearrangement of the forces which 
have sustained such growth in the 
recent past. This is not only an urgent 
need in the present circumstances but 
also a great opportunity for the whole 
region and in particular for the countries 
of higher development.

In sum, the problem is basically 
that of giving new dimensions to the 
role of the domestic market without 
reducing the dynamism of exports to 
the rest of the world and in particular to 
the Latin American region.

The relative weight of each of these 
forces —  i.e., the domestic market 
and the external market —  is consider
ably influenced by the size of the 
national economy. Thus, for the 
countries of less relative development 
the ratio of their domestic market to 
the capacity for external expansion, 
particularly as regards exports to the

other countries of the region, will 
continue to be greater than in the case 
of the more developed economies.

For this reason, it is necessary to 
reassert the conviction that in the 
phase which is just beginning now there 
will be a considerable increase in the 
significance of the Latin American 
market, and ultimately of the integration 
process. As was stressed in a document 
mentioned earlier8:

“The possibilities and viability of 
this objective are clear, in view of 
the large size and greater diversifi
cation of the Latin American economic 
spectrum. Although in the mid- 
1950s —  when the integration
projects were launched —  the 
productive structures perhaps lagg 
ed behind the possibilities opened 
up, the present situation is quite 
different, and the actual facilities

8See Latin America: the new regional 
and world setting, op. cit.
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are fully in keeping with these
objectives”.
Some figures about the Latin 

American trade in manufactures were 
given above. The example of Brazil is 
particularly interesting in this respect, 
since between 1970 and 1974 its 
industrial exports to the region increas
ed from some 221 million dollars to 
almost 780 million, and on average, 
during this five-year period, Latin 
America’s share came to a little 
under 30 per cent.

In the CEPAL study on the possibi
lities of the efficient substitution of 
imports at the regional level to which 
reference has been made9, emphasis 
was placed on the volume of imports 
needed to supply the region with 
chemicals and capital goods.

In the period 1972-1973, these two 
items represented 68 per cent of the 
total imports of the region and had a 
value of approximately 16 billion dol
lars. Projections for 1985 indicate that 
Latin America’s imports of machinery 
and equipment alone could come to 
around 24 billion dollars in that year. 
This represents a potential market for 
which substitution processes of inter
national-level efficiency and competiti
veness could be carried out; moreover, 
there are grounds for hoping to go 
beyond the regional market to the world 
market.

The new combination of forces in 
the development process and the 
greater relative importance of the 
domestic market point the way to other 
forms of insertion of the Latin American 
region in the international distribution

9See Juan Ayza et at., op. cit., p. 33.

of labour. The force represented by 
the domestic market, together with 
the external expansion of the economies, 
does not aim as in the past at autarchy 
or at reducing the volume of imports. 
Imports must continue to increase in 
keeping with the rate of growth of 
the product. The real objective is to 
change the structure of imports and 
exports in order to make the growth 
process less vulnerable to the fluctu
ations of the international situation.

Nor are we thinking of a new inter
national division of labour in which 
Latin America would enter the 
international scheme along the lines 
of Hong Kong or Taiwan.

The region has reached a degree 
of technological maturity and develop
ment of the productive processes 
which enable it to aspire to extend 
its exports to cover not only products 
with a high content of labour, whose 
cost can compete advantageously at 
the international level, but also to 
new products with a high technological 
content.

In this connexion, and to sum up 
this matter, I should like to recall 
some remarks by the famous economist 
Hollis B. Chenery:

“Any serious attempt to increase 
the international division of 
labour in manufacturing through 
external trade must adopt a more 
dynamic and longer-term viewpoint 
than that of the present comparative 
advantages if the developed coun
tries are not to be accused of a new 
wave of neocolonialism. While 
concentration on labour-intensive 
products may be the only way by 
which a developing country can
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enter the export market, the profits 
made as income rises should be 
invested in modifying the structure 
of exports. In the long term, the 
industries in which technological 
progress and its future growth are 
most rapid need to be widely 
distributed among all countries, 
developed or not, parallel with 
new lines of comparative advantage 
—  just as they are at present dis 
tributed among the developed 
countries.
Some recent experiences by the

Latin American countries in the field 
of non-traditional exports are instructive 
as regards the type of very complex 
exports which the region may manage 
to include.

To sum up, what Latin America 
should do is to pursue sustained 
individual development at the national 
and regional level, increasing its ef
ficiency and scale of operations and 
projecting itself vigorously towards the 
rest of the world so as to establish and 
take advantage of a new system of inter
national division of labour.

3. New form s o f regional co-operation

The role assigned to the regional 
potential described above will call for 
the revision of some existing mechan
isms.

My intention is not to add another 
voice to those lamenting the stagnation 
of the present integration processes 
and in particular that of the Latin 
American Free Trade Association; 
but rather to consider that an epoch 
has come to an end and that it is now 
necessary to begin a new one, learning 
from past experience but never losing 
sight of the final objective.

This new stage cannot do without 
some integration mechanisms in order 
to establish a certain minimum frame
work of stimuli and discipline in the 
relations between the countries, with

10Hollis B. Chenery and Helen 
Hughes, “La división internacional de la 
fuerza de trabajo: el ejemplo en la industria” , 
El Trimestre Económico, Vol. xxxix (3), 
N° 155, Mexico City, July-September 1972, 
p. 444.

a view to laying the basis for an organi
zed and expanded market; but it must 
not be limited exclusively to such 
mechanisms.

The wide range of bilateral agree
ments, bi-national or multinational inter
enterprise mechanisms, measures for 
strengthening physical unions between 
countries and great projects for joint 
execution continue to gain ground.

The emergence of new regional 
potentials is bound to call for novel 
and imaginative forms which can only 
come to fruition through a process of 
inner political conviction, which will 
have to be of great flexibility in order 
to carry out the necessary concrete 
action.

What has been achieved in regional 
interchange, although still insufficient, 
comes in addition to advances which 
may give rise to the joint exploitation of 
natural resources or the execution of 
great industrial projects.

It therefore seems that in order to
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overcome the present cases of stagnation gain and at what cost. Without this it
we must take a long-term view, begin- wj]| undoubtedly be very difficult to
ning by clearly demonstrating to all
the parties the net benefits offered by mobilize public opinion or gain politi-
their efforts, i.e., how much they can cal support.

4. The nature o f the new international economic order

The critical international economic situ
ation, and the clear perception of the 
interrelations between all the aspects 
in crisis and of the interdependence of 
nations have led to an unprecedented 
world “negotiation explosion”.

This “negotiation explosion”, though 
sometimes apparently operating in rather 
a dispersed manner, has been accompani
ed by the historic recognition of the 
growing significance of the Third World 
and the need for a North-South dialogue 
in order to reach valid agreements. The 
promising results of the seventh special 
session of the United Nations General 
Assembly and the results expected from 
the Paris dialogue open up new prospects.

The stage which has now been 
initiated will inevitably be long and 
difficult. The construction of new 
institutions on the remains of the now 
out-dated Bretton Woods agreements, 
which fixed the rules for the world 
capitalist economy for the last quarter 
of the century, has become much more 
complicated. The economic aspects of 
international relations have been 
diversified through new facets which 
derive from the calling into question 
of the growth model and the life style 
of the central economies and have 
concluded with the recognition that 
there is a new world, with new centres 
and new powers, both for the traditional

big central countries and for the 
peripheral economies.

In this connexion, some final re
marks should be made.

Above all, there is a Vital need to 
achieve Latin American unity and find 
suitable formulas that take account of 
Latin America’s particular position in 
the new international distribution of 
labour which is desired and in the 
definition of the new rules of inter
national life.

Latin American unity and the 
solidarity of the region with the rest of 
the Third World should go beyond the 
natural interest of the developing 
countries to act together when dealing 
with manifestly unequal power blocs.

Although this alone would fully 
justify this enterprise, there is another 
consideration also: namely, that the 
region, acting as a united whole, 
should deal with the special problems 
raised by the fact that it has been turned 
into the “middle class of the modern 
world”, thus systematically excluding 
it from the emergency mechanisms set 
up recently by the international com
munity.

This does not mean competing for 
resources with regions of the world 
which are obviously more backward. 
What it does mean, however, is that 
there should be corresponding specific 
solutions for the problems of the region
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at any given time, particularly in 
relation to international trade or the 
transfer of financial resources.

A problem which affects this region 
very specially is that of the prices of 
basic commodities, which continue to 
be the backbone of Latin America’s 
external trade, so that every effort 
must be made to organize the markets 
for them properly. Latin America is 
also concerned, however, about the 
access of its industrial products to 
markets and the terms on which 
technology is transferred, since both 
of these are aspects of fundamental 
importance for the present stage of the 
region’s economic development.

The effort must be continued to 
ensure that the countries comply with 
the commitments undertaken in the 
United Nations as regards the transfer 
of resources and that stable agreement 
is reached on the international monetary 
system. At the same time, however, 
there must be an effort to ensure that 
the capital markets are opened up 
and access to them is facilitated so 
that new external savings can be 
absorbed by these means on normal 
market conditions and in competition 
with the developed countries. The 
forthcoming stages in the negotiations 
will be decisive in this field.

It is very important that the develop
ing countries, suitably organized, should 
give certain subjects special priority. 
The excessive number of meetings and 
topics could result in priority being 
given to all topics, which is the same 
thing as not giving priority to any of 
them.

Primary commodities, the function
ing of markets and the transfer of

resources are topics of undoubted 
importance for Latin America, and the 
organization of the region in this sphere 
is therefore urgent and should not 
be put off.

CEPAL has repeated on more than 
one occasion that Latin America now 
constitutes a purchasing and selling 
force of no mean importance, both for 
increasing international trade as a 
whole and for the central countries 
themselves. It should therefore be 
fully aware of its bargaining power 
when discussing international relations.

For the United States, exports of 
capital goods, consumer durables and 
chemicals to Latin America amount to 
three times that country’s exports to 
the Japanese market and almost equal 
its exports to the European Economic 
Community.

As far as the European Economic 
Community is concerned, its sales of 
the same products to Latin America are 
equivalent to three-quarters of its 
sales to the United States market and 
four times its exports to the Japanese 
market. In 1973 the total exports of 
those three types of products from 
the United States, the European 
Economic Community and Japan to 
Latin America came to 11 billion dollars.

The bargaining power of the region 
is not easy to organize, but it does exist 
and provides a basis for a new approach 
based on mutual interest rather than 
mere concessional treatment.

It is in this new commercial spirit 
that the dialogue between Latin 
America and the other regions must 
be carried on, so as to put the region’s 
international relations on a new foot
ing.
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5. A further consideration

As is well known, however, the problem 
which Latin America is facing does 
not consist solely of reactivating and 
rearranging the set of forces behind 
the region’s growth. To deal with only 
this question would give good grounds 
for the accusation of an “economistic” 
or “developmental” distortion of the 
matter.

In reality, concern about this uncer
tain transitional period between the world 
of yesterday and that of tomorrow must 
be combined with the concern which has 
been growing in recent years in all our 
countries regarding the social projec
tions or incidence of the modes of develop
ment which prevail in Latin America.

In other words, it is necessary not 
only to find means of reactivating 
growth but also of ensuring that the 
fruits of such growth are distributed 
more equitably. There are few people 
today who still feel that there is any 
kind of absolute or transitory conflict 
between the two. On the contrary, 
there is a growing world-wide consensus 
that they must be complementary and 
must back each other up.

It is worth recalling a few remarks 
made a little while ago11 :

“Of the increase of 100 dollars 
in the average per capita income
[ in Latin America I during the 1960s, 
only two dollars reached the poorest 
twenty per cent of the population. 
This is clear enough proof that we 
cannot be proud about what has 
been happening in the distribution of 
the benefits of progress. Today there 
are rather more than 300 million 
Latin Americans. Of that number, 
about 100 million live in extreme 
poverty, and of these, some 65 million 
are in rural areas, cut off from 
markets and lacking even the minimal 
culture which would enable them to 
glimpse the possibilities of a different 
way of life from that which they 
have followed for generations”.
This, then, is the dual economic and 

social challenge facing the region. 
CEPAL , faithful to the principles set 
forth in the United Nations Charter 
and to the humanistic tradition, has 
never forgotten that the economy
must be placed at the service of mankind 
and of society, and not vice-versa.

“ See Latin America: the new regional 
and world setting, op. cit.
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Styles of 
development in 
Latin America
Aníbal Pinto*

The discussion of styles of development 
has been complicated by the improper use 
of this and other associated terms. In 
order to avoid misunderstandings, this 
article starts by examining the concepts 
of system and structure and on this basis, 
goes on to define a style of development 
as “the way in which human and material 
resources are organized and assigned 
within a particular system with the object 
of solving such questions as what goods 
and services to produce; how; and for 
whom”. More specifically, it notes two 
sets of features of such styles: (a) those 
which make up the structural basis of the 
production apparatus, especially the sec
toral structure of the product and employ
ment, the various technological strata, and 
the predominant type of external relation
ship, and (b) the dynamic elements of the 
system, which are revealed by analysing 
the level and composition of demand and its 
underlying basic factors, namely the level 
and distribution of income. These two sets 
of features are closely linked by a circle 
of mutual cause and effect.

The article does not limit itself to a 
conceptual explanation: on the basis of 
statistical data it also describes the pre
vailing economic styles in Latin America, 
the fundamental problems which beset them, 
and the possible options for solving these.

’ Director, Economic Development Division, 
C E P A L .

General concepts

In view of the growing interest in “styles 
of development” and the discussions that 
have arisen about them, there is some 
danger that old discussions and problems 
may be revived under new slogans, adding 
little of substance and perhaps even 
accentuating misunderstandings or serv 
ing as the basis for sterile exercises.

Accepting the foregoing and tak
ing it as a useful warning should not he 
carried to the extreme of disparaging 
the whole subject and the efforts that 
have long been made to elucidate it, 
however. It is a well-known fact that 
important changes in meaning and 
approach usually begin with what seem 
to be or are considered as purely formal 
or semantic modifications. A case in 
point is the transition from the concept 
of growth to that of development, where 
the conceptual difference between 
them took time to crystallize. The 
concept of development has since been 
the subject of continual re-interpretations,

'in  writing this article the studies by 
Marshall Wolfe and Jorge Graciarena which 
appear in this same publication were also taken 
into account. While it is obviously necessary 
to integrate the various approaches and to forge 
ahead along those lines, it also seems certain that 
it would be useful to have some division of labour 
in this effort, at least at the present stage of the 
discussion. Accordingly, this article deals 
mainly with economic approaches, and there 
is therefore no room for disparaging references 
to economism (however broad) or to the socio 
logism or politicism of other approaches.

The information on which this article is 
based was prepared with painstaking care, but 
also with imagination, by the economist Santiago 
Jadue, of the c e p a l  Economic Development 
Division.

1
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which have still not jelled into a new 
term that adequately expresses them. 
The only expressions which have so 
far come into general usage are an 
extension (“social” or “ integrated” 
development) and a caricature (“develop- 
mentalism”) which give little more than 
the restricted or insufficient concept 
of growth, with some additional critical 
considerations on dependence and long
term prospects2.

Be that as it may, the fact is that the 
term “style” is used in very different 
ways and this leads to confusion.

Before attempting or recalling any 
definition, it would seem best to place 
the subject within a specific historical 
context.

Let us first of all investigate the 
origins-which, incidentally, are relatively 
receni —  of the interest shown in this 
matter. It is common knowledge that 
the discussion stems from widely differ
ing sources.

In the first place, it derives from the 
growing dissatisfaction with the quality 
of life and the deterioration of the 
environment in the industrialized or 
post-industrial societies. The extensive 
and varied literature existing on the 
subject renders any digression in this 
respect unnecessary.

Secondly, the same and other 
arguments are reproduced to a lesser 
but definitely growing degree in the 
semi-industrialized economies (in Latin

aIt is worth noting that although devel- 
opmentalism became the facile and favourite 
target of many authors, few took the trouble to 
investigate and explain its meaning. A cons
picuous exception is Luciano Martins in Indus
trialização e desenvolvimento, Editora Saga, 
Rio de Jai ñero, 1967.

America, for example), which are just 
becoming aware of the problems involved 
in continuing their progress towards 
the point reached by the advanced 
countries, and are beginning to suffer 
the effects of this process3.

Criticism is also prevalent in many 
countries (mainly in Asia and Africa) 
which have not reached the threshold 
of the industrial society and in some 
cases are still far from doing so. Here, 
the discontent is fed by a combination of 
fairly explicit and rationalized elements, 
such as the discouraging view of the 
Western industrialized model, the idea 
that this pattern threatens or is antagon
istic to deep-rooted cultural values 
which are worth preserving, and the 
awareness that the rejected scheme is 
neither feasible nor capable of solving 
their cardinal problems.

In other words, concern about the 
“style of development” is shown by 
those who are sick and tired of the 
“affluent society”, those who —  while 
half way to reaching that state —  criticize 
the presumed desirability of that goal 
and, lastly, those who have no desire to 
reproduce the rejected model or have 
little or no chance of doing so.

The first comment that may be 
made on this state of affairs is that it 
represents a complete change of view 
compared with past habits. Generally 
speaking, as an international economy 
and society was gradually coming into

3The word “advanced” is not used in 
any ironic sense here, since the industrialized 
economies are undoubtedly advanced in terms 
of the development perspective guiding them 
and of the objective fact that they have achieved 
a high degree of “ freedom from want” (actual 
or potential).
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being, the prevailing criterion was that 
the patterns of evolution and progress 
for all nations should be those established 
by the more advanced and dominant 
communities, which, in the words of the 
Communist Manifesto, tended to trans
form the world in their own semblance 
and image4.

Now, however, the discouragement 
and pessimism of some is matched by 
the hostility and resentment of others, 
despite the irrefutable fact that the 
international economy and the econ
omies of the industrialized capitalist
countries in particular have lived through 
a quarter century of uninterrupted and 
exceptional material growth.

In other words, criticisms of the 
prevailing style are emerging and
spreading in circumstances notably
different from those existing at the time 
of the eclipse or decline of other great

4In the introduction to the document en
titled “Technical progress and socio-economic 
development in Latin America: General
analysis and recommendations for a technologi
cal policy” ( S t/c e p a l/c .5 3 / l .2 ,  Novem
ber 1974), this question was referred to in the 
following terms: “ It is common knowledge that 
two main currents which appeared and prevailed 
in the nineteenth century and which still reflect 
rival views today — what we could call the liberal 
and the marxist currents — shared the convic
tion that industrial capitalism would spread 
urbi et orbi, replicating in outline the central 
economies. Naturally, both outlooks differed 
greatly with respect to the social costs of transfor
mation and its later aims, but both and it is worth 
repeating, looked to the revolution of produc
tion forms and means — in fact, technical progress 
— to open the way to finding solutions to the 
material, institutional, and cultural impediments 
which bog down the precapitalist communities, 
or were won over by the preliminary phases of 
the evolution of the system”.

established orders —  the Roman Empire, 
the feudal system, etc. This fact gives 
the present crisis a unique significance 
which has not been properly clarified. 
Nor, incidentally, is there any real basis 
for the parallels repeatedly drawn 
between the present situation and the 
depression of the 1930s.

A fact which is less often considered 
but is of prime importance in the 
discussion of these concerns is that 
they and the consequent criticisms 
and reservations are limited to a 
fairly restricted, although broadening, 
social context. That is to say, every
where the broad masses are excluded 
from the discussion, be they in the 
central countries, the semi-industrialized 
countries, or those on the periphery. 
What is more, if their feelings on these 
points could be ascertained, it seems 
fairly obvious that the overwhelming 
majority would be inclined to “suffer” 
the ills of the affluent consumer society 
rather than remain in their present 
situation, or, in the case of the masses in 
the central countries, to risk all they have 
so recently and laboriously achieved for 
the sake of a different and uncertain 
style or mode of development.

Even though it may be open to 
misunderstanding, this point must be 
emphasized in order both to determine 
the nature and depth of the aforementioned 
concerns and to comprehend the vital 
importance of fully exploring alternative 
courses that would have the support and 
understanding of the broad masses.

Approaching the matter from a 
different angle, it is quite easy to agree 
with various writers —  among them my 
colleagues Wolfe and Graciarena —  
about the confusion surrounding the
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terminology and concepts used in the 
discussion. Styles, models, systems, 
structures, patterns, profiles, etc. are 
either currently used as though they 
were synonymous terms, or else the 
differences between the words and their 
special meanings are not strictly defined. 
I myself, for example, must confess that 
in a preliminary version of this study 
I used the words “system” and “style” 
indiscriminately5.

I do not think it would be either feasible 
or appropriate to venture a series of 
tentative definitions of each of these 
and other terms used. Let us instead 
take a different course and endeavour 
to identify three basic concepts which 
are interlinked in the discussion.

The first is that of the system , which 
for our purposes and in very general 
terms we shall associate with the two 
main opposing forms of organization co
existing in the world today: capitalism  
and socialism6.

The basic features of the two models 
are well known. They differ above all in 
institutional organization and in socio
political structure, but from the stand
point which interests us here the basic 
contrast is the relative importance of 
public and private expenditure, in terms 
of both consumption and investment. 
In the capitalist system, the composition 
and dynamics of demand are prim arily  
linked with market forces in the area of

5A. Pinto, Notas sobre estilos de desarro
llo en América Latina  ( œ p \ l /d e /d r a f t  

103), draft for suggestions and comments, 
December 1973.

6 For the purposes of this study it is not
really important that, as many contend, in terms
of “pure” paradigms neither “capitalists” 
nor “ socialists” are actually such.

private  consumption and investment, and 
with the rate of return on the allocation 
of resources. In the socialist system, 
the main elements are decisions by the 
State (or the Plan) regarding investment 
and public community consumption7.

In line with this concept and the 
comments at the beginning of this study, 
it is well known that for some people 
dissatisfaction with and criticism of 
the existing style or situation are merely 
effects or necessary concomitants of 
the procedures and contradictions of 
the capitalist system. Obviously, this 
would seem to imply, in contrast, that 
the second system was immune from all 
the problems generated by the first.

Although the reservations and diffi
culties attributable to the two systems 
are clearly not identical8, the number 
of those supporting such an extreme 
over-simplified view has decreased con
siderably. Conversely, there are more 
and more people who think that there are 
some questions which go beyond this 
dichotomy, e.g., problems of the environ
ment, urban agglomeration, the dis
satisfaction of youth, etc.

Following a different approach, a 
second important category derives from

7In 1970, the Soviet Union spent 23 per 
cent of the national income on education, health 
and cultural activities of various kinds. See 
V. Komarov, “The service sphere and its 
structure” , Problems o f Economics, vol. 
X V I ,  N° 3, New York, July 1973.

8For example, some questions such as 
unemployment, stability, the allocation of 
resources in accordance with elementary needs, 
etc., are features of the capitalist rather than 
the socialist system. Others, such as the degree 
of openness and political participation, 
dynamism and technological innovation, etc., 
are more typical of the socialist régimes.
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the classification into industrialized 
countries and under-developed or devel
oping countries. The essential difference 
here is in structure and consequently, 
in manner of operation and in place and 
relationship (dominant or subordinate) 
in the world scheme.

From this standpoint, it seems clear 
that the concern about styles is primarily 
linked with the implications of the 
industrialized community, both when 
fully arrived at industrialized status and 
when half way there, in both capitalist 
and socialist systems.

In the developing economies the 
problems are more in the nature of the 
elementary question of survival, once 
again in both the capitalist and socialist 
systems. In both these situations, 
however, there is also a common feature, 
as already indicated: the conviction 
held by some that the continuation or 
reproduction of the developed industrial 
model is undesirable or impracticable, or 
both.

These perspectives are both relevant 
for purposes of this study and should be 
combined. Wp thus have, from the outset, 
a difference of system  and another of 
structure, enabling us to identify four 
types of basic situations, viz, :

(a) industrialized capitalist
(b) developing capitalist
(c) industrialized socialist
(d) developing socialist.
As everyone knows and past experi

ence has shown, there can be widely 
differing individual situations within 
these system-structure contexts.

As regards the first group, it is hardly 
necessary to refer to the contrasts in the 
development and present profile of 
the industrialized capitalist economies

such as the United Kingdom, the United 
States, Canada, Denmark, France or 
Switzerland.

Nor is it necessary to describe the 
differences between the experiences 
of these countries and those of such 
developing capitalist communities as 
Greece, India, Egypt, Mexico or N ige
ria, and between the features characteriz
ing the latter countries and distinguishing 
them from one another.

This is also applicable to the socialist 
world. Although they belong to the 
same “system”, there are some notable 
distinctions, both between the more 
industrialized countries —  the Soviet 
Union, Czechoslovakia, the German 
Democratic Republic —  and between 
these countries and China or their sister 
countries in Europe (Bulgaria or Roma
nia).

This is not the time or the place to go 
more deeply into the causes of these 
differences. Let us merely note that 
they are influenced by such important 
questions as the quantitative and 
qualitative endowment with material 
and human resources (compare the 
Soviet Union with China, the United 
States with Japan, India with Brazil, 
Argentina with Mexico, Romania with 
Albania, etc.); historical and cultural 
background (old and new civilizations); 
external ties (dominating entities, 
subsidiaries such as the former British 
dominions and former colonies); degree 
and type of political and social organiz
ation and participation, etc.

Taking all this into account, and for 
the purposes of this study, the point here 
is that in these contexts of system and 
structure, owing to a variety of significant 
factors, widely differing specific styles
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manifest at all levels of social life may be 
discerned within each of those broad 
groups. Later on we shall consider the 
economic meaning of the concept from 
the angle of the situation in Latin Ame-

. 9rica .
From this point of view, therefore, 

I agree to all intents and purposes with 
one of the definitions suggested by J. 
Gradaren a10, according to which a_ 
style  is “the specific and dynamic 
modality adopted by a system within a 
particular context and at a particular 
moment in history”. On the other 
hand, ! disagree with his statement that 
“this proposition relates to a structure 
(or social formation) rather than a 
style”. To my mind, his reference to a 
“context” should be taken precisely 
to apply to the structural fact of the 
dev eloped develo ping complex referred 
to above.

Within this general meaning of the 
term there are various possibilities 
regarding the scope and content of the 
propositions with respect to styles.

In the most restricted sense, these 
possibilities take the form of options 
within an existing system and structure, 
but involving more or less significant 
changes in different directions in the 
predominant style, depending on the 
prevailing values.

This, in my view, was the main line of 
the pioneering attempt made by the 
Venezuelan Centre for Development 
Studies (CENDES) under the guidance 
of Oscar Varsavsky, following up work

9See the reasons for this “ methodologi
cal reduction” in footnote 1.

l0This does not mean that I reject his
other suggestions on the subject.

initiated in the time of the well-known 
economist Jorge Ahumada11. The three 
styles discussed in the CENDES study 
(“consumer”, “authoritarian” and 
“creative”)~wërë assumed” to”~be com  
patible with the general framework of 
Venezuelan society. In the words of 
that study, “in the hypotheses used 
there is no discontinuity or sharp change 
of policy which could bring about 
revolutionary situations or revolts”.

A second possibility is that criticism
of the prevailing style and the search
for possible alternatives involves or
requires a change in the basic setting
of the process. This could mean that
it is considered essential to change the
system , i.e., to replace a capitalist
system by a socialist system, or vice-

12versa .
It seems fairly clear that this second 

possibility (and its different combi
nations) transcends the conceptual
frontiers of the term “styles” . On the 
other hand, the first or stricter meaning 
of the term considerably limits the 
substance and even the attractiveness of 
the word.

This reflection does not detract 
from the importance of this approach, 
and it does help to clarify its meaning 
and place vis-à-vis others relating
primarily, as noted above, to the institu
tional or political context.

f  n See C E N D E S , “Estilos de desarrollo”,j1 
in Et trimestre económico, N° 144, Fondo de I 
Cultura Económica, Mexico City, October -J 
December 1969.

12This calls to mind a widely published 
article by P. Sweezy, “ Transición pacífica 
del socialismo al capitalismo”, on the expe
rience of Yugoslavia.
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Continuing with this digression, it 
is useful to consider the possible relations 
between those categories or approxi
mations.

Of course, it is possible to visualize 
a basic situation which hypothetically 
admits various options as regards styles, 
i.e., to return to Graciarena’s defi
nition, one that permits various “specific 
and dynamic modalities” within “a 
system in a particular context at a particu
lar moment in history”.

To illustrate this situation, let us 
take some developed capitalist econ
omies such as the Scandinavian countries. 
It is conceivable that in those and other 
similar countries there may be a fairly 
broad margin for introducing appreciable 
changes in the prevailing style. 
In fact, several of them have been adop
ting long-term measures to combat 
serious problems of the industrial 
civilization, such as pollution and urban 
congestion. In others, such as the 
United States itself, there are also 
potential conditions for seemingly 
marginal changes which could, however, 
have a far-reaching impact on their mode 
of development. Suffice it to consider, 
for example, the projections of a radical 
change in the system of relative prices 
as a result of the rise in the cost of 
petroleum, the cheapness of which up 
to 1974 gave a special character to the use 
and allocation of production resources.

Much the same might be said about 
the situation of some developing econ
omies which, either because of their 
production potential or because of the 
greater flexibility of their institutional 
and social frameworks, allow fairly 
significant changes in their style of 
growth.

The same speculations could be 
made in the light of the particular 
situations of various countries operating 
under the socialist system.

in other circumstances, however, 
the radius of action is far more limited 
or simply non-existent, so that the 
possibilities of modifying the prevailing 
style are very remote unless changes 
take place in the institutional and 
structural base. From this point of view, 
China’s experience is one of the most 
impressive. Few doubt that the change 
in the political system after the war was 
a key factor in overcoming many acute 
and long-standing problems.

Moreover, China’s rejection of the 
classic development scheme of the 
industrial economies has been another 
major factor in defining its unique style, 
in contrast to the capitalist system and the 
other socialist systems which basically 
follow the industrial community model, 
although they give it their own particular 
stamp.

Naturally, however, this does not 
mean that China’s experience can be 
reproduced under other conditions, as 
is sometimes so ingenuously contended.

From the operational standpoint 
and from that of the real or potential 
opportunities for change, it is imperative 
to take these different situations into 
account.

From a strictly economic angle, the 
term “style of development” may be 
taken to be the way in which human and 
material resources are organized and 
assigned within a particu lar system  
with the object of solving such questions 
as what goods and services to produce, 
how, and for whom.

The reciprocal influences between
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“for whom” to produce and “what” 
to produce are fairly obvious, as also are 
the links between them and the question 
of “how” to produce. In any case, it 
may safely be assumed that the most 
important factor in the global response 
to these questions is “for whom” to 
produce. As will readily be understood, 
it is not a case of absolute options but 
rather of relative preferences as regards 
the social distribution of the main
components of the product: an aspect
which can be of considerable importance, 
as we shall see later. The tendencies 
of the production system to benefit the 
social groups in differing proportions 
should be evaluated from an angle
which will take into account the dynamics 
of the process: i.e., the fact that it is a 
cumulative phenomenon which gradually 
strengthens the tendencies toward 
greater or lesser inequality.

From an economic point of view, a 
style may be classified according to
two kinds of closely interrelated factors. 
The first are structural factors, which

reveal the way in which the production 
apparatus has been organized from the 
standpoint of the economic resources 
and the structure of supply. It is a static 
perspective, but of fundamental impor
tance since it represents the framework 
of the system at a given moment.

The other class of factors includes 
those which are vital for the operation or 
dynamics of the system: those which 
“drive” it. They are associated with 
the level and composition of demand 
and with its basic factor, the level and 
distribution of income.

At the risk of repetition, emphasis 
must be placed on the interrelationship 
of these factors. Those which “drive” 
or infuse dynamism into the production 
structure are obviously conditioned by 
the conformation of that structure, 
whose relative rigidity in the short term  
has a significant effect on the operation 
of the motive forces. These, in their 
turn, constantly influence the production 
structure and either favour change in 
it or further accentuate its features.

2
The structural base

The relevant data are presented for 
Latin America as a whole and for two 
contrasting cases of countries which 
represent variations of the “general 
style”, mainly on account of the stage 
o f development reached.

Table 1 shows the conformation of 
the structures of production and 
employment in the region in 197013. 
The distinctive features are well known

13For further information on the 
subject, see “Trends and structures of the

and there is no need to dwell on them, 
except in two respects. The first is the 
still very high participation of 
agricultural employment —  a generic 
sign that the development of the forces 
of production is still at an incipient

Latin American economy in the 1960s”, 
Economic Survey o f Latin America, 1970 
(United Nations Publication, Sales N°: E. 72. 
II.G.1).
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stage —  which is ultimately reflected the various sectors in the product and
in the per capita product or income . employment, which is another of the
The prevailing style (and its alternatives) . . . .  , , .

. . . , . r . mi , factors determining under-development 
rests on this basic reality. The second
important feature for our purposes is simultaneously influencing the con- 
the disparity between the shares of formation of the style of growth.

Table 1
STRUCTURE OF PRODUCT AND EMPLOYMENT, 1970

Latin America Argentina Nicaragua

Structure Gross Gross
oj Structure Employed domestic Employed domestic

employment o f product population product population product

Agriculture, forestry, hunting and
fishing 43.7 16.4 15.3 14.8 46.4 29.0

Mining and quarrying 1.2 4.1 0.7 1.8 0.6 1.1

Manufacturing 12.7 24.6 22.1 35.7 12.0 15.9

Construction 6,0 3.5 6.6 5.2 3.7 4.1

Electricity, gas, water and
sanitary services 0.5 2.0 0.6 2.4

7.6 9.6
Transport and communications 3.8 6.2 3.4 5.4

Trade and finance 9.0 22.0 15.5 18.7 10.9 19.0

Other services 23.1 21.2 32.2 14.2 22,4 23.1

Total 1 0 0 .0 1 0 0 .0 1 0 0 .0 1 0 0 .0 1 0 0 .0 1 0 0 .0

Source:c k p m ., on the basis oí official statistics.

These data permit a first approach 
to the questions of “what” and “how” 
to produce. The composition of the 
product and the levels (and disparities) 
of sectoral productivity indicate the 
true situation in these respects.

u About 500 dollars in 1970, which is 
appreciably higher than in other developing 
regions.

Table 1 also includes the figures 
for two variations of the regional 
situation. The contrast between the 
profiles of Argentina and Nicaragua is 
all too eloquent, as regards both the 
sectoral proportions and the relation
ships between employment and product. 
The spectrum of Argentina is at once 
more “developed” and more “balanced”, 
this latter if consideration is given to
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the shares of the important agricultural 
sector. It does, however, show marked 
disparities under the headings of 
“other services” and “manufacturing” 
in both these respects. While employment 
is shown to be excessive in “other services”, 
the opposite is the case in “manufactur
ing”. In contrast, Nicaragua’s system  
is more “homogeneously under devel
oped”.

The production structure can also 
be analysed from another standpoint,

on the basis of technological strata, 
thus revealing the sharp disparities 
between the standards of productivity 
of economic activities. This, of course, 
represents the much-discussed problem 
of structural heterogeneity, which has 
a clear influence on the questions of 
“what” to produce, “how” and “for 
whom”15. Table 2 contains the estimates 
on technological strata for Latin America 
as a whole, for Argentina and for Central 
America.

Table 2 
LATIN AMERICA:

CONJECTURAL BREAKDOWN OF EMPLOYMENT 

AND PRODUCT BY TECHNOLOGICAL 

STRATA AT THE END OF THE 1960s

Latin America Central America Argentina

M od
em

Inter
mediate

Prim
itive

Total M od
em

Inter
mediate

Prim
itive

Total M od
em

Inter
mediate

Prim
itive

Total

Total product

Employment 12.4 47.7 34.3 100 8.1 33.6 55.0 100 21.3 65.8 5,3 100

Product 53.3 41.6 5.1 100 42.6 48.0 9.4 100 58.6 40.5 0.9 100
Agriculture

Employment 6.8 27.7 65.5 100 5.0 15.0 80.0 100 25.0 57.0 18.0 100
Product 47.5 33.2 19.3 100 43.9 30.6 25.5 100 65.1 32.3 2.6 100

Manufacturing

Employment 17.5 64.9 17.6 100 14.0 57.4 28.6 100 25.6 70.6 3.8 100

Product 62.5 36.0 1.5 100 63.6 30.4 3.3 100 62.1 37.5 0.4 100

Mining

Employment 38.0 34.2 27.8 100 20.0 60.0 20.0 100 50.0 40.0 10.0 100

Product 91.5 7.5 1.0 100 57.2 40.0 2.8 100 77.8 21.6 0.6 100

Sources.' c e p a i. ,  L a mano de obra v el desarrollo económico de América Latina en los últimos años, l:/<.'N/ 12/i.. 1.

As regards structural heterogeneity, 
see Economic Survey o f Latin America, 1968 
(United Nations publication, Sales N°: E.70. 
II.G .l), and A. Pinto, “Naturaleza e implica

ciones de la “heterogeneidad estructural” de 
la América Latina” , El trimestre económico, 
N° 145, Fondo de Cultura Económica, Mexico 
City, Jan uary-M arch 1970.
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Beginning with the overall table for 
the region, it can be seen immediately 
that while only quite a small part of the 
population is employed in the modem  
sector (a little more than 12 per cent), 
this sector accounts for more than half 
of the goods produced16. As we shall 
see later, certain goods (and services) 
which directly or indirectly satisfy 
certain types of demand are produced 
primarily or exclusively by this sector.

The mining and manufacturing 
sectors are those which occupy the most 
important place in the modem area, 
and particularly the former, because of 
the big exporting establishments so 
characteristic of it. In agriculture, in 
contrast, the poor absorption of labour 
in its modem sector is very marked and 
is responsible for the disparity among 
the variables chosen.

At the other end of the scale is the 
so-called primitive sector, which still 
accounts for more than a third of regional 
employment although its contribution 
to the material product is only 5 per cent17.

As another look at table 2 shows, a 
large share of agricultural employment 
(65.5 per cent) and no mean proportion

16Services have not been included, 
owing to the limitations attached to the concept 
of productivity in this respect. However, 
activities in that sector show equal or even greater 
inequalities. Productivity in the modem 
sector would be equal to average productivity 
in the developed countries, and may be estimated 
at between 12,000 and 15,000 dollars per worker.

17The primitive sector covers mainly 
subsistence agricultural activities and part 
of handicraft production. If services are
included, of course, it accounts for a high 
proportion of unskilled workers. Its annual, 
productivity per worker would probably be 
around 300 to 400 dollars.

of agricultural production (almost 20 
per cent) are associated with the 
primitive sector. It seems clear that this 
is the source of a sizeable share of rural 
self-supply production. This is not so 
in the case of manufactures, for in this 
sector its share is only about 1.5 per 
cent of the product, although it 
accounts for almost 18 per cent of 
industrial employment.

The intermediate sector is the most 
“balanced” from the point of view 
of the employment/product ratio18. 
This sector accounts for almost half of 
the jobs offered and a little more than 
40 per cent of the product. It plays a 
particularly important part in 
manufacturing activities, since it employs 
65 per cent of the industrial labour force 
and accounts for more than a third of 
the product. Its share in mining 
production is very small, even though 
more than a third of the workers employed 
in that activity work in this sector. 
Therefore, of all the sectors considered, 
this one has the worst employment/ 
product ratio.

Study and comparison of the figures 
for Argentina and Central America show 
different situations and features.

Taking an overall view, it is easy to 
see the great importance of the modem  
sector in Argentina, particularly from 
the employment figures. The respective 
table for Central America shows a much 
higher degree of imbalance, for a 
significantly smaller part of the labour 
force (8 per cent compared with a little

1BThus, of course, the activities in this 
sector show a level of productivity close to the 
national average: in absolute terms, about 
2,500 dollars per worker.
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more than 21 per cent in Argentina) 
produces much of the overall product
(42.6 per cent compared with 58.6 per 
cent in Argentina).

Taking the opposite approach, it 
can be seen that in Argentina the 
primitive sector is of very limited 
importance, whereas in Central America 
no less than 55 per cent of total employ
ment and 80 per cent of agricultural 
employment are accounted for by this 
sector.

This is not the place to go into further 
detail on the structural features of the 
Latin American economy, but this 
part would be incomplete without 
reference to some aspects of Latin 
America’s external position or its 
external “ relationships” , which are of 
great importance for the study of devel
opment styles.

Reference should be made in 
particular to the openness of the Latin 
American economies. This shows the 
extent to which they are part of the 
scheme of the international division 
of labour. As everyone is aware, the 
region’s export and import coefficients 
are relatively low 19: a situation for 
which the bigger countries are largely 
responsible, since these coefficients 
range from approximately 10 per cent 
for Brazil, Mexico and Argentina, to 
more than 30 per cent for some Central 
American economies. The great majority 
of the countries increased these coef
ficients over the past decade, and the 
region became even more open during 
the first three years of the 1970s.

19For information on this subject see
“Tendencias y estructuras de la economía la
tinoamericana”, op. cit.

Other events have led to a sharpening 
of this trend and helped to create a 
different structural situation. During 
the 1960s, the importance of external 
financing in reducing the ever increas
ing deficit on the trade balance and 
current account increased20. At the 
same time, the external relationship 
was also strengthened through the 
constantly increasing importance of 
transnational enterprises in the eco
nomies of the region21.

The changes which occurred in the 
composition of exports and imports are 
yet another factor.

As regards exports, there was a small 
but noticeable decrease in the degree 
of concentration on the export of primary 
products in the 1960s22, while the 
share of manufactured products rose23. 
It should be borne in mind that in 1970

20
Total external financing (excluding 

Venezuela, which is a special case) increased 
from 6,600 million dollars in 1950-1959 to 
13,850 million in 1960-1969 (see “Tendencias 
y estructuras de la economía latinoamericana” , 
op. cit.).

Overall figures are not available for 
the percentage of regional production or country 
production accounted for by transnational 
enterprises, but it is easy to show their predomi
nance or even monopolistic position in many 
major lines of durable consumer goods 
(especially motor vehicles) and capital goods.

22 Between 1955 and 1968, the share of 
the main export product dropped from 62 to 
50 per cent, while that of the three main products 
dropped from 80 to 65 per cent (see “Tenden
cias y estructuras de la economía latinoamerica
na” , op. cit.).

' These represented approximately 2.5 
per cent of the total in 1955. By 1970 the figure 
was in the region of 10 per cent, and they increased 
in the second half of the 1060s at a rate of more 
than 20 per cent per year.
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approximately 36 per cent of the 
region’s exports of manufactures were 
produced by transnational enterprises.

As regards imports, the most 
important change, although it was not a 
spectacular one, was the drop in the share 
of consumer goods (from 21 per cent in 
1955 to 16 per cent in 1968) and the 
corresponding increase in capital goods.

Of course, these overall changes for 
the region conceal many national 
variations. Such variations have been 
much more important in the larger 
economies (M exico, Brazil and Argen
tina), but similar trends —  and therefore 
the same structural adjustments —  are 
to be found in almost all the Latin Ame
rican countries.

Lastly, these countries are heading 
in several basic directions which are 
of key importance for the matter under 
study. In particular, there is a tendency

towards the strengthening of what has 
come to be called the “international
ization” or dependent incorporation 
of the regional economies. This path 
has a few features which are different 
from those of the old model of “outward- 
looking growth”, since emphasis 
is placed on greater diversification of 
exports and, especially, on the 
“internalization” and transfer through 
transnational enterprises of production 
and demand patterns (or consumption 
patterns), forms of technical progress, 
marketing and financing, etc., prevailing 
in the developed capitalist centres.

It is scarcely necessary to stress the 
enormous significance of this process 
for the development style or, looked at 
from another point of view, for the vital 
questions of “what”, “ how”, and “ for 
whom” to produce.

3
The functioning of the style

The dynamics of the style - that is to say, 
the motivating or change-producing 
forces which accentuate or modify its 
basic profiles —  are just as important 
as its structural base or even more so.

Although there is little information 
on the subject, some figures have been 
collected here on Latin America, and 
in some cases on specific national 
variants, from which certain major fea
tures can be seen.

Table 3 shows the growth rates of 
the principal industrial groupings. Sub
ject to a few exceptions and reservations,

they give us an idea of the global dynamics, 
since they reflect indirectly the perfor
mance of the primary and tertiary sec- 

24tors ,

24 The primary sector provides the neces
sary inputs, while the tertiary sector will follow 
to some extent the expansion of the industrial 
groupings. The inclusion of primary produc
tion for direct consumption (after deduction 
of exports and inputs) would strengthen rather 
than change the sense of the table in question, 
since its rate of growth was lower. On the other 
hand, the table is obviously of less importance 
for the less industrialized countries, where the 
composition of imports is of greater importance.
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Table 3
LATIN AMERICA: GROW TH RATES O F THE M ANUFACTURING 

SECTOR BY INDUSTRIAL GROUPINGS 

(  Cumulative annual average rate fo r  the period 1960-1971)

Average
Latin A rgentirta B razil1 Mexico

America

Food, beverages and tobacco 4.8 3.7 7.6 5.8
Food products except beverages 4.6 3.1 7.9 5.7
Beverage industries 4.9 5.7 6.3 6.9
Tobacco industry 4.3 4.9 7.1 7.2

Textiles, wearing apparel and leather industry 4.1 2.0 7.1 7.2
Wood and wood products, including furniture 2.9 3.8 4.8
Paper and paper products; printing and publishing 7.4 5.9 7.5 8.2
Chemicals and chemical, petroleum, coal, rubber and plastic

products 9.0 7.9 13.1 9.2
Industrial chemicals

9.9
13.3

13.6
12.8

Other chemical products 6.6 7.8
Petroleum refineries

6.4
6.3

Petroleum and coal products 15.4
10.6

Rubber products 7.3 6.9 13.9 6.5
Non-metallic minerals, except petroleum and coal products 7.0 7.1 12.1 8.7
Basic metal industries 8.8 ' 8.7 13.2 8.8
Metal products, machinery and equipment 9.5 6.9 18.4 11.9

Metal products, excluding machinery and equipment 8.3 8.4 17.9 9.0
Machinery except electrical 5.3 14.1
Electrical machinery, apparatus, appliances and supplies 10.4 5.8 12.7 11,5
Manufacture of transport equipment 10.2 7.4 23.5 13.1
Motor vehicles 13.5 10.4 15.4

Other manufacturing industries 8.2 3.0 7.7
Total mamtfacturing industries 6.8 5.6 1 2 .2 7.8

Source: CBPAl., on the basis of official figures. 
01967 -1971.

A look at the data for the region 
for the period 1960-1971 immediately 
shows that the figures for each individual 
grouping fluctuate considerably with 
respect to the average growth rate of the 
industries as a whole (6.8 per cent). 
In general terms, the rate is lower for the 
so-called traditional activities, where 
non-durable consumer goods industries

predominate; it is close to or exceeds 
the average in the case of intermediate 
activities, and it more or less easily 
exceeds it in the case of the basic metal 
industries, particularly those connected 
with heavy durable goods: appliances, 
motor vehicles, etc.

The figures describing trends in 
Argentina, Brazil and Mexico confirm
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similar tendencies, which are less 
pronounced in the first of the countries 
mentioned but are particularly marked 
in Brazil. For this country the period 
1967-1971 was chosen, both because the 
longer term covers highly dissimilar 
periods, and because these years of 
active and sustained growth at the end 
of the decade clearly bring out the sources 
of dynamism of the existing style. In the 
case of Brazil, as we can likewise see from 
table 3, the average overall rate of 12,2 
per cent is made up of quite a high rate of 
expansion in “traditional” activities 
(around 7 per cent) —  a feature which 
cannot be overlooked —  but extraordinar
ily high rates in the basic metal industries, 
particularly as regards heavy durable 
goods25.

The picture which emerges is not a 
surprising one and it was anticipated or 
implied by many analyses. The usual 
explanation_of; thjese trends is also very 
w eir in o w n , namely, that they are due 
(almost tautological ly) to the different 
income elasticities of the demands for 
goods and services.

The most important thing to do, 
however, is to ascertain the source of 
this income elasticity; i.e., to deter mine 
the groups in which demand originates 
and the size of demand for the different 
classes of.products*

26 It is essential to make a distinction 
between activities devoted to capital formation 
and those devoted to the production of durable 
consumer goods (despite all the difficulties 
that drawing such a distinction implies) if more 
light is to  be thrown on the subject. The same 
could be said of a breakdown of the items of 
current consumption into mass consumer 
goods and other types of goods with more limi
ted uses, such as certain food or textile products.

In other words, the unequal rates of 
growth of the industrial groupings 
provide an approximate indication of 
the tendencies of the system or style as 
regards what is to be produced. The next 
question is to find out to which groups 
these efforts are directed, since these 
are the economic mandants in this 
matter: in other words, “for whom” is 
the system producing (primarily or 
exclusively) the various goods.

In table 4 an attempt is made to pro
vide an approximate answer to these ques
tions, bearing in mind the participation 
of the different income strata in the total 
consumption of the main items, listed 
by type - foodstuffs, clothing, housing, 
services, durable goods.

Without going into details, it is never
theless possible to bring out some 
principal relations.

Using the shares of the strata 
represented by the poorest 50 per cent 
of the population and the 10 per cent in 
the highest income bracket as bench
marks, it is immediately obvious that 
the share of the first group is invariably 
lower than that of the second, except in 
respect of the consumption of cereals, 
and it becomes progressively smaller in 
respect of dearer goods and more skilled 
and costly services. In contrast, the 10 
per cent of the population in the highest 
income bracket account for a very large 
share of such goods as motor vehicles 
(85 per cent), recreational activities (75 
per cent), domestic services (82 per cent), 
appliances (50 per cent), clothing (44 
per cent), meat (40 per cent), housing 
(44 per cent), etc.

If we add to the consumption of this 
bracket that of the 20 per cent of the 
population in the next lower income
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Table 4 
LATIN AMERICA:

SHARE OF DIFFERENT POPULATION 

STRATA IN' TOTAL CONSUMPTION, BY TYPE OF CONSUMPTION,

AROUND 1970°

Population strata  

Type o j consumption

Poorest
20%

Poorest
50%

20%  below 
the 

richest 
10%

Richest
10%

Food, beverages and tobacco 5 23 29 29

Meat 2 12 34 41

Cereals 8 32 24 19
Other foods 5 25 28 28

Beverages and tobacco 5 22 29 30

Wearing apparel 2 14 32 42

Clothing 2 13 32 44

Footwear 3 16 32 36

Housing6 2 15 29 44

Transport 1 5 25 64

Personal care£ 2 15 31 41

Domestic service 1 16 82

Other personal services 1 4 25 67

Recreation and amusement*1 — 3 20 75

Durable goods 1 6 26 61

Motor vehicles (purchase) — 1 13 85

Houses and apartments (purchase) 2 9 29 54

Furniture 2 5 16 74

Electrical and mechanical appliances 1 5 37 50

Total 3 15 28 43

Source: c  üpai, estim ates based on national surveys.
“Estimated average on the basis of data from Argentina, Brazil, Chile, Colombia, Honduras, Mexico, Paraguay, Peru 

and Venezuela.
‘Housing includes: rents, textile articles for the home, fuels, electricity, gas, water and household goods.
“Personal care includes: toilet articles, drugs and medicines, medical services, hairdressing and suchlike.
‘'R ecreation and amusement includes: holidays and tourism, recreation, newspapers and magazines, dues to social clubs and 

suchlike.

bracket, it will be seen that their joint con
sumption amounts to between 75 and 
almost 100 per cent of the total in a num
ber of cases, particularly those of the 
higher-priced durable consumer goods.

The figures for Argentina and Hon
duras (see tables 5 and 6) show, as might 
be expected, less marked and more acute 
versions respectively, of the regional 
table. The share of the upper bracket is
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consistently lower in Argentina, and in the highest income bracket account
conversely that of the lower half is - ■ f ___ _  • A ___, , .  , t . for 56 per cent of consumption m  Argen- 
consistently higher. From the point of
view of total consumption, the 30 per cent tina as against 73 per cent in Honduras.

Table 5 
ARGENTINA:

SHARE OF D IFFERENT POPULATION 

STRATA IN TOTAL CONSUMPTION,

BY TYPE OF CONSUMPTION,

AROUND 1970

Population strata 20%  below
Poorest Poorest the Richest

20% 50% richest 10%
I'ype o f consumption ---------- 10%

Food, beverages and tobacco 9 32 26 21
Meat 9 33 26 20
Cereals 11 37 25 18

Other foods 9 32 26 22

Beverages and tobacco 7 27 29 23
Wearing apparel 5 20 28 31

Clothing 4 18 29 34
Footwear 6 26 28 24

Housing0 8 28 27 26
Transport 3 15 32 40

Public 5 23 29 34
Private (operation) 1 7 34 51

Personal care6 8 30 27 27

Domestic service 2 6 26 61

Other personal services 2 13 28 40
Recreation and amusement' 3 14 28 44
Durable goods 2 12 27 47

Motor vehicles (purchase) — 5 27 60
Houses and apartments (purchase) 1 7 29 53
Furniture 1 6 20 70

Electrical and mechanical appliances 5 25 26 24

Total 6 25 27 29

Source: c e p a l  estimates based on national surveys.
"Housing includes: rents, textile articles for the home, fuels, electricity, gas, water and household goods.

Personal care includes: toilet articles, drugs and medicines, medical services, hairdressing and suchlike. 
rRecreation and amusement includes: holidays and tourism, recreation, newspapers and magazines, dues to social clubs and 

suchlike.
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Table 6 
HONDURAS:

SHARE OF DIFFERENT POPULATION 

STRATA IN TOTAL CONSUMPTION; BY TYPE OF CONSUMPTION,

AROUND 1970

— Populat ion strata 

Type o f consumption

Poorest
20%

Poorest
50%

20%  below 
the 

richest 
10%

Richest
¡0%

Food, beverages and tobacco 6 18 29 35

Meat 3 9 30 52

Cereals 9 25 25 25

Other foods 6 18 30 35

Beverages and tobacco 7 21 33 27

Wearing apparel 5 13 28 46

Clothing 5 13 27 47

Footwear 5 13 30 44

Housing0 4 12 30 46

Transport 2 6 28 60

Personal care4 4 12 30 45

Domestic service — — 17 82

Other personal services 2 5 23 67

Recreation and amusement 1 3 14 81

Durable goods 3 8 23 61

Motor vehicles (purchase) _ — 5 94

Houses and apartments (purchase) 4 12 26 49

Furniture 3 8 25 58

Electrical and mechanical appliances 1 3 28 66
Total J 14 28 45

Source; c e p m , estimates on the basis of national surveys,
“Housing includes: rents, textile articles for the home, fuels, electricity, gas, water and household goods.
^Personal care includes: toilet articles, drugs and medicines, medical services, hairdressing and suchlike. 
rRecreation and amusement includes: holidays and tourism, recreation, newspapers and magazines, dues to social club and 

suchlike.

Furthermore, if we take some key 
items in modern consumption patterns, 
it will be seen that the expenditure of the 
poorest 50 per cent of the population on 
electrical and mechanical appliances 
hardly amounts to 3 per cent of the total

in Honduras, whereas the corresponding 
figure for Argentina is 25 per cent. In the 
case of motor vehicles, however, the 
poorest half of the population is of little 
significance in Argentina, since the 
acquisition of such goods is concentrated



s t y l e s  OF DEVELOPMENT IN LATIN AMERICA /  Aníbal Pinto 117

in the highest bracket (60 per cent), 
although of course, the corresponding 
figure for Honduras is much higher: 
94 per cent.

Although they are not strictly com
parable, the tables on the rates of 
expansion of industrial activities and on 
the social distribution of various consu
mer goods are sufficiently clear and 
indicative to be used as a basis for a well- 
known assumption: that the more dynamic 
elements of the productive apparatus 
are interrelated and depend mainly, and

sometimes entirely, on the demand of 
the groups situated at the peak of the 
distributive structure. In other words, 
given the level o f  average income in the 
region and in the individual countries, 
if the present style of development is to 
work and progress, then income and 
expenditure must be concentrated in 
those strata, so as to sustain and increase 
demand for the favoured goods and 
services. If this is done, then the pro
ductive apparatus will adjust itself 
primarily to the satisfaction of such 
demand.

4 
Some questions and options

The situation described raises a few 
questions which can be put in the form of 
two alternatives26:

(a) the style persists and in time 
gradually brings other social strata 
into the acquisition of the new consumer 
goods, until their use is widespread;

(b) the style persists, but without 
promoting a steady and substantial 
integration of sizeable groups, which 
continue to be marginal consumers of 
these goods and, furthermore, remain in 
conditions of poverty as regards the 
satisfaction of their vital needs.

The first option copies the process of 
the central capitalist economies. The

26 A further obvious possibility which 
is particularly applicable to the relatively less 
developed countries, namely, that the style does 
not work, has not been left out through ignorance 
or underestimation, but because it is felt that
for these countries the external variable is 
much more important.

differences in this respect have been 
brought out in many studies, and this is 
not the place to repeat them27. At all 
events, the “special case” of Argentina 
indicates that large-scale marginaliza
tions in not an obligatory feature of the 
Latin American experience (the problem 
is dealt with later at the regional level). 
However, it is clear that a basic question 
of deadlines is involved. A gradual 
incorporation which might have taken a 
century or many decades in the past in the 
central economies does not seem viable 
in current circumstances unless politico- 
social restrictions are applied, although 
this latter possibility cannot be over-

27 Among others, see another study by 

the present author: “ Concentración del pro
greso técnico y de sus frutos en el desarrollo lati
noamericano”, in El trimestre económico, 125, 
Fondo de Cultura Económica, Mexico City, 
January-March, 1965.
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looked in the light of certain regional 
experiences.

Some of the remarks made above also 
hold good for evaluating the second 
option. In this option, the prevailing 
style leaves aside important sections of 
the population located in marginal 
rural areas and on the periphery of the 
cities, so that in absolute and even perhaps 
in relative terms, the number of non-par
ticipants remaining in a state of abject 
poverty increases.

Without going into the specific

viability of this option in the short or 
long term, it is clear that it is not accept
able in terms of the professed values of

26the international community .

To probe deeper into the subject, 
some figures on income distribution in 
the region and on the changes which have 
taken place between 1960 and 1970 may 
be useful (see table 7). Although the 
documentation is admittedly unsatisfac 
tory, the trends and relations which they 
reveal do seem to be close to the facts.

Table 7 
LATIN AMERICA:

PER CAPITA INCOME IN 1960 DOLLARS AND CHANGES IN THE 

SHARES OF THE DIFFERENT SOCIO-ECONOMIC STRATA IN 

TOTAL INCOME OF THE REGION

Socio-economic
strata

Share o f  each 
stratum  in 

total income

Per capita 
income"'

(1960 dollars)

Rise in per 
capita income

Total rise 
by all strata 
(millions o f  

1960 dollars)

Rise oj each 
stratum  as 

percentage o f  
total rise

Percent
age

i960
dollarsI960 1970 I960 1970

Poorest 20% 3.1 2.5 53 55 3.8 2 107.6 0.4

Next 30% 10.3 11.4 118 167 41.5 49 3 919 15.4

Poorest 50% 13.4 13.9 92 122 32.6 30 4 025 15.8

Next 20% 14.1 13.9 243 306 25.9 63 3 359 13.2

20% below the
top 10% 24.6 28.0 424 616 45.3 192 10237 40.3

Top 10% 47.9 44.2 1 643 1 945 17.7 292 7 785 30.7

Top 5% 33.4 29.9 2 305 2 630 14.1 325 4 332 17.1

Total 100.0 100.0 345 440 27.5 95 25 406 100.0

Source: Ci-: pa I. estimates on the basis of national surveys.
N.B.: The average distribution for Latin America in 1970 was estimated on the basis of information from Argentina, Brazil, 
Chile, Colombia, Honduras, Mexico, Paraguay and Venezuela.

“Per capita personal income.

When the information on the parti
cipation of the various strata in total 
income is studied, several aspects stand 
out. On one hand, the share of the 
poorest 20 per cent dropped slightly and 
that of the poorest 50 per cent hardly

See Ch'PAL, “ Report on a unified 
approach to development analysis and planning. 
Preliminary report by the Secretary-General” 
(revised text of the Spanish version of document 
E/CN.5/477 of 25 October 1972, presented at 
the 23rd Session of the United Nations Social 
Development Committee).
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varied. At the other extreme —  and in 
contrast to what is usually believed to be 
the case —  the strata representing the 10 
and 5 per cent in the highest income 
brackets showed a moderate drop. 
There was an increase, however, in the 
share of the stratum corresponding to 
the 20 per cent inmediately below the 
richest 10 per cent from 24.6 to 28 per 
cent. In reality, this last-mentioned group 
and the group corresponding to the 30 
per cent above the poorest 20 per cent are 
the only groups which improved their 
relative position.

From these points of view, therefore, 
it could be argued that there is a slight 
déconcentration of income from the
social peak to the benefit of the groups 
in the middle and upper-middle brackets. 
On the other hand, there is the drop in the 
share of the poorest stratum.

The foregoing picture must be
completed with a view of the absolute 
magnitudes, which clarifies and modifies 
some of the assumptions made in the 
previous paragraphs.

As may be seen from table 7, per capita 
income in the region is estimated to 
have increased by some 27 per cent 
between 1960 and 1970, which would 
represent 95 dollars at 1960 prices in

29absolute terms . This average or 
global change meant very different 
things for the different strata. Thus, 
the smaller percentage increases of the 
two groups in the highest income 
brackets represent absolute improve
ments of 325 dollars for the 5 per cent at 
the top of the income bracket structure 
and 292 dollars for the top 10 per cent.

29 Between these years the domestic 
depreciation of the dollar was almost 32 per cent.

For the 20 per cent inmediately below 
the top 10 per cent, the big relative 
increase of 45 per cent represents 192 
dollars in absolute terms, which is double 
the overall gains of all strata taken 
together (95 dollars).

Taking a look at the other levels of 
the distribution pyramid, the first thing 
which strikes one is the stagnation, at a 
very low level of income, of the poorest 
20 per cent. Even the poorest 50 per cent 
only increased their income in absolute 
terms by 30 dollars, thus reaching in 
1970 a level of barely 122 dollars per year, 
and again in this case the increases of 
the group (30 per cent) above the poorest 
20 per cent must be taken into account.

If these striking features are exami
ned in the light of these notes, it is easy to 
see their influence on the forces behind 
the system or the style of development.

With this in view, a calculation has 
been made of the increase in personal 
income which has taken place during this 
period and which amounts to the sum of 
25,406 million dollars: an increase of 
27 per cent with respect to 1960. From a 
limited point of view —-namely, leaving 
aside other items such as retained 
profits and government savings — this 
sum represents the principal expansion 
factor of the market and of overall 
domestic demand.

How was this greater purchasing 
power distributed among the social 
strata under consideration?

As the last columns of table 7 show, 
almost a third of the increase (31 per 
cent) went to the top 10 per cent, and this 
share increases to 71 per cent if the 
following 20 per cent are included.

The poorest half, in contrast, only 
appears to have received a 16 per cent of
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the total, and almost the whole of the 
poorest 20 per cent at the base of the 
pyramid failed to benefit from this 
increase.

If the increase obtained by the next 
20 per cent is added to that of the strata 
making up this bottom half, the 70 per 
cent of the population is estimated to 
have had a 29 per cent increase in income: 
a figure which is lower than that received 
by the richest 10 per cent (31 per cent).

From another point of view, consider
ing the absolute figures, it may be said 
that the expansion of the market 
attributable to the highest 30 per cent 
amounted to some 18,000 million dollars 
and that of the remaining 70 per cent to 
only 7,400 million.

These figures clearly show in which 
strata the income increases in the period 
under study were concentrated, and it is 
obvious that this trend corresponds 
roughly to that which occurred in the 
allocation of resources —  translated, 
as we have seen, into different rates of 
expansion of the productive activities. 
It is worth repeating that “what to 
produce” has had to be brought in line 
with “for whom to produce”.

An even clearer picture can be gained 
if we look again at the absolute figures for 
income and link them to the main items 
of consumption. In this respect, and in 
the light of the figures in table 7, some 
reasonable assumptions can be made.

First, it is clear that at the regional 
level approximately one-half of the 
population have an average per capita 
income of some 120 dollars per year and 
therefore, have great difficulties in 
satisfying their most elementary needs. 
Among them, the poorest 30 per cent are 
probably below any “poverty line” that

could be drawn30, while the remaining 
20 per cent, whose income approximates 
to 200 dollars per year, are probably 
situated only just above it.

The upper crust of this sector,
together with the 20 per cent of the
population situated inmediately above 
it, whose average income is about 300 
dollars, has surely already entered the 
market for basic low cost industrial 
products and a range of cheap urban 
services. On the other hand, this group 
can only gain access to durable goods 
and more skilled services at considerable 
sacrifice, or by reducing their con
sumption of essential goods. Neither
the shares nor the absolute increases of 
these strata show significant changes 
at this stage.

As already stated, it is a very different 
matter when we look at the changes 
which took place in the position of the 20 
per cent below the richest 10 per cent. 
Both their share and the absolute increase 
in per capita income (approximately 
45 per cent over the decade, thus raising 
this stratum above the 600 dollar mark) 
are of obvious importance. In fact, this 
stratum absorbed 40 per cent of the

30The average income of this 30 per cent 
of the population probably hardly exceeds some 
70 dollars. The Economic Development Divi
sion of c e p a l  is working on the identification, 
from different points of view, of “the poor of 
Latin America” , by country, activities, rural/ 
urban distribution, etc. It may be noted that 
in some studies the “poverty line” is set as low 
as 50 dollars per capita per year. See Redi&tri 
but ion with growth: An approach to policy by 
the Institute of Development Studies of the Uní 
versity of Sussex and the Development Research 
Centre, World Bank, Washington, D.C., August 
1973.
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overall increase in income, amounting 
to more than 10,000 million dollars (see 
table 7).

It seems reasonable to think that the 
members of thia stratum have crossed 
the threshold of the market for durable 
goods. If we take another look at table 4 
it will be seen that this group accounts for 
37 per cent of the consumption of 
electrical and mechanical appliances, 30 
per cent of the purchases of housing and 
related expenditure, 32 per cent of the 
consumption of footwear and clothing, 
etc. However, their access to more ex
pensive durable goods such as motor 
vehicles (only 13 per cent) is still limited, 
although their participation in the used 
car market is probably increasing stead-
-, 31
ily •

Without repeating what has been said 
about the highest strata in the system, 
some of the assumptions made may be 
reviewed.

On one hand, the concentrating bias 
of the prevailing style is beyond doubt 
and is clearly seen from the increases in 
per capita income, in absolute income, 
and in market potential. From this 
point of view it appears obvious that there 
is a circle of cumulative causality, in that 
this bias in income distribution influences 
the orientation of the productive system  
and strengthens or entrenches a given 
supply structure. Such a structure, in

The meaning of
Before going into the possibilities which

31
In Argentina, their share in the purchase 

of motor vehicles is 27 per cent; in Honduras, 
it is only 5 per cent. See tables 5 and 6.

its turn, calls for a corresponding distri
bution scheme. In view of the level of 
average income and the social destina
tion of the most dynamic lines of produc
tion, this scheme will inevitably tend 
towards the concentration of income, 
thus completing the circle.

On the other hand, however, this 
style seems less exclusive than is 
sometimes argued. Available data suggest 
that it has succeeded in widening its 
supporting base in the upper-middle 
levels (the 20 per cent below the top 10 
per cent) and that it has even brought 
about positive changes in the better-pla
ced sectors of the poorest half of the popu
lation, although in absolute terms their 
incomes continue to be very low (see 
table 7).

The third aspect worthy of considera
tion is the; obvious marginalization and 
deplorable j living conditions of a fair 
part of the population — at least a third —  
which is undoubtedly situated below the 
abject poverty line. This gives rise to 
the basic question as to the value of the 
prevailing style, in other words, whether 
its functioning offers possibilities or not 
for raising substantially, within a 
reasonable period of time, the standard 
of living of those suffering from the 
highest degree of ethical, social, and 
political deprivation.

5
critical poverty

the prevailing style offers for tackling 
the problem of abject poverty, an 
approximate idea of what the term means 
may be useful. In order to gain such an 
idea, a study has been made of the regional
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situation as regards some basic consumer 
goods —  foodstuffs (meat, cereals and 
others) and clothing (including foot
wear) —  and this situation has been com 
pared with the average levels obtained in 
Argentina.

As may be seen from table 8, the 
standards of consumption of at least 
70 per cent of the Latin American 
population differ greatly from the figures

for Argentina, except in respect of 
cereals, where the figures reflect the 
unbalanced diet prevailing in large 
sectors of the region. In constrast, the 
consumption figures for the third 
stratum (the 20 per cent in the income 
bracket inmediately below the top 10 per 
cent) are close to the Argentine average, 
and those of the group in the highest 
income bracket considerably surpass it.

Table 8
PER CAPITA CONSUMPTION OF FOOD, CLOTHING AND FOOTWEAR IN 

ARGENTINA AND IN  THE D IFFERENT POPULATION 

STRATA OF LATIN AMERICA, 1970 

(1960 dollars per capita)

L a t i n  A m e r i c a

Argentina
Poorest

20%
N ext 
50%

20% below 
the 

richest 
10%

Richest
10%

Food 317 42 133 251 515

Meat 81 4 19 71 172

Cereals 29 16 29 47 74

Other 207 22 74 133 269

Wearing apparel 93 6 25 85 221

Clothing 69 4 17 63 172

Footwear 24 2 8 22 49

Source: c e p a i , ,  estimates on the basis of national surveys.

Table 9 continues the exercise of 
appraising the magnitude of the increases 
which would be necessary to reach the 
levels of Argentina and of establishing in 
what proportion they should be distri
buted among the groups for each group 
to attain this objective.

The size of the increases needed is 
immediately obvious: except in the case 
of cereals, the consumption of the 
different items would have to double or 
nearly so. It goes without saying that the 
greatest increases would have to be 
concentrated in the poorest 20 per cent.



STYLES OF DEVELOPMENT IN LATIN AMERICA /  Aníbal Pinto 123

Table 9 
LATIN AMERICA:

INCREASES IN FOOD, CLOTHING AND FOOTWEAR NEEDED 

TO ACHIEVE PER CAPITA CONSUMPTION 

OF SUCH ARTICLES AT LEAST EQUAL TO AVERAGE CONSUMPTION OF THEM IN

ARGENTINA IN 1970

Necessary
percentage

Share o f total increase corresponding to 
the different population strata

increases 
over present 
availability 
o f each item

Poorest
20%

Next
50%

20%  below 
the 

richest 
10%

Richest
10%

Food 90.9 34.3 57.4 8.3 —

Meat 118.1 32.9 61.0 6.1 —

Cereals — 15.6 43.0 — 85.0 58.0 —

Other 125.4 31.2 56.4 12.5 —

Wearing apparel 99.0 32.9 64.1 3.0 —

Clothing 101.7 32.3 64.5 3.2 —

Footwear 91.1 34.7 62.5 2.8 —

Source: CKPAL, estimates on the basis of national surveys.

The next 50 per cent would also have to 
receive a somewhat higher share than 
that corresponding to their share of the 
population, however, particularly as 
regards clothing and footwear.

Lastly, table 10 shows the rates of 
growth which would have to be attained 
over different periods of time (five, ten 
and fifteen years) for the population of 
the region to reach the levels of consump
tion desired.

Undoubtedly the effort required is 
a big one. In order to attain the objective 
in question within a period of five years, 
expansion rates beyond the possibility 
of any system would be required, and 
even if this period were extended to ten

years, considerable strain would be put 
on the productive system32.

These growth requirements, which 
are far from encouraging any simplistic 
optimism, are associated with urgent 
needs in other fields of major importance 
to social welfare, such as health, education 
and other community services, which also 
call for huge resources if the situation

32On this point, see table 3 and in 
particular the growth rates of traditional in
dustries in Brazil. Even bearing in mind that 
these also include goods consumed above all by 
high-income groups, at existing expansion rates 
it would take more than 15 years to reach the 
levels indicated.
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Table 10 
LATIN AMERICA:

ANNUAL ACCUMULATIVE GROW TH RATES OF FOOD, CLOTHING AND FOOTWEAR 

PRODUCTION NECESSARY FOR THE REGION TO ACHIEVE W ITHIN FIVE,

TEN AND FIFTEEN YEARS A MINIMUM PER CAPITA CONSUMPTION OF 

SUCH ARTICLES EQUAL TO THE AVERAGE FOR 

ARGENTINA IN 1970

5 years 10 years 15 years

Food 16.7 9.6 7.3

Meat 19.8 11.0 8.2

Cereals —0.4 1.2 1.8

Other 20.5 11.4 8.5

Wearing apparel 17.6 10.0 7.6

Clothing 18.0 10.2 7.7

Footwear 16.7 9.6 7.3

Source: CEPAL estimates on the basis of national surveys.
N .B.; These rates were calculated on the assumption of a  2.9 per cent annual increase in the population of Latin America.

of abject poverty is to be radically 
changed.

At the same time, to put things on a 
realistic plane, it should be realized that 
the average levels of consumption in 
Argentina are very high, both compared 
with those prevailing in the region and 
also compared with hypothetical subsist
ence consumption targets.

According to a recent study33, if 
these targets are to be achieved and 
abject poverty eliminated, the lowest

99 See “ La alimentación en América 
Latina dentro del contexto económico regional 
y  mundial’*, (preliminary version), a document 
prepared b y  the c e p a l /f a o  Joint Agriculture 
Division for the thirtheenth f a o  Regional 
Conference for Latin America, August 1974,

income of the poorest 50 per cent of the 
Latin American population should be at 
least 238 dollars (at 1970 prices) per ca
pita per year: a sum which would enable 
this stratum of the population to satisfy 
their minimum needs of clothing and 
food. Around 1970, actual income was 
73 dollars per year for the poorest 30 per 
cent of the population and 122 dollars 
for the poorest 50 per cent.

In view of the foregoing, table 10 
was prepared, which shows the per capita 
income of the different strata in 1970, 
with projections for 1980, the target 
being to raise minimum per capita income 
to at least 238 dollars per year. In order 
to make the outlooks clearer, two 
hypotheses were made. The first assumes 
a modification of the 1970 distribution
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structure, whereas the second assumes no 
change in the structure.

In the first case, in order to achieve 
the desired consumption with a rate 
of increase of average per capita income 
of 3 per cent per year —  similar to the rate 
recorded in the 1960s —  the income of 
the poorest 30 per cent of the region’s

population would have to increase at a 
rate of 12.5 per cent per year, while for 
the poorest 50 per cent the rate of increase 
would have to be 6.9 per cent. For this 
to be possible, the relative shares of each 
stratum in total income would have to 
be changed34. As may be seen from 
section IV of table 11, this would involve

Table 11 
LATIN AMERICA:

PER CAPITA INCOME BY STRATA IN 1970 AND PROJECTIONS FOR 1980 

ON THE ASSUMPTION THAT MINIMUM PER CAPITA INCOME WILL REACH AT 

LEAST 238 DOLLARS PER YEAR, W HICH IS THE AVERAGE 

PER CAPITA SPENDING ON FOOD AND CLOTHING OF THE 30 PER CENT 

OF THE POPULATION WITH INCOMES HIGHER THAN THE MEAN 

(1960 dollars and annual growth rates)

i

Per capita 
income in 

1970

u
Hypothesis I  

3%  annual increase 
in the average per 
capita income o f 

the region

H I

Hypothesis ¡I 
Retaining the 1970 

distribution 
structure

IV

Percentage share 
o f each stratum  
in total income

Per
capita
income

Annual
rate

1970-1980

Per
capita
income

Annual
rate

1970-1980

Hypothesis
1

Hypothesis
11

First 30% 73 238 12.5 238 12.5 12.0 8.3

First 50% 122 238 6.9 238 6.9 20.1 13.9

Next 20% 306 381 2.2 595 6.9 12.9 13.9

20% before the top 
10% 616 767 2.2 1 200 6.9 26.0 28.0

Top 10% 1 945 2 424 2.2 3 794 6.9 41.0 44.2

Top 5% 2 630 3 277 2.2 5 130 6.9 27.7 29.9

Total 440 591 3.0 860 6.9 100.0 100.0

Source: Column I; Cl: PM. esiimaies on the basis of national surveys.

only quite modest changes in the shares 
of the sectors situated in the upper half 
of the distribution pyramid, and these 
would moreover be compatible with

3*It should be borne in mind that such 
changes would not necessarily mean
monetary transfers from one group to another. 
They could also be brought about through 
material transfers financed, of course, through

absolute increases in their income bet- fiscal and monetary channels.
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ween 1970 and 1980. Thus, for example, 
although the share of the richest 10 per 
cent of the population would drop from 
a little more than 44 per cent to 41 per 
cent, their income would increase from 
1,945 dollars in 1970 to 2,424 in 1980.

The situation is different if we 
assume that the 1970 distribution 
structure is to be maintained, as assumed 
in the second hypothesis. In this case, 
for the poorest 50 per cent to reach the 
minimum level established, -per capita 
income would have to increase annually 
by almost 7 per cent —  more than double 
the historical rate —  which is of course 
beyond the realm of reasonable possibility.

In other words, if an objective more 
modest than that indicated in the previous 
exercise is fixed, the target aimed at

would not be excessively ambitious if in 
one way or another an appreciable but 
not radical transformation could be made 
in the distribution structure. Although 
this is not the place to develop this subject, 
it should be noted that the foregoing 
clearly shows that, as far as average per 
capita income is concerned, the elimina
tion or substantial reduction of abject 
poverty is not a utopian ideal. And it is 
even less so if the problem is looked at 
from a realistic point of view, i.e., bear
ing in mind the degree of development 
of the production potential and the dif
ferent possibilities of using and allocat
ing such potential.

At all events, however, the problem 
cannot be solved without a considerable 
mobilization and reallocation of human 
and material resources.

6 
Options

The above statement is confirmed to 
some extent by the exercises which have 
been carried out using a numerical model 
in a joint project undertaken by the 
Economic Development Division and 
the Economic Projections Centre of 
C E P A L ?

On the basis of the prevailing growth 
style, a fairly dynamic rate of expansion 
(7 per cent per year), and a background 
typical of an economy similar to that of

35See in particular c e p a l , Un modelo 
para comparar estilos de desarrollo o políticas 
económicas optativas, E/CN. 12/907, 1971
and “Different development models or styles” , 
Economic Bulletin for Latin America, Vol. 
X IX , Nos. 1 and 2, 1974, United Nations 
publication, Sales N°: E.75.II.G.2.

Brazil (and to some extent, therefore, 
of the region as a whole), an attempt has 
been made to show what would occur 
towards the end of the century as regards 
some basic features, among them em
ployment and income distribution, 
which are closely interrelated.

As far as employment is concerned, 
the proportion of the labour force 
which is unemployed or employed in 
backward strata (the primitive stratum 
and the lower part of the intermediate 
stratum) would drop from 53 to about 45 
per cent between 1970 and the end of the 
century, although its size in absolute 
terms would double. The composition of 
this group wouId undergo a marked 
change, becoming more urban than rural.
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The consequent differences in pro
ductivity would become more pronounced, 
and by the end of the period productivity 
in agriculture and traditional services 
would only amount to a quarter of the 
national average and a much smaller 
fraction of the productivity of the modem  
stratum.

This concentration of technical 
progress (and its effect the absolute or 
substantial marginalization of a large 
sector of the system) is matched symetri- 
cally as regards the distribution of its 
fruits.

As indicated in a study quoted 
earlier36, “the insight into the distribu
tion of income which can be obtained 
from the model follows directly from 
the employment structure and its evolu
tion. . .  There is some improvement, 
but the basic imbalance remains. By 
the end of the century there has been 
some upward shift in the relative 
composition of the labour force: the low 
income group declines to less than half 
of the total, the middle group is marginally 
larger and the high income group is con
siderably larger, accounting for about 
one sixth of all income recipients”.

Thus, the point raised previously 
crops up once again: namely that while 
the style admits of or involves a certain 
degree of “déconcentration” or “ leve
lling up”, it involves above all the 
absolute or considerable marginalization 
of an appreciable proportion of the 
“poorest half”.

In order to define the foregoing 
aspects more clearly, a summary exercise 
was carried out which appears in table

36“Different development models or 
styles” , op. cit., pages 45 and 46.

12. Here, two hypotheses are put forward 
with respect to policies which might be 
proposed for reducing the degree of 
heterogeneity of production characte
ristic of the Latin American structure or, 
looked at from the opposite point of view, 
for promoting a definite movement 
towards the homogenization of that 
structure. For this purpose a long-term 
view is taken from 1970 to the year 2000.

The first hypothesis is the more 
radical. It involves the disappearance 
of the primitive or subsistence stratum 
and the reduction of the intermediate 
stratum. In this way, the share of the 
modem stratum in employment would 
increase from 15 to 70 per cent, while the 
proportion of the production of the 
product generated by this stratum 
would increase from 57 to almost 76 per 
cent. The economy in question would 
therefore show a very high level of 
homogeneity and modernization by about 
the year 2000. For this to be possible, 
the overall economy and the modem  
stratum would have to grow rapidly (at 
rates of 7 and 8 per cent, respectively) 
and the average productivity of the mod
em stratum would continue to be that of 
1970, although the average productivity 
of the system as a whole would increase 
by 4.4 per cent per year.

Obviously, this picture is very different 
from the real possibilities. At the same 
time, it should be borne in mind that, 
even in this extreme or utopian version, 
it does not involve, as has sometimes been 
thought, any suggestion of a technologi
cal holdup or freeze, since the pro
ductivity of the economy as a whole 
increases, as we have seen, at the very high 
rate of 4.4 per cent. Moreover, as far 
as the modem stratum is concerned.
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Table 12
LATIN AMERICA: PROJECTION OF 

PRODUCTIVITY SECTORS TO THE YEAR 2000,

ON THE BASIS OF A TREND TOWARS GREATER HOMOGENEITY 

IN THE ECONOMY

Percentage structure
----------------------------  Product per employed Annual average growth
Employment Product person (!  960 dollars) rates (1970-2000)

1970 2000 1970 2000 1970 2000 Employ
ment Product Produt

worKei

Hypothesis A

Primitive sector 35 — 4.7 — 210 — — __ —

Intermediate sector 50 30 38.1 24.3 I 200 4 400 1.0 5.4 4.4

Modem sector 15 70 57.2 75.7 6000 6 000 8.0 8.0 0.0

Whole economy 100 100 100.0 100.0 I 500 5 500 2.6 7.0 4.4

Hypothesis B

Primitive sector 35 9 4.7 1.5 210 900 — 2.0 3.0 5.0

Intermediate sector 50 37 38.1 24.4 1 200 3 900 1.5 5.5 4.0

Modem sector 15 54 57.2 74.1 6000 7 700 7.0 8.0 1.0

Whole economy 100 100 100.0 100.0 1 500 5 500 2.6 7,0 4.4

N.B.: In hypothesis A the primitive sector is absorbed by the modem sector, whose labour force increases by 8% annually while 
its product per person employed remains unchanged.

the fact that its average productivity 
would be maintained does not exclude 
the possibility that within this unchanging 
global level there could be branches or 
enterprises which would increase their 
efficiency at much more rapid rates: 
even at rates more rapid than that of 
the growth of the overall economy.

The second hypothesis postulates 
more moderate changes. It assumes that 
in the year 2000 the subsistence stratum 
will still contain almost 5 per cent of the 
active population, but thanks to the 
decrease in its size, its per capita product

will have increased from some 200 to 
some 900 dollars per year. The inter
mediate stratum, for its part, would have 
a greater role to play in absorbing some 
of those displaced from the subsistence 
economy. Thus, as is evident, the modern 
stratum would become more important 
as a source of employment and would 
also have a greater possibility of increas
ing both its average productivity (1 per 
cent per year) and that of top priority 
branches or enterprises.

These exercises, it must be stressed, 
are neither prophecies nor programmes.
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Between them and the concrete reality 
of the near and more distant future stand 
the actions of society (on both the 
domestic and external levels) and, from 
a more specific point of view, the

7 
Some vital

In any event —  going back to the initial 
theme —  this discussion leads us 
inevitably to the essential question of 
the possibility of introducing the changes 
which are considered to be desirable, 
necessary and historically viable in the 
light of material circumstances and 
within a given period of time. Put in 
other words, closer to those used in the 
discussions we all know so well: Is it a 
question of changing the style  of devel
opment or must the system  also be chan

t s 7 ged .
It is clear that we cannot provide an 

answer to the question. Further, we do 
not believe that there can be any answer 
which is valid for all times and places 
and which does not specify the concrete 
terms in which it holds good. From this 
point of view it seems obvious that, while

37 For a different approach, but one which 
is still relevant to these problems, see the 
author’s study Inflación: raíces estructurales, 
and particularly the article “Heterogeneidad 
estructural y modelos de desarrolllo reciente 
de la América Latina” (pp. 104 and following). 
Fondo de Cultura Económica, Mexico City, 
1973. See also the study by A. Pinto and A. 
Di Filippo, “ Nota sobre la estrategia de la 
distribución y la redistribución del ingreso 
en América Latina” , in Distribución del 
ingreso by Alejandro Foxley (compiler), Fon 
do de Cultura Económica, Mexico City, first 
edition, 1974.

economic and social policies followed. 
In other words, they are and will be only 
as valid as the assumptions on which they 
are based, which are by definition 
changeable.

questions

certain changes in a prevailing style 
may imply or require radical changes in 
institutional and political parameters 
—  i.e., in the system —  there are others 
which fit within an existing framework, 
although they will always call for some 
review and adjustment of it. The historical 
experience to which we referred in the 
first section provides many different 
examples of this.

Furthermore, the same experience 
also shows us that replacing one system  
by another does not mean the disappear
ance of all the problems of the former 
style, although it can indeed bring new 
ones with it, to the distress of “ utopian 
ideology”. But this alone does not 
disprove the need for or advisability of 
such a change.

From a more specific point of view, 
and thinking of Latin America and its 
problems. I would make so bold as to 
argue, for example, that there are a num
ber of countries which could eliminate 
or substantially mitigate abject poverty 
within a reasonable period of time, without 
a total transformation of the existing 
system being necessary, although it 
would of course have to undergo marked 
changes in its structure and operation.

The situation of other countries is 
different, but even in respect of these
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it should be borne in mind that in quite a 
few cases the problem is not just that of 
changing the system but also of dealing 
with aspects of major importance or 
complexity regarding such matters as 
resource endowment, economic size, na
tive cultures which are difficult to

“modernize” or activate in the context 
of traditional structures, etc.

In the final analysis, only by trial 
and error will it be possible to find the 
answers to each situation and to each 
desired change in the existing style.
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Approaches to 
development : who 
is approaching 
what?1
Marshall Wolfe*
After several decades of thinking and 
action about development, controversy 
still persists over the objectives it should 
pursue and the means that should be 
adopted in order to secure it.

This article does not pretend to put 
forward a solution of its own, but simply 
tries to suggest an existential conception 
of development, which is viewed as an 
unceasing effort to impose a rational form 
based on a particular set of values on an 
actual situation which does not readily 
lend itself to this. It begins by analysing 
the difficulties of defining and orienting 
development, both from the academic 
and the political point of view, and goes 
on to enumerate some of the recom
mendations which have been made in this 
respect by the United Nations General 
Assembly and c e p a l . Subsequently, it 
makes a critical analysis of the uniform 
development requirements which emerge 
from these expressions of international 
consensus, notes their links with the 
present world order, and describes the 
position of the Latin American countries 
in this context. Finally, it distinguishes 
the main criteria which have been used 
to define the ends and means of develop
ment (the utopian normative, the techno
cratic rationalistic and the socio-political 
approaches) and concludes with a critical 
analysis of the agents of development.

•Director. Social Development D iv is io n , c e p a  I..

“Development” under 
question: the feasibility 

of national 
choice between 

alternative styles

International discourse since the 1940s 
has postulated that the term “develop
ment” refers to an intelligible process 
that can be furthered by rational action 
within the framework of nation-states 
—  that is, by “planning”. The partici
pants in the discourse have disagreed 
radically with one another concerning 
the nature of the national and inter
national orders within which development 
is to take place, in their evaluations 
of what is happening, and in their 
prescriptions for action. Variants on 
the vision of linear, progress, according 
to which the “developed” countries have 
both the capacity and the duty to help 
others follow in their own path, have 
continually clashed with variants on 
the vision of societal transformation, 
according to which the development of 
poor countries requires inter alia 
liberation from exploitative relationships 
that have made the “developed” countries 
rich and dominant. Nevertheless, 
arguments have proceeded within an 
implicit consensus that there can be 
only one kind of development: a process 
with certain societal preconditions, 
going through predictable stages,

'The present paper continues an exploration 
begun in “Development: Images, Conceptions, 
Criteria, Agents, Choices” (Economic Bulletin 

fo r  Latin America, Vol. xvn i, N0’ 1 and 2, 
1973).

1 .
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requiring accelerated capital accumu
lation and technological-entrepreneurial 
innovation, leading to the formation of 
national societies and economies 
predominantly urban and industrial, 
imbued with “modern” attitudes towards 
the world and citizenship, capable of 
continually rising production of goods 
and services and, eventually, of ample 
satisfaction of the consumption demands 
of their members. It follows that there 
can be only one optimal way to develop; 
the task, then, is to define it, diagnose 
the deviations from it of the society in 
question, and prescribe means of setting 
that society on the correct path.

At present, while the international 
machinery deriving from this interplay 
of conflict and consensus over develop
ment continues to ramify and the list of 
internationally accepted requisites for 
development continues to lengthen, the 
view of development as a uniform 
definable sequence to which all national 
societies must conform under penalty 
of remaining poor and backward is being 
challenged from many different theoreti
cal, ideological and valorative positions. 
Some critics question whether “develop
ment” is a meaningful concept and trace 
it to an ethnocentric supposition of the 
duplicability of the experience of a few 
“Western” societies during a certain 
period of history, or to a misleading 
analogy, deeply rooted in “Western” 
thought, between change in societies 
and “development” in living organisms. 
For example:

■  “A fair amount of effort has been 
given to attempts at definition as 
well as to the argument that develop
ment ‘in generaF or ‘as such’ is a 
proper or sufficient goal of national

and international activity. But it is 
insufficiently pondered how strange 
and remarkable is our use of the 
term. We proceed as though ‘every
one knows’ what it means. And, to be 
sure, at a common-sense level 
everyone does. . . .  The common- 
sense meaning is clear: to be develop
ed is to be Western. Or, if this seems 
ethnocentric, offensive, ‘modern’.
. . .  The defining characteristics of 
modernity in the West have not been 
achieved by an effort, consciously  
and nominally, ‘to develop*. This 
is a post-hoc rationalization, a 
convenient fiction to give history 
‘meaning’. . . .  We do not know, 
with anything approaching complete
ness and certainty, how to make a 
pre-modern State modern. ...E v e n  
if we had such knowledge, it would 
not solve the problem of development 
if this is conceived as achievement 
of a certain set of now-known, defining 
characteristics which, if achieved, 
would make all nations ‘developed’. 
For the most highly developed 
nations are in a period of rapid 
transformation. . . .  When developing 
countries seek to become developed 
through the use of administrative 
means currently favoured in indus
trialized countries, they will, if 
successful, be re-creating ‘vanished 
civilizations’. . . .  The present enthusi
asm for development is a wondrous 
thing: everyone is for it, but what it 
is —  other than a transient pattern —  
is open-ended, baffling”2.

2Dwight Waldo, “Reflexions on Public 
Administration and National Development”, 
International Social Science Journal, XXI, 2, 
1969.
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■  “The more concrete, empirical, and 
behavioural our subject matter, the 
less the applicability to it of the 
theory of development and its several 
conceptual elements. It is tempting 
enough to apply these elements to 
the constructed entities which abound 
in Western social thought: to civili
zation as a whole, to mankind, to total 
society; to such entities as capitalism, 
democracy, and culture. . . .  Having 
endowed one or other of these with 
life through the familiar process of 
reification, it is but a short step to 
further endowment with growth. . .  .It 
is something else entirely, however, 
when we try, as much social theory 
at present is trying, to impose these 
concepts of developmentalism upon, 
not constructed entities but the kind 
of subject matter that has become 
basic in the social sciences today: 
the social behaviour o f human beings 
in specific areas and within fin ite  
limits of time. . . .  The model of 
Western Europe and its seeming 
direction of social change during 
the past half-dozen centuries. . .  
is made the trend of social change 
for all human civilization and, as 
countless studies of the so-called 
modernizing nations suggest, the 
stereotype for their individual 
analysis —  and also their recons
truction”3.

The dismissal of “development” as 
an updated version of the “Western” 
myth of progress naturally cannot

^Robert A. Nesbit, Social Change and 
History: Aspects of the Western Theory of 
Development (London, Oxford University Press, 
1969).

satisfy political leaders and ideologists 
who start from the premise that the 
present situation and future prospects 
of their societies are unacceptable, 
however congenial they may find the 
discrediting of “Western” models. 
Rational action based on a valid 
interpretation of the society in question 
and aimed at a preferable future must 
be possible. If “development” as 
previously conceived is unattainable, 
undesirable, or meaningless for the 
society, then “true” development must 
mean something else. “Development” 
becomes a path to be chosen by each 
national society on the basis of its values 
rather than a mould to be imposed on 
it. The undercurrents of voluntarism 
in developmental discourse continually 
reappear in differing forms in response 
to political demands. Several related 
questions then come to the fore: Can 
“development” mean anything anyone 
wants it to mean? D o all of the national 
societies now on the world stage have the 
capacity as well as the right to “develop”? 
Can a society or agents acting in the 
name of a society choose images of the 
future different from those hitherto 
current, unconstrained by the society's 
past and present, and convert these 
images into reality through rational 
action? Under what conditions? If it 
is granted that development can and 
should mean different things for 
different societies and that the attain
ment of viable and acceptable national 
style of development4 depends as much

4See Report on a Unified Approach to 
Development Analysis and Planning, Prelimi
nary Report o f the Secretary-Genera i (E/CN.5/ 
477, 25 October 1972) which distinguishes 
between the “real style of development” of a
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on political will as on economic and 
cultural preconditions, what is the 
relevance of international prescriptions 
laying down what “development” should 
be?

In the International Development 
Strategy adopted by the General 
Assembly in 1970 and in numerous 
other declarations within the framework 
of the United Nations, Governments 
have agreed on utopian-normative 
standards for development that have 
not been met convincingly anywhere 
in the world and have called for studies 
demonstrating how to bring development 
processes into closer correspondence 
with these standards. The international 
declarations juxtapose and try to 
reconcile propositions deriving from 
quite different conceptions of develop
ment. The most authoritative and 
coherent formulation —  in paragraph 
18 of the International Development 
Strategy —  contains at least three

national society (that is, what is actually hap
pening, on the supposition that no society is 
static), and “preferred styles” (that is, what 
certain forces in the society want to happen). 
It is assumed that several preferred styles will 
normally be competing for attention within a 
given society and that overt preferences can mask 
quite different real preferences. In the present 
paper, the term “prevailing style” is used as 
equivalent to “ real style” , and refers to the 
variants of dependent capitalism prevailing in 
most of Latin America. The terms “original”, 
and “value-oriented” refer to  preferred styles 
that correspond to the criteria for styles combin
ing “acceptability” and “viability” set forth in 
the “unified approach” report. “Styles of 
development” emanate from social systems, as 
conceptualizations of their processes of growth 
and change, and may or may not give rise to 
explicit strategies.

separable propositions: (i) that “the 
ultimate purpose of development is to 
provide increasing opportunities to 
all people for a better life” ; (ii) that 
the more specific objectives associated 
with this purpose (rapid growth, 
structural change, more equitable 
distribution of income and wealth, 
expansion of social services, safeguar
ding of the environment) are “parts of 
the same dynamic process”, simul
taneously ends and means; (iii) that 
it is feasible as well as desirable to move 
toward all objectives at the same time 
and in a “unified” way. The Strategy 
spells out the social objectives that are 
to be unified in a formidable list of 
commitments expressed in general 
terms; elsewhere it concentrates on the 
more traditional economic objective of 
a rate of growth in production of at 
least 6 per cent annually and (in 
relatively precise terms) on the economic 
requisites for attainment of this objective.

The above propositions are compa
tible with one another, but endorsement 
of any one of them does not require 
acceptance of all the others. The social 
objectives remain vulnerable to 
arguments that accomplishment of the 
“ultimate” purpose of development 
requires immediate concentration on 
rapid growth, that no society is capable 
of “unified” pursuit of all the other 
objectives set forth in the Strategy, and 
that governmental attempts to do so 
within existing political systems and 
resource limitations will simply paralyze 
the capacity —  insufficient at best —  
to accelerate economic growth. The 
economic target, for its part, is equally 
vulnerable to arguments that policy 
concentration on very high rates of
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economic growth unavoidably exacerbates 
societal tensions, heightens maldistribu
tion of wealth and power, and distorts 
life styles in ways that will make the 
“ultimate purpose” ever harder to 
approach.

It is probable that international 
discourse concerning development will 
continue to vacillate between conceptions 
of development subject to the economic 
Kingdom of Necessity (however this 
may be envisaged) and conceptions of 
development as at least potentially a 
variable embodiment of societal values 
and choices5. Experiences up to the 
present strengthen the negative sides 
of both the arguments summarized 
above:,the real processes of “development” 
are not incontrovertibly enhancing 
human welfare even in the high-income 
countries and their long-term viability 
is in doubt, while the attempts to 
formulate and apply original, auto
nomous, human-oriented styles of 
development continue to founder in their 
confrontations with reality or to survive 
at a price that leaves their promise 
unfulfilled.

The present paper will explore the 
value-oriented propositions in the more 
recent international declarations as 
elements for a coherent reconceptuali
zation of development and for the 
definition of original styles of develop-

6 Questions of this kind, of course, were 
debated in Latin America as well as other parts 
of the world long before the term “development” 
became current. Most of the present arguments 
were paralleled in Mexico, in particular, prior 
to and during the Revolution. See Amaldo 
Córdova, L a ideología de la revolución mexicana: 
Formación del nuevo régimen (Mexico, D.F., 
Ediciones Era, 1973).

ment compatible with real national 
situations within the real world order. 
It will confront the elements with the 
central suppositions of development 
theories up to the present; with the 
characteristics of the world economic 
and political order; with the position 
of Latin America within this order; and 
with the different types of national 
societies and life-styles now emerging in 
Latin America. The exploration will 
treat conceptions, aspirations and 
societal images as capable of exerting 
real influence on what happens and as 
not entirely predetermined by economic 
laws or class interests, but it will avoid 
reifying them, or treating “develop
ment” as an ideal reality existing apart 
from what societies actually do, and to 
which they can approximate to the extent 
that they broaden their understanding 
of what it “really” is. The paper assumes 
that present international demands for 
a “unified approach to development”, 
for “autonomous and original styles of 
development”, etc., derive from a 
justified rejection of present trends and 
prospects, and present a challenge to 
all would-be analysts and agents of 
development that should not be ignored 
or evaded. It also assumes that the 
expressions of this challenge are suscep
tible to over-generalization, evasion of 
the more formidable difficulties, content
ment with ritualistic reiteration of good 
intentions, and delusions that infallible 
and painless solutions to all problems are 
somewhere waiting to be discovered.

These shortcomings are associated with 
the extremely varied and partly incom
patible pressures and preoccupations 
that impinge on the demands for norma
tive approaches to the problems of
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development, and that can be reconciled, 
at the level of international discourse, 
only through eclectic compromise 
formulas. The main pressures and 
preoccupations can be set forth as 
follows:

(a) Since the beginning of international 
concern over development, certain 
currents of opinion have concentrated 
on the formulation of ever more inclusive 
formulations of human rights, including 
rights to defined levels of living and 
social services. The proponents of 
human rights have dealt in absolutes: 
rights are the same everywhere and 
should be enforceable immediately, 
whatever the specific circumstances of 
the society. It follows that only one style 
of development is acceptable —  and 
that must be a style very different from 
any of those prevailing. The standards 
for rights have derived mainly from 
the high-income industrialized countries, 
in which it can be assumed that material 
capacity for honouring of the rights 
is present, and in which strong political 
movements and pressure groups demand 
that they be honoured. In most of the 
rest of the world neither of these 
conditions has been present. Govern
mental endorsement of rights requiring 
the commitment of important resources 
(e.g., universal education) has served 
partly as a symbolic substitute for 
action or promise of future action, and 
partly as a basis for demands on the 
high-income countries that they help 
finance observance of the rights they 
have endorsed. Development analysts 
and planners, for the most part, have 
treated the “rights” as non-binding 
expressions of good intentions, even

when, within their own production- 
oriented conceptions of development, 
they have given high priority to 
improvement of education, nutrition 
and public health. Within national 
societies arguments based on “rights” 
that are universal in principle become 
weapons of different classes or groups 
to strengthen their claims to a larger 
share of public resources that cannot 
be stretched thin enough to satisfy 
all the claims. The State confronts an 
incessant clamour from inter es t-gro ups 
and localities demanding that it “solve 
their problems” as a matter of right. 
Meanwhile, movements centring in the 
high-income countries continue to 
generate and obtain international 
approval for new formulations of rights, 
particularly in regard to public social 
services. The continuing confrontation 
of real development processes with 
“rights” that stand for international 
consensus on the content of a just 
social order is indispensable to the 
rethinking of development. However, 
permanent tension is to be expected 
between the universalistic pretensions 
of the rights formulations (with their 
derivation from certain types of 
societies and historical processes) and 
the quest for autonomous and viable 
styles of development under conditions 
in which no conceivable agents of 
development will be able to “take into 
account” all the desiderata that are 
thrust upon them.

(b) The high-income industrialized 
societies, in both the “capitalist” and the 
“socialist” váriants, have encountered 
multiple crises —  of values, of resources, 
of capacity of their dominant forces 
to accomplish their declared aims, of
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capacity to maintain high levels of 
employment and consumption except 
at the price of inflation and environ
mental degradation —  that have shaken 
their self-confidence and partly discredi
ted them as models for “development”, 
“modernization”, or the “welfare state”. 
Their advances in planning, information 
systems and social science research have 
not saved them from drifting to the brink 
of such crises, then taking action in 
an atmo sphere of i mprovis ation and 
catastrophist publicity. The question 
comes to the fore whether they are not 
as much in need of a rethinking of 
development as the rest of the world, 
and even more inhibited in making the 
needed changes by the expectations 
and institutional rigidities that derive 
from their past successes. In the present 
context, it is worth emphasizing that 
their special preoccupations project 
themselves into the discussion of new 
styles of development for the rest of the 
world through the dominance of their 
academic and cultural institutions, and 
through the extent to which their shifts 
in resource use, consumption patterns, 
environmental standards, etc., affect 
what can actually be done elsewhere. 
The problems of “post-indu striai” or 
“post-modern” societies unavoidably 
become intertwined in the developmental 
thinking of societies that have experi
enced the process of “ industrialization” 
and “modernization” only in partial 
and distorted forms.

(c) The “developing” countries that 
have attained high rates of economic 
growth and “modernization” have not 
been able to convert these processes into 
generalized enhancement of welfare

and societal participation. The dominant 
forces in some of them remain convinced 
that they will eventually be able to do 
so and that there is no other practicable 
path to the “provision of increasing 
opportunities to all people for a better 
life”; consequently, they feel that the 
discussion of different styles of develop
ment is dangerous nonsense. Their 
critics argue that their present patterns 
of growth and modernization are 
accompanied by increasing tensions 
that cannot be repressed or managed 
indefinitely, and point to certain 
countries previously held up as 
developmental good examples for their 
high rates of economic growth that have 
since undergone economic and political 
disasters. There is no way of proving 
that either thesis is universally sound, 
but at best the path of rapid, concen 
trated economic growth seems open only 
to a minority among the developing 
countries, and for this minority its 
desirability and long-term viability 
seem less self-evident than a few years 
ago.

(d) The number of formally independent 
national units now on the world stage is 
much larger than at any time since the 
rise of the “modem” nation-state. Many 
of them are so lacking in what have 
been considered the basic preconditions 
for development, or even the basic 
preconditions for “national” indepen
dence, that they can only despair of 
matching up to the conventional 
development prescriptions. If they are 
not to resign themselves to permanent 
dependence on international aid 
combined with the proceeds of raw 
material exports (which may be real
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possibilities for some but not for others), 
they must seek original paths to the 
future. They may rely on solidarity 
with societies in a like position, 
subordinating their “national” autonomy 
to the formation of units large enough 
to se economically and politically viable, 
or they may move toward a closed, 
austere, equalitarian national life-style, 
excluding stimuli toward consumption 
levels they cannot attain. In either 
case, or in trying to combine the two 
strategies, their political leaders and 
ideologists find no dependable pre
cedents or prescriptions for what they 
are trying to do.

(e) Both the rich and the poor societies 
have awakened quite suddenly to the 
implications of present levels and 
geographical distribution of natural 
resources, as they interact with popu
lation and consumption growth trends. 
It is obvious, once the problem is stated, 
that the societies representing the 
overwhelming majority of the world’s 
population will never be able to attain 
levels of per capita resource use 
remotely similar to those already 
attained by a few high-income societies 
in North America and in Europe. It 
is doubtful whether the latter societies 
will be able to maintain their present 
levels and patterns of resource use for 
much longer. For most of the world a 
viable style of development must 
envisage relatively modest levels of 
consumption of non-renewable resources, 
substitution of renewable for non
renewable resources wherever feasible, 
and adequate ecological controls to 
ensure that the latter really are 
“renewable”. The probability emerges

that the low-income countries will 
gradually shift from maximizing 
exports of their non-renewable resources 
to husbanding these resources for their 
own use, in the face of increasingly 
desperate demands for them from the 
high-income countries. Paradoxically, 
the prospect also emerges that the 
low-income predominantly rural-agricul
tural countries will become increasingly 
dependent for food supplies on the high- 
income predominantly urban-industrial 
countries at a time when food production 
surpluses in the latter are vanishing.

(f) The conventional international ap
proaches have assumed that “countries” 
develop and that development is closely 
associated with processes labelled 
“modernization” and “nation-building”. 
It has been postulated that planned 
action at the national level to further 
these processes is both feasible and 
essential, that countries should depend 
on mobilization of internal resources as 
far as possible, but that they can 
rightfully and realistically demand 
financial and technical “co-operation” 
from the high-income “developed” 
countries. Enormous and labyrinthically 
complex international machinery has 
come into being on the basis of these 
suppositions. Factors such as those 
mentioned above, along with certain 
traits of the international co-operation 
machinery itself —  the dubious applica
bility of many of the technical transfers, 
the failure of “planning” to respond to 
the hopes invested in it, the crippling 
indebtedness that has resulted from the 
conditions of financial transfers, etc. —  
have brought the basic suppositions 
into question. Experience has given 
increased plausibility to an alternative
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viewpoint that has been argued (in 
several differing versions) since the 
beginning of the international develop
ment effort: that autonomous develop
ment at the national level is an illusion 
within the present world order, that the 
reality is an international market 
system that generates “development” 
(by the conventional economic criterion) 
at one pole and “underdevelopment” or 
“dependent development” (in the more 
qualified versions) at the other, within 
which imitative modernization simply 
internalizes the patterns of dependence 
and “nation-building” can be no more 
than a façade. Under such interpre
tations, the phenomenon is not simply 
one of exploitation of poor “countries” 
by rich “countries”. The processes of 
polarization are not delimited by
national frontiers, since “modernizing” 
interests in all countries identify 
themselves with the dominant centres 
and benefit from the system at the
expense of the rest of the population. 
It follows that the rich countries are 
inherently incapable of helping others 
to “develop”, as long as both adhere to 
the market order. Some versions go
farther and question whether relations 
between “ socialist” non-market societies 
of the centre and the periphery could 
overcome polarization and dependency 
as long as prevailing tactics of moderni
zation and technological transfers are 
perpetuated. International techn ical 
and financial co-operation, then, un
avoidably conforms to the traits of the 
dominant world order. It necessarily 
strengthens the ties of dependency and 
helps the dominant forces in the 
dependent societies evade the choices 
and sacrifices required for “authentic”

development, whether or not it brings 
them short-term advantages. Since the 
international co-operation movement 
represents a major intellectual and 
emotional investment as well as a source 
of livelihood for thousands of persons 
skilled in manipulating developmental 
symbols, and since there are very few 
societies where the dominant forces are 
prepared to renounce altogether the 
hopes and material advantages it has 
offered, however disillusioned they may 
be with it, its present crisis contributes 
another current to the quest for new 
conceptions of development. Like develop
ment itself, if international co-operation 
is judged futile or deceptive in the forms 
it has taken then it must mean something 
else.

The above pressures and preoc
cupations, taken together, suggest that 
the international debate over the 
meaning of “development” (or some 
other term designating hopes for a 
better future, if the term “development” 
falls into discredit) and the tension 
between determinist and voluntarist- 
normative views, between universalist 
views and culturally specific views, and 
between revolutionary-catastrophist views 
and evolutionary-linear-progress views 
will continue for the foreseeable future. 
The international impingement of 
basically incompatible viewpoints will 
continue to generate eclectic, compromise 
formulations of ends and means.

Each “country” by the fact of its 
formal independence has a recognized 
right to determine its own ends and 
means, but it cannot expect to do so 
with impunity if it defies the real 
constraints imposed by the international
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order and its own endowment of human 
and other resources. It should not 
expect to do so with impunity if it 
disregards the values of social justice, 
human welfare, participation and 
freedom on which the international 
community has reached a consensus.

But are the “countries” real entities 
capable of making choices and claiming 
rights? Who speaks for them? Is 
“development”, however conceived, really 
uppermost in the purposes of the spokes
men and of the masses of their popu
lations?

If the quest for original styles of 
development oriented towards the 
“ultimate purpose” set forth in the 
International Development . Strategy 
is to be more than a utopian exercise, 
it must not only seek to demonstrate 
the viability and desirability of such 
styles, but must identify potential 
agents of them and propose strategies 
in terms intelligible to these agents. In 
international discourse, this is the 
aspect most likely to be evaded.

Statements are either couched in the 
passive voice, or use the term “we” 
in a manner that suggests that their 

authors are certified spokesmen for 

public opinion in the societies striving 
to develop. One of the most explicit 
formulations in an international docu
ment up to the present affirms that: 
“To achieve the desired objective, more 
radical measures . . .  have to be adopted. 
Whether they are feasible or not depends 
heavily on the balance of political forces 
in the country concerned. ...U n le ss  
there is sufficient political commitment 
to the surmounting of these constraints,

efforts to combat poverty are destined 
to fail”6.

Formulations of this kind implicitly 
challenge the realism of most normative 
declarations. It is one thing to suppose 
that a well-meaning government is 
unaware of the things it ought to be 
doing, and quite another to suppose 
that it may be uninterested in or 
incapable of doing these things even 
after exhortation or scolding. If the 
“balance of political forces” is such 
that a government cannot apply the 
“radical measures” required for a 
value-oriented development strategy, 
what follows? One can fall back on 
warnings of dire consequences if the 
advice is not followed, as does the Com
mittee for Development Planning 
document quoted above: “In mustering 
the political will and in organizing the 
required national con sen su s... Govern
ments need to recognize that failing 
to act —  or making no more than token 
responses to mass poverty and un
employment problems —  is likely to 
yield even more disruptive outcom es” .

g
Committee for Development Planning, 

Attack on Mass Poverty and Unemployment 
(United Nations Publication, Sales N°: E. 72. 
tl.A .l 1).

The same point of view is expressed with 
particular clarity in an address delivered by Mr. 
Robert S. McNamara to the annual meeting of 
the Board of Governors of the International 
Bank for Reconstruction and Development 
(Summary Proceedings, Washington, D.C., 25 
September 1972): “Governments exist to
promote the welfare of all of their citizens — not 
just that of a privileged few . . .  absolute human 
degradation — when it reaches the proportions 
of 30 to 40 per cent of an entire citizenry — 
cannot be ignored, cannot be suppressed, and 
cannot be tolerated for too long a time by any 
government hoping to preserve civil order”.
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These warnings have not proved convin
cing in the face of historical evidence 
that the deliberate organization of 
radical structural changes in societies 
is a path with unpredictable consequences 
for the leaders and social forces entering 
upon it, and that if the values and 
perceived immediate interests of the 
forces controlling the State do not 
require such changes, it is safer and 
cheaper for them to allocate resources 
to an effective repressive apparatus.

In some respects, the constraints 
set by the dominant world order now

“To underprice capital for the wealthy and make 
credit expensive for the poor; to allow liberal 
access to scarce resources for the privileged, 
and price them out of reach of the deprived; 
to provide subsidies for the powerful, and deny 
them to the powerless — these are wholly self- 
defeating approaches to development. Such 
policies lead a nation inevitably toward economic 
imbalance and social instability.** The “power- 
fur* and the “ privileged” might answer that 
the State exists precisely to look after their 
welfare, that there is no infallible way of 
guaranteeing economic balance and social 
stability, but that they have in mind ways that 
are more likely to work for them than those 
demanded by Mr. McNamara . . .  or they might 
see fit to agree with him publicly and follow 
their own counsel privately. A remark by Dudley 
Seers is apposite: “ A familiar joke in the 
international scene today is the attempt by the 
‘progressive* economist, domestic or foreign, 
to sell land reform or industrialization, or more 
effective tax collection, or wider educational 
opportunity, or greater independence from a 
foreign power to a government whose raison 
d'etre is precisely the prevention of such 
developments, or at least limiting them to the 
greatest extent possible” . (“The Prevalence 
of Pseudo-Planning”, in Mike Faber and Dudley 
Seers, Ed. The Crisis in Planning (Chatto and 
Windus for Sussex University Press, London, 
1972).)

seem less rigid than they did a few years 
ago. At least, the present multifaceted 
crisis is changing their character in ways 
that make their future problematic. 
Nevertheless, certain elements in the 
world order remain so pervasive that 
no country can embark on a develop
mental path radically incompatible 
with them without the certainty of 
enormous difficulties and sacrifices. 
The dominant life-styles and consump
tion aspirations may prove even harder 
to change than the centre-periphery 
patterns of political, financial, trade, 
and technological dependency to which 
so much attention has been devoted. 
Prescriptions such as that advanced 
by the Development Planning Com
mittee for the elimination of mass 
poverty and unemployment may be 
viable only at the price of protracted 
social struggles with unpredictable 
results, involving the emergence of an 
entirely new power structure. Under 
other circumstances, the quest for 
value-oriented autonomous styles of 
development may make real policies 
even more confused and self-contradic
tory than hitherto, and may terminate 
in disaster for regimes embarking on 
the quest without the will or the 
capacity to handle the consequences.

Value-oriented styles of development 
will require not only agents capable 
of setting the society in motion in the 
desired direction and mobilizing 
popular participation and support. 
They must also meet minimum 
performance standards in terms of 
resource mobilization and allocation, 
production and distribution of goods 
and services, enforcement of priorities, 
etc., without generating unmanageable
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societal resistance. The circumstances 
under which such styles become 
politically possible also ensure consider
able inefficiency and cross-purposes 
during a transitional period of learning 
by experience. There is no reason to' 
expect existing interest-groups to take 
the virtues of the new styles for granted, 
and real shortcomings are bound to 
reinforce their skepticism or hostility. 
The proponents of a new style will be 
under continual temptation to fall 
back on propaganda, intolerance of 
criticism, exaggeration of achievements 
and concealment of mistakes, if they

have a monopoly of power, and on 
compromises whose costs make the 
original objectives unattainable, if they 
do not.

If one assumes that nation-states 
will continue to be the basic framework 
within which processes identifiable as 
“development” will be attempted and 
will succeed or fail, the final question 
is whether and under what conditions 
social forces will become dominant that 
will make the required choices, accept 
the required sacrifices, and hold to the 
thread of rational purpose.

2.
The setting within which developmental 

choices present themselves

(a) Central elements in the international consensus on value- 
oriented development

The most comprehensively normative- 
utopian among the many international 
formulations of criteria for development 
is the Declaration on Social Progress 
and Development approved by the 
United Nations General Assembly in 
1969 as resolution 2542 (x x iv ). The 
Declaration proposes, in considerable 
detail, the “elimination” of all the ills 
that afflict mankind and the provision 
of all the services that any sector of 
mankind might require, within a setting 
of freedom, equal rights, and participa
tion of “ all members of society”. This 
Declaration is the culmination of a 
series of attempts to define “social 
development” as a reality separate from

“economic development” and hospitably 
includes such a wide range of the mean
ings that specialists in the different 
sectors of public social action have 
attached to the term that it is of little 
help towards distinguishing the central 
elements in the international consensus. 
The unanimous approval of such a 
sweeping text, which if taken literally 
would call for transformation of the 
practices and priorities of all the 
organized societies of the world, and 
the minimal attention that has been 
paid to it since, even in the secretariats 
of the international agencies, are 
worthy of note.

The pursuit of universalist “social”
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standards for development could hardly 
go farther. Since then international 
efforts have taken a somewhat different 
direction, also foreshadowed in various 
earlier initiatives: towards the definition 
of a “unified approach” to development, 
conceived as a societal process in which 
“econom ic” means cannot be satisfactorily 
separated from “social” ends, and in 
which the meaning of what is done 
depends on the characteristics of the 
society in which it is done and the 
overall purposes of the dominant forces 
in the society.

The International Development 
Strategy mentioned above states that: 
“...qualitative and structural changes 
in the society must go hand in hand 
with rapid economic growth, and existing 
disparities —  regional, sectoral and 
social —  should be substantially reduced. 
These objectives are both determining 
factors and end-results of development; 
they should therefore be viewed as 
integrated parts of the same dynamic 
process, and would require a unified 
approach”. Another General Assembly 
resolution of the same year —  2681 
(xxv): Unified approach to economic 
and social planning in national develop
ment —  specifies “the need to include 
in such an approach components which 
are designed: (a) To leave no section of 
the population outside the scope of 
change and development, (b) To effect 
structural change which favours national 
development and to activate all sectors 
of the population to participate in the 
development process, (c) To aim at 
social equity, including the achievement 
of an equitable distribution of income 
and wealth in the n a tio n ...”. It hedges 
these general prescriptions by a clause

to the effect they “should be borne in 
mind in development analysis and 
planning processes . . .  according to the 
particular developmental needs of each 
country”.

Most recently, the fifteenth session 
of the Economic Commission for Latin 
America in 1973 adopted as resolution 
320 (xv ) the “Quito Appraisal” of 
the International Development Strategy, 
which goes some distance farther in 
stating criteria for “integrated develop
ment” or “human development”. Such 
development, according to the Quito 
Appraisal :

—  Aims at a “new type of society” , or 
“a social system that gives priority to 
the equality and dignity of man and 
respects and fosters the cultural 
expression of the population”. “Social 
participation in all forms of the develop
ment process must be increased in order 
to achieve ajuster society”.

—  Is incompatible with “traditional” 
social and economic structures and 
requires “qualitative and structural 
changes”. The Appraisal does not 
define the “traditional” structures, but 
states that the needed changes “ include 
the control and sovereign utilization 
of natural resources, the reform of land 
tenure system s. . . ,  the establishment 
of such forms of public or mixed owner
ship of property as each country may 
consider appropriate. . . ,  and any other 
type of substantive reform needed to 
secure that objective”.

—  “Cannot be achieved through 
partial efforts in particular sectors of 
the economy or the social system, but 
only through concerted progress in all 
aspects.” “The very concept of develop
ment must be improved and the
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fragmentary approach to economic 
growth and human development discar
ded . . .  it is necessary to take an 
integrated view of all the social, economic 
and political determinants.”

—  Should not be identified with 
economic growth, which “has frequently 
failed to bring with it qualitative changes 
of equal importance in human wellbeing 
and social justice” and has coincided 
with “the continued existence of serious 
problems such as mass poverty, the 
incapacity of the system of production 
to provide employment for the growing 
labour force, and the lack of economic 
and social participation of broad strata 
of the population”. However, “acelerat- 
ed, harmonious and independent 
growth is essential to the success of 
these qualitative and structural changes”.

—  Should be self-sustaining and 
independent at the national level. 
However, when “a country simultaneously 
tackles all aspects of development and 
promotes the structural reforms needed 
to achieve integrated development, 
experience indicates that imbalances 
occur in the initial stages which make it 
difficult to continue the process. The 
social injustices and tensions which have 
accumulated over the years manifest 
themselves in demands which domestic 
resources cannot meet. In order to 
correct these imbalances, the inter
national co-operation received by such 
a country should not be subject to 
restrictions. . ,

The Appraisal assumes that en
dorsement of the above criteria for 
“integrated development” by the Latin 
American countries is compatible with 
“a high degree of heterogeneity in their 
economies and societies” and also with

“different approaches to the develop
ment process, with each model having 
different options or methods of 
implementation”, and with the pursuit 
of “medium and long-term p olic ies. . .  
whose basic principles, both political 
and economic, differ substantially. 
Hence, there is no single model to 
which the appraisal can refer”.

Taken together, the above criteria 
and suppositions constitute elements 
for a conception of development that is 
both value-oriented and “structural”, 
but compatible with diverse combinations 
of ends and means. They call implicitly 
for a considerable amplification of action 
by the State, informed and given 
coherence by values and the pursuit of 
structural change. They assume that 
such action is compatible with the 
character of the internal social forces 
controlling the State. They assume 
that full “participation” by all strata 
of the population is not merely compat
ible with “ integrated development” 
oriented by the State, but is an essential 
component of such development.

The Appraisal states that “the 
developing countries have adopted 
internal policies and made efforts to 
attain the goals and objectives stipulat
ed” in the International Development 
Strategy. However, “ imbalances”, “ ten 
sions”, and “demands which domestic 
resources cannot meet” have endangered 
or frustrated the efforts of the countries 
embarking on structural changes, this 
indicating a contradiction between the 
ideal of integrated policy and the ideal 
of full participation. The Appraisal 
indicates that up to the present the 
role of the international order has on 
the whole been negative: “the necessary
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co-operation has not been forthcoming 
from the developed countries to comp
lement (internal) efforts”; “countries 
undertaking structural changes in con
formity with the IDS sometimes have to 
face hostility and economic agression 
from abroad”. Nevertheless, the Ap
praisal falls back on future international 
co-operation, governed by a “dynamic 
set of rules”, to be achieved through 
united action of the developing countries, 
to resolve the contradictions between 
integrated policy aimed at structural 
change, limited resources, and the need 
for broader participation, or at least 
reduce to manageable proportions.

The criteria for integrated develop
ment advanced by the Quito Appraisal 
are more focussed and coherent as well 
as more flexible than those of earlier 
international declarations; they rep
resent a clear advance over the con
ceptions of “economic development” as 
a process with its own inexorable laws 
and requirements, to be somehow tamed 
and humanized by “social development” 
governed by detailed universal norms 
derived from the social legislation and

services of high-income countries. In
evitably, considering the circumstances 
of its adoption, while the Appraisal 
calls for far-reaching changes in the role 
of the State and of national social 
forces, in the international order of 
relations between States, and in the 
relations between economic processes 
and human purposes, it does not face 
up to the questions of basic compatibility 
with the national and international order 
and of the capacities of these orders 
for self-transformation. It is open to 
the criticism that it requires a deus ex 
machina at the national level to bring 
order out of the clash of purposes and 
strategies of different groups and the 
complex repercussions, not necessarily 
wanted or intended by any group, of the 
economic, social, political, and demo
graphic processes that are now working 
themselves out in each national society, 
plus another deus ex machina at the 
international level to meet the needs 
that cannot be met nationally, or that 
can be met only at a price —  in terms 
of privations and compulsion 
incompatible with the criteria.

(b) Central elements in the previous international consensus on 
**development” as a process with uniform requirements

As was indicated above, the interminable 
international discussions on development 
during the past three decades never 
arrived at clear agreement on the 
meaning of development and how to 
attain it, but in spite of the continual 
confrontation of propositions deriving 
from Marx and from Keynes and of 
practices ranging between the extremes 
of “central planning” based on State

ownership of the means of production 
and “market economies” restricting 
State intervention to a minimum of 
regulation and infrastructural invest
ment, a partially explicit international 
consensus emerged on the requirements 
of “development” for societies labelled 
“underdeveloped” or “developing” or 
simply “poor”. It is these requirements 
that are now coming under question, in
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regard to their feasibility or their desir
ability or their meaningfulness, although 
even the most radical challenges can 
hardly reject them wholesale, or evade 
their central premise on the indispensa
bility of much higher levels of productive 
capacity.

They can be summarized as follows:

(i) Accumulation. Development sup
poses high rates of capital investment so 
as to increase future capacity for 
production of goods and services. For 
most national societies, accumulation 
must come mainly from domestic 
resources ; main reliance for their 
mobilization and allocation may be 
placed either on the State or on indivi
duals responding to economic incentives.
( ii) Industrialization. No country can 
attain “development” as long as it 
remains predominantly rural-agricultural, 
although export-oriented agriculture may 
support considerable increases in per 
capita income and make accumulation 
possible. The literature often uses “ in
dustrialized” as a synonym for “develop
ed” .
( iii) Agricultural modernization. “ Tradi -
tional” systems of land ownership and 
rural social relationships are associated 
with low productivity, immobilization of 
human resources, unresponsiveness to 
market incentives. According to different 
conceptions the changes may be limited 
to modernization of incentives and 
productive techniques, or may involve 
revolutionary changes in property and 
power.

(iv) Standardization o f  consumer de
mands. With many variations and qua
lifications it h as been assumed that

development requires the bringing of 
continually wider strata, and eventually 
the whole population, into a national 
market for consumer goods, in which 
the rewards of sacrifice in the early stages 
of accumulation will be increasing 
capacity to acquire a wider range of 
industrially-produced goods, with rising 
production and consumption continually 
stimulating each other. The culmination 
of development is then mass private 
ownership of automobiles, television 
receivers, and electrical appliances.

(v) Entrepreneurship. Development re
quires special kinds of responsiveness 
to economic incentives, capacity to 
organize large-scale production, in
novate, and take risks. This function, 
according to different conceptions, may 
best be carried out by private entre
preneurs seeking profit, by managers 
acting on behalf of the State and 
compensated by power or pride in 
contributions to the good of society, or 
by a combination of the two.

(vi) Technological and scientific dif
fusion. Development requires continual 
technological innovation, based largely 
on scientific research. In view of the 
technological superiority of the rich 
countries over the poor and their vastly 
greater research capacities, the needs 
of the latter can be met mainly by 
selective borrowing. This requires 
“technical assistance” furnished by 
“experts” from the technologically 
advanced countries.

(vii) Universal education. Development 
requires many kinds of specialized 
“human resources” and a population 
capable of grasping and responding 
to “modern” incentives. This requisite
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can be , attained only through the 
universalization of primary education 
and the expansion of many kinds of 
secondary, technical and higher 
education, along lines for which the 
“developed” countries offer models.

(viii) Provision o f social services and 
social security. Modernization, urbaniz
ation, and associated changes accom pany
ing development require a widening 
range of public services and protective 
mechanisms, in addition to education, 
to alleviate social tensions and enable 
individuals to function as “human 
resources” , consumers and citizens. 
Views differ as to the priority to be 
given to such services and mechanisms, 
but even the most concentratedly 
economic conceptions of development 
admit their unavoidability. Once again, 
the “developed” countries offer models 
for the organization of social security, 
social welfare, public health, family 
planning, etc., that can be introduced 
and adapted to the extent that the 
stage of development permits.
(ix) Continually expanding participation  
in world trade. Development requires a 
high level of imports to meet the 
demands of industrialization and 
agricultural modernization, and rising 
incomes mean a demand for consumer 
goods that cannot be satisfied from 
domestic production. Thus exports 
must continually rise to pay for imports, 
the prices of exports must not undergo 
pronounced slumps, and, ideally, exports 
of manufactures must gradually gain in 
importance relative to raw materials, 
although volume and prices of exports 
of the latter will continue to be of crucial 
importance.
(x) R ising net financial flow s from

“developed" (rich) countries to “develop
ing" (poor) countries. Only in excep
tional circumstances can the preceding 
requirements be met through the un
aided mobilization of internal resources 
and through foreign exchange derived 
from exports. The development of poor 
countries requires some combination of 
financial grants, low-intercst loans, and 
direct investments coming from the rich 
countries, with the needed proportions 
depending on the initial situation and 
development strategy of the poor country.

Different schools of thought have 
advanced many additional requirements 
for “development” , ranging from the 
taking of power by a class capable of 
imposing determined modes of ac
cumulation and production to the 
transformation of child-rearing practices 
in the family, as more basic than any 
of the above. Consensus on those listed, 
however, has been fairly general. Even 
the proponents of different priorities 
have had to argue, in order to get a 
hearing, that their proposals would 
contribute to the attainment of these 
requirements. It was accepted that the 
future world, to the extent that more 
and more national societies conformed 
to these requirements, would become 
more homogeneous, less conflict-ridden, 
and more capable of supporting 
satisfactory levels of welfare for most of 
its population.

In the course of national and inter
national efforts to meet the requirements, 
and as a result of unplanned social 
and economic processes pointing in the 
same direction, most human societies 
have changed enormously since the 
1940s. A different world order has 
emerged, in many respects more
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interdependent, imposing more complex 
constraints on change in national 
societies than ever before. In other 
respects, paradoxically, the possibilities 
for autonomous voluntarist action, for 
better or worse, have widened, and also 
the possibilities for societal changes or 
breakdowns escaping from the control 
of any power centre, national or inter
national. The deliberate political and 
economic constraints imposed by the 
world centres on the development of 
the periphery may be weakening, and 
the capacity of the centres to offer

the periphery coherent and attractive 
models for change is weakening more 
incontrovertibly, but other constraints 
inherent in the partial and distorted 
attainment of the development require
ments listed above are becoming more 
formidable. The next stage in the 
present exploration will be to try to 
summarize certain central features of 
the world order that have emerged in 
the course of the struggle for develop
ment, to which declarations such as the 
IDS and the Quito Appraisal are 
reacting.

( c) Characteristics o f the present world order in relation to the 
conventionally-defined requirements o f development and the possibility of 

autonomous national choices o f styles and strategies

An interpretative description of the 
world economic and political order in 
its present state of flux, in which the 
events of each year confound the 
expectations of the preceding one, 
would be a risky undertaking and beyond 
the pretensions of the present discussion. 
The most that can be done is to single 
out certain features that seem particular
ly relevant:
( i) Continual changes in the dominant 
preocupations in the world centres are 
generating corresponding changes and 
increasing diversity in the forms of 
control, advice and co-operation through 
which the governments and interest- 
groups of these centres try to deal with 
the peripheral societies. A certain loss 
of confidence in previous prescriptions, 
or even of interest in the very theme of 
aided development, in the main centres 
coincides with increasing sympathy and 
support in certain smaller high-income

countries for original and autonomous 
styles of development elsewhere. A kind 
of vicarious utopianism has appeared 
which, although it may under-estimate 
or misjudge the real difficulties of 
value-oriented development in poor and 
dependent countries, does something 
to widen the options open to them. At 
the same time, the “visibility” of more 
specific developmental problems is 
shifting and dominant currents of 
opinion in the world centres continu
ally urge, through the international 
organizations, new priorities on the 
peripheral societies. The most conspi
cuous examples are the rise of world
wide campaigns, backed by significant 
resources from the world centres, relating 
to “population” and the “environment”. 
Equitable income distribution and full 
employment have similarly come to the 
fore, although without a comparable 
disposition in the world centres to
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allocate resources to their attainment. 
With increasingly coherent tactics, the 
spokesmen of the peripheral societies 
seek to adapt the campaigns and 
resource availabilities deriving from 
the changing visibility of problems to 
their own conceptions of needs, especially 
for more favourable terms of trade 
and aid.

(ii) While the disproportion in per capita 
wealth and in power between the world 
centres and the periphery is certainly 
not diminishing the forms of dominance 
and dependency are changing and 
becoming in some respects ambivalent. 
The spread of industrialization and its 
increasing dominance by transnational 
corporations whose national affiliates 
are capable of self-financing transforms 
the previous patterns of exchange of raw 
materials for manufactured goods 
and renders obsolete the previous 
conceptions of “foreign investment”. 
The latest technological innovations 
in the centres are increasingly remote 
from the needs and capacities of the 
peripheral societies, or possibly even 
from those of the centres (as in the case 
of supersonic transport) but the search 
for technological alternatives progresses 
very little. The low-income predominantly 
rural countries find themselves increasing
ly dependent on the high-income 
urbanized countries for food supplies, 
but the latter countries rather suddenly 
find that their own life-styles, with their 
reliance on automotive transport and 
high consumption of electrical energy, 
have led them into a trap of dependence 
on peripheral societies as well as an 
environmental nightmare. Economic 
aggression has become a more diversified 
as well as a more menacing weapon

than heretofore, and some of the 
peripheral societies are becoming able 
to use it as effectively as the centres. 
Both have the capacity of making 
“normal” functioning in other countries 
impossible by withholding supplies.

(iii) The processes of “development” 
or “modernization” in the peripheral 
countries, to the extent that they have 
taken place, and the rather compart 
mentalized economic and social 
programmes undertaken in their name, 
have invariably been characterized by 
polarization between groups able to 
“modernize” and benefit materially, 
and larger groups that do so only 
“marginally” or suffer absolute de
privation. In one way or another all of 
the programmes counted on to enhance 
welfare and generalize development 
—  from industrialization and agricul
tural modernization to education, public 
health and social security —  seem to 
contribute to this polarization, or 
“structural heterogeneity”. Policies 
proposed specifically to improve the 
relative positions of the more marginal 
groups, such as community development, 
regional development, and agrarian 
reform, conform to the same pattern 
of polarized gains, or remain puny 
and impotent, or encounter structural 
resistance that destroys them. The 
problem is not simply that some parts 
of the national populations progress 
while others stagnate. The forms of 
“progress” impinge on the latter 
groups in ways that prevent them from 
“stagnating”. The momentum of what 
has been done, the expectations of all 
social groups, and the differential 
access to power of the modernized groups 
make basic changes in the pattern of
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polarized growth problematic, conflictive 
and costly, even if dominant political 
forces have a clear strategy for change, 
which is rarely the case.

(iv) As polarization emerges more clearly 
as a key characteristic of “develop
ing” societies, and to some extent even 
of societies previously identified as 
“developed”, and as wider strata of 
the population “participate”, at least 
to the extent of becoming conscious of 
the impact of change processes and 
seeking means of defending themselves, 
the compatibility of “development” and 
“participation” and the viability of 
democratic institutions and processes 
comes under question. Whether the aim 
is to maintain the prevailing polarized 
style of development —  if it is judged 
the only viable style —  or to transform 
it, authoritarian and technocratic 
solutions come to seem unavoidable. 
The national armed forces, preferably 
guided by social scientists and planners, 
are measured for the role of deus ex 
machina, whether they want it or not, 
and even by sectors of opinion with no 
stomach for authoritarian rule. In 
the minds of groups seeking means of 
implanting a preferred style of develop
ment, it comes to seem more practicable 
to apply Disraeli’s saying, “We must 
educate our masters”, to the armed 
forces than to the people. Within the 
present world order, military leaders 
are trying to impose an extraordinarily 
wide range of styles of development in 
different countries, as a consequence of 
the failure of previous régimes to 
reconcile “development” and “partici
pation”. Such régimes present the 
likelihood of more coherent and original 
policy choices —  sometimes to the point

of arbitrariness —  than the régimes 
dependent on open political bargaining 
and compromise, but it remains to be 
seen whether such choices will be more 
consistently enforceable than the 
previous ones. Within the pattern of 
partial frustration of development, or 
unsatisfying “dependent development”, 
the long-term trend may be cycl ical 
rather than consistently in the direction 
of military-authoritarian solutions: the 
failure of political compromise leads to 
military takeovers, but the inability of 
the military and their technocratic- 
ideological advisers to cope with the 
complexity of the processes leads back 
to open political competition.

(v) The identification of the “modem” 
sectors of the populations of the 
peripheral societies with the standards 
of their counterparts in the advanced 
societies becomes more complex and 
ambiguous as this identification clashes 
with the crises of standards in their 
countries of origin. Interest-groups or 
organizations (from chambers of com 
merce to trade unions), political parties, 
academic structures, transnational 
corporations, bureaucracies, brands of 
manufactured consumer goods, mass 
media content: all these experience
world standardization and simultaneous 
reactions against standardization. The 
polarized peripheral societies import 
ideological “ antibodies” along with the 
traits of the “affluent” societies and also 
develop their own antibodies that are 
re-exported to the high-income societies 
and enter into their cultural-political 
conflicts. In this sense, a world society 
is taking shape, characterized not by 
the harmonious incorporation of 
standardized high production and high
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consumption previously looked to as 
a consequence of “development”, but 
by a self-contradictory combination of 
increasing assimiliation of this pattern 
and increasing rejection of or frustration 
with it* In the peripheral societies the 
non-incorporation or marginalization 
of part of the population exacerbates

this contradictory process in two ways: 
by heightening the defensiveness of 
the “modernized” strata towards their 
privileged position, and by heightening 
the ideological rejection of dependent 
development. The two reactions can, of 
course, coexist conflictively in the same 
individual or the same policy formulation.

(d) The position o f Latin  America within the world order

For all the wide differences between 
Latin American countries, which will be 
discussed below, the region as a whole 
presents certain common features that 
differentiate it from the remainder of 
the so-called Third World and imply 
that its links with the world order are 
more complexly internalized, however 
precarious or unsatisfactory the resulting 
styles of development may be judged:
(i) The dominant classes in Latin 
America have been culturally and 
economically identified with the “Western” 
or European order since the sixteenth 
century. The colonial experience is 
remote in time, and since the nineteenth 
century national elites have formulated 
strategies for national “progress” or 
“development”, based on their own views 
of the relevance to their countries of 
the economic, social, and political 
doctrines current in the world centres. 
Their strategies have incl uded the 
deliberate stimulation of national 
identification along European lines, 
the improvement of quantity and 
quality of population through im
migration of Europeans, the expansion 
of educational systems modelled on 
those of the “advanced” countries, and 
the taking advantage of the international

division of labour through exports of 
raw materials. While these strategies 
have changed over time to incl ude 
industrialization, Latin American in
tegration, etc., and while the favoured 
models among “advanced” countries 
have shifted, dependence of the elites 
on doctrines current in the world centres, 
combined with low valuation by the 
elites of the masses of the population 
as “human resources” for the kind of 
national advancement envisaged, has 
continued. Reactions of “ indigenism”, 
insistence on unique national paths to 
the creation of a new civilization, etc., 
have also been a recurrent theme since 
the nineteenth century but have lacked 
the support of vigorous non-European 
cultures and religions comparable to 
those of Asia and parts of Africa; they 
have exerted a significant influence on 
national development policies only in 
a few countries and for short periods.
(ii) Urbanization, dependent modemi 
zation, industrialization, and elaboration 
of the bureaucratic machinery of the 
welfare state have reached a point at 
which sizeable minorities of the population 
in most countries and possibly a 
majority in one or two are fully 
identified with the life-styles and
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expectations of the modem consumer 
society. Expectations include not only 
access to expensive durable goods 
but also “modem” suburban housing, 
foreign travel, and higher education. 
At prevailing per capita income levels, 
satisfaction of these tastes for minorities 
that are much larger than the previous 
elites implies patterns of income 
distribution, patterns of distribution of 
public expenditures on services and 
urban infrastructure, and patterns of 
saving, investment and production that 
are just as remote from conventional 
conceptions of developmental priorities 
as they are from the publicly endorsed 
principles of social justice. The in
itiative for implantation of the new life 
styles has come mainly from the world 
centres through the transnational 
corporations and through standardized 
mass media content, but they have been 
readily internalized by the population 
strata having any capacity to do so. 
Similar processes have been at work 
in other regions of the Third World, of 
course, but for the most part the 
proportions of population affected are 
smaller, and the culturally or politically 
based resistance stronger8.
(Hi) The national populations represent 
a wide range of differing degrees and 
forms of participation in or “marginali
zation” from the “ modern” society. 
Social stratification has become more 
complex and the proportions of the popu
lation in “middle” or “ upper” positions 
has increased in most countries, although 
the meaning of these positions is far

HSee Aníbal Pinto, “El Modelo de Desa
rrollo Reciente de América Latina”, Revista de 
Economía Latinoamericana, Caracas, 32,1971.

from uniform. The predominant charac
ter of the lower strata has changed 
with urbanization, increasing spatial 
mobility and access to mass communi
cations, and with the partial disinte
gration of “traditional” rural power 
structures, but without any generalized 
decrease in the polarization between 
them and the fully “modernized” 
minorities. At the same time, the 
obstacles to national integration are less 
complex than in most other parts of the 
Third World. The national populations 
are not divided along linguistic, cultu
ral, religious, caste or tribal lines in such 
a way that any developmental process 
involving differential advances and 
polarization between internal regions, 
urban and rural populations, and social 
classes generates conflict between 
readily self-identifiable groups, as in 
much of Africa and Asia and a few of the 
small Caribbean countries. The preva
lence in the region of the latifundio- 
minifundio complex and exposure to the 
changing demands of export agricul
ture have prevented peasant cultures and 
forms of community organization from 
acquiring the capacity for resistance to 
change that they have exhibited in 
other regions, although these factors 
continue to be of some importance in 
the zones inhabited by linguistically 
separate “ Indian” peasants. In general, 
the impact of present change processes 
on rural groups results in their 
disintegration and “marginal” incorpor
ation into the lower strata of the national 
society, or in some cases in the appea
rance of modem forms of self-defence 
such as peasant unions, rather than
in traditionalist, messianic, or cultural-
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nationalist reactions. The rural popu
lation, while in most countries large 
and still growing, is a dwindling pro
portion of the whole, is in the main 
accustomed to wage labour and market 
relationships, and is continually drain
ed of its more dynamic elements 
by out-migration. While it would be 
risky to extrapolate present trends into 
the long-term future, they suggest a 
continuing conflictive combination of 
homogenization of cultural attitudes 
and consumption expectations with pola
rization of incomes and of capacity 
to participate in the “national” society. 
The attention of all groups and strata 
will increasingly concentrate on the 
State as the most likely source of aid 
in meeting expectations. Localistic 
and regionalistic rivalries will continue 
to be prominent, but will centre on the 
distribution of central public resources 
rather than on separatism vis-à-vis the 
nation-state.

(iv) The per capita income statistics, 
which show the Latin American countries 
in an intermediate range between 
Europe and North America, on the one 
hand and Africa and Asia on the other, 
with some overlapping at the ends of 
the range, obviously combine the very 
different situations of the well-to-do 
“modern” minorities and the remainder 
of the population. However, the 
predominant traits of poverty in Latin 
America, except in some of the smaller 
and more rural countries, are inter
mediate between the traits of poverty in 
the high-income countries and in the 
very low-income countries. Poverty 
amounting to acute physical deprivation 
or semi-starvation and complete lack 
of access to educational and health

services is still the lot of millions of 
people in Latin America, but it is less 
prevalent than in much of Africa and 
Asia. The predominant characteristics 
of poverty are changing with urbanization 
and the expansion of State assistential 
action. Insecurity of employment and 
income, overcrowded housing in squalid 
environments, inability to stretch the 
family budget to cover a minimum 
“decent” standard of living, including 
purchases of manufactured consumer 
goods, the frustrations of limited and 
discriminatory access to educational, 
health and welfare services, come to 
the fore. In the larger countries, present 
income levels would permit the relief of 
extreme physical deprivation through 
State subsidies, special employment 
programmes, etc., without major 
changes in the style of development, 
but this would hardly affect the
dimensions of poverty as a condition 
of relative deprivation and discrimination.

(v) As might be expected from the
relatively high levels of urbanization, 
the prolonged internalization of the 
“Western” model of nation-state, and 
the relative weakness of alternative 
focusses for loyalty (ethnic or religious 
group, tribe, local community), a 
conscious acceptance of the State as 
final arbiter, as responsible for “solving 
problems” and “meeting needs”, and 
as a legitimate target for blame if 
problems are not solved has become
more generalized than in most other 
parts of the Third World. The State’s 
assumption of responsibility for planning 
development, the influence of inter
national standards, and the forms of 
political competition continually press 
the State to promise more than it can
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perform, bearing in mind the resources 
and administrative mechanisms at its 
command and the capacity of different 
social forces to resist, evade, or distort 
public policies. The objectives of 
channeling resources into investment 
for rapid economic growth, helping the 
modernized urban strata to satisfy their 
consumption demands, and helping 
to raise the productivity and levels of 
living of the remainder of the population 
continually conflict with each other
in practice, however reconcilable they 
may be in the proposals of planners. 
Policies that camouflage the real sources 
and distribution of public resources, 
that rely on chronic inflation, and 
that alternate manipulated self-help 
participation of the masses with 
repression become unavoidable. D if
ferent “problems” and “ solutions”
assume prominence with changes in
régimes, then recede into the back
ground, apparently because the State’s 
solutions have proved ineffective while 
the growing dimensions of the “ problems” 
do not have the catastrophic effects 
predicted (the wasing and waning 
public visibility of urban “marginal”
settlements is an interesting example). 
For the most part, the political systems 
of the region have demonstrated 
considerable resilience and adaptability, 
underlying their surface instability, in 
juggling problems and responding to 
pressures. When the contradictions 
generated by a given direction of policy 
or political compromise seem insoluble, 
the dominant forces somehow reassert 
themselves to preserve the main features 
of the prevailing style of “development”.

When one moves from generalizations 
about Latin America as a whole to

the examination of specific national 
situations, the societies fall into groups 
that suggest interesting hypotheses 
concerning the long-term viability of 
this prevailing style.

(i) The national societies at the highest 
levels of urbanization and per capita 
incomes, with inequalities in incomes 
and in distribution of services somewhat 
less pronounced than elsewhere, with 
low or declining rates of population 
growth, and with relatively extensive, 
formalized and long-continued political 
participation, have encountered the 
most disruptive and persistent political 
and economic crises of the region. In 
Cuba these crises led to a revolutionary 
transformation of the society and the 
emergence of an entirely different style 
of development. While pre-revolutionary 
Cuba is hardly comparable, in its 
extreme economic dependency on a 
single crop for a single market and 
in the associated political dependency, 
with the countries next to be mentioned, 
the pre-revolutionary Cuban society 
and economy were predominantly 
“modernized” and urbanized, the
country was less heterogeneous 
structurally than the majority of Latin 
American countries, with extensive 
political participation and unionization, 
and it had relatively well-developed 
although notoriously inefficient edu
cational and social security systems. 
The inability of the State to reconcile 
the pressures on its resources manifested 
itself in an eventually non-viable 
combination of corruption, repression, 
bureaucratism and violence. In two
other relatively urbanized, modernized 
and participatory societies, Chile and 
Uruguay, inability to meet conflicting
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demands or maintain satisfactory rates 
of economic growth has resulted in the 
disintegration of previously highly 
stable systems of political bargaining 
and the attempted restoration of the 
viability of the conventional style of 
development through authoritarian 
suppression of incompatible demands 
and pressures. In a fourth relatively 
urbanized and modernized society, 
that of Argentina, the outcome of a 
similarly prolonged crisis is still in 
doubt. The Argentine economy has 
shown more resilience, partly, no 
doubt, because of its greater size and 
diversification, but inability to mobilize 
consensus behind a coherent national 
strategy or to attain a stable system of 
political participation within the limits 
of the prevailing style of development 
has been as pronounced as in the other 
countries mentioned.

The attainment of respectable 
ratings in the conventional indicators 
of development and modernization —  
per capita income; urbanization; edu
cation; cultural homogeneity; popu
lation structures with declining fertility, 
low mortality, and moderate percent
ages in the youthf ul “ dependent” 
age group —  thus do not guarantee a 
more stable social order nor continuing 
progress in the direction of the “ad
vanced” Western model. The examples 
cited suggest, on the contrary, that the 
attainment of such ratings in dependent 
societies can be associated with a 
prolonged crisis in which the economy, 
the political system, public services, 
and social relationships are less and 
less able to meet the demands made 
on them. Two cautions are appropriate, 
however: firstly, a comparison of ideal,

stable, socially integrated “ advanced” 
Western societies with the apparent 
impasses of the “semi-developed” or 
“dependency developed” societies may 
be misleading or premature: indeed, 
the former societies may be entering 
impasses of their own not radically 
different from those of the dependent 
societies; secondly, the societies just 
described all have unique characteristics 
that may explain in part their difficulties, 
and they reached their situations of 
“semi-development” at specific historical 
conjunctures that are not likely to be 
repeated; thus it would be risky to 
affirm that they point to the future of 
the societies next to be described.

(ii) Five countries comprising more 
than two-thirds of the population of 
Latin America, while differing widely 
among themselves, correspond best 
to the generalized picture of polarized 
development and structural heteroge
neity. All of them have relatively large 
populations —  ranging from about 
12 million to about 100 million —  
growing at rates around 3 per cent 
annually, and extensive national 
territories, parts of which are only 
beginning to be opened up for exploi
tation. Each has at least one urban 
centre of 2.5 million or more inhabitants 
growing by more than 5 per cent 
annually. Each has experienced 
considerable and diversified industrial 
growth and agricultural modernization, 
very unevenly distributed by internal 
regions. Each has an extremely 
heterogeneous population —  compared 
to the first group of countries although 
not compared to the typical national 
societies of Africa or Asia —  in regard 
to degree and forms of incorporation
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into the “modern” economic and social 
order. In each, rapid modernization 
has increased the relative size of the 
groups enjoying the higher income 
and consumption levels, widened the 
gap between their levels and styles of 
life and those of the rest of the 
population, and introduced new elements 
of insecurity and partial breakdown 
of previous life styles in the rest of the 
population, whether or not absolute 
levels of living have deteriorated. All 
of these societies have experienced 
crises of political participation in recent 
years, but up to the present the dominant 
forces have managed to overcome the 
crises without long-term interruption 
of economic growth or transformation 
of its polarized character. It has proved 
feasible either to exclude the greater 
part of the population from political 
participation or to manipulate such par
ticipation so as to prevent the articulation 
of demands incompatible with the style 
of development.

Among these five countries, Vene
zuela comes closest to the first group 
in degree of urbanization, per capita 
income level, and various indicators 
of modernization, and it is in the same 
population size range as Chile and 
Cuba, but it differs profoundly in the 
rapidity with which the present configu
ration has been reached, the role of 
oil revenues in supporting polarized 
development while permitting simul
taneous rapid growth of social services 
and public works employment, and the 
continuing high rates of population 
growth and rural exodus. Venezuela 
at present seems particularly exposed 
to the kind of prolonged crisis of 
participation and conflicting preferences

encountered in the first group of 
countries, but also particularly well 
endowed with potential means of post
poning or evading the crisis.

In Brazil, the size of population and 
territory, the extreme diversity of 
internal regions, the dynamism of the 
economy, and the capacity of the 
dominant forces to exclude pressures 
incompatible with the style of develop
ment imply potentialities qualitatively 
different from those of the other 
countries with somewhat similar patterns 
of modernization, polarization, popu
lation growth, etc. Brazil has a bigger 
capacity to take advantage of op
portunities for agressive incorporation 
in the world economic order than any 
other country of the region.

Mexico also has enjoyed special 
advantages for rapid growth in having 
a relatively large population, an 
abundant low-cost labour supply, 
proximity to the United States market 
and tourist trade, and a unique system  
for the channel ing of politi cal partici
pation. However, the ratio of resources 
to population, the size of the internal 
market, and the capacity to exclude 
incompatible pressures are less favou
rable to continued growth than in 
Brazil. To judge from past experience, 
however, the political system has a high 
capacity to absorb major structural 
changes without unmanageable crises.

In Colombia, economic growth, is 
more diversified spatially than in the 
other countries of the group, but it is 
less dynamic, and the crisis of political 
participation and conflict over the style 
of development itself is nearly as 
pronounced as in the first group of 
countries.
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In Peru, the processes of polarized 
economic growth and dependent 
modernization that characterize this 
group of countries took their present 
shape more recently and are more 
limited in scope. The conditions for 
their continuation also seem more 
problematic. The population is smaller 
than in the other countries of the group 
except for Venezuela. Only about one 
third of the population lives in centres 
with 20,000 or more inhabitants, while 
the other four countries have percentages 
between 40 and 60. The “modern” 
sectors of production, the internal 
market for their goods, and the 
population groups fully committed to 
the prevailing style of development are 
correspondingly smaller and more 
concentrated in the single metropolitan 
agglomeration. Cultural heterogeneity 
is greater than elsewhere and “tra
ditional” social relationships and modes 
of production more persistent. While 
the natural resource endowment is 
relatively promising and there is a good 
deal of unoccupied land, barriers of 
topography and climate hinder the 
expansion of settlement and exploitation 
of new resources more than elsewhere.

It would be risky to draw a cause-and- 
effect relationship between these factors 
which make the viability of the 
conventional style of development 
particularly doubtful —  or at least make 
its probable costs in terms of dependence, 
marginalization, and repression of the 
majority that cannot be incorporated 
particularly formidable —  and the 
coming to power of forces that propose 
radical changes in the conventional 
style in order to counteract polarization 
and dependency, promote national

cultural integration, and implant harmo
nious forms of participation to forestall 
unmanageable political competition.

(iii) The remaining eleven countries 
of Latin America share the features of 
smaller population size and lower levels 
of urbanization. Only one out of the 
eleven (Panama) has as much as 40 
per cent of its population in centres 
with 20,000 or more inhabitants (a 
little below the regional average). The 
others are all below one third; four are 
below one fifth. Only one (Ecuador) 
has even as much as half the population 
of the smallest country in the second 
group. One might expect countries 
with these traits to be less advanced in 
the path of polarized development than 
the larger countries in the second group, 
less capable of meeting (at least on 
their own) the conventional requirements 
for “development” listed above, and 
more dependent for economic growth on 
the fortune in the world market of one 
or two raw material exports. The reality 
corresponds on the whole to this 
expectation, but the small countries 
show widely differing combinations of 
advantages and disadvantages internally, 
in their links with the world order, and 
in their links with their larger neighbours. 
With one or two exceptions, all of them 
have acquired a “modem sector” and 
a developmental momentum implying 
constraints on radical changes in the 
style of development similar to those 
noted above, although possibly weaker. 
Several of them have overall configura
tions that make one hesitate to include 
them in the category of “relatively less 
developed”.

Three of the countries in this group 
have extensive territories and resource
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endowments in relation to their small 
populations. All of these three are on 
the South American continent, juxta
posed with much larger countries 
belonging to the first and second groups.

One of them, Ecuador, which has the 
largest population and second highest 
level of urbanization among the small 
countries, has a pattern of resource
endowment, regional diversity, and 
economic and cultural heterogeneity 
similar to that of Peru. It also has the
possibility of oil revenues on a scale
that might enable it to reach a 
configuration similar to that of Vene
zuela or, under the guidance of dominant 
forces with a coherent strategy, support 
an original style of development with 
less traumatic accompaniments than 
would appear in the more urbanized
and “modernized” countries. Bol ivia 
has a particularly high ratio of unex
ploited land and natural resources to 
population, but particularly formidable 
and varied difficulties of topography, 
internal regionalism, cultural heterogene
ity, lack of capital, and weakness or 
incoherence of the forces controlling the 
State apparatus that hinder it from 
using these advantages. Anomalously, 
it also manifests, to a degree unmatched 
even in the countries of the first group, 
a chronic crisis of organized demands 
from different groups and classes that 
can be reconciled with the real style of 
development only precariously and 
intermittently. In Bolivia, the societal 
obstacles to the implantation of a 
radically original style of development 
are relatively weak and the character of 
the demands on the State suggest that 
such a style might be the only way out 
of an impasse of permanent instability

and economic weakness. However, the 
capacity to devise and impose the 
necessary style or to mobilize capital, 
natural resources and human resources 
behind it is also weak. In Paraguay, the 
ratio of land to popylation is favourable, 
and problems of topography and cultural 
heterogeneity unimportant. With a low 
level of urbanization (a little over one 
fifth of the population in centres with 
20,000 , or more inhabitants) and with 
Argentina absorbing as migrants a 
high proportion of the population 
groups that would otherwise contribute 
to urban growth and modernization, 
both the pressures making for polarized 
development and the demands deriving 
from it seem to be moderate.

The other small countries —  two in 
the Caribbean, six in Central America —  
are grouped in a way that makes them 
less dependent on large neighbours, 
more capable of group action, but also 
more narrowly constrained politically 
as well as economically by the world 
order. One of them, Panama, has a 
unique entrepot role that has permitted 
a relatively high level of urbanization 
and dependent modernization which, 
through the high visibility of the tie 
to one of the world centres, stimulates 
a nationalist reaction implying a certain 
degree of viability for an original and 
autonomous style of development.
Another, Costa Rica, with relatively 
low urbanization and an economic base 
as narrow as the neighbouring Central 
American countries, along with an 
extraordinarily high rate of population 
growth, has attained a degree of 
modernization, cultural homogeneity,
diffusion of social services, etc., that 
resembles those of the highly urbanized
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countries of the first group, with sizeable 
problems of political participation and 
reconciliation of demands on public 
sector resources, but without an 
unmanageable breakdown of consensus 
or interruption of economic growth. 
The case of Costa Rica cautions against 
determinism concerning the limitations 
of small dependent societies. As in 
Uruguay in the past, certain historical 
circumstances permitted the emergence 
of a democratic and welfare-oriented 
national style that could not have been 
expected from the country’s small size 
and dependence on exports of a few raw 
materials. In Costa Rica as in Uruguay, 
the prom i nent role of educ at ion h as 
ambivalent implications for the future 
of the style; it stimulates occupational 
demands and modernized consumption 
patterns that the economic base cannot 
support beyond a certain point, but it 
may also prepare the youth to face the 
choices and fill the roles required for 
creative innovation in the style.

The remaining small countries, with 
their predominantly rural populations, 
high rates of population growth, low 
educational levels, dependence on 
agricultural exports, modest reserves 
of land and unexploited natural 
resources, external political constraints, 
and restricted or intermittent political 
participation might seem to have small 
possibilities for either polarized 
development or for the implantation of 
more original styles, at least in the 
absence of more effective solidarity 
among themselves. Nevertheless, most 
of them have attained rates of economic 
growth that compare favourably with 
those of the larger countries, have 
acquired minorities of some importance

identified with the “modem” consumer 
society, and are making some effort to 
extend social service and participation 
schemes to the rest of the population. 
The main obstacle in the way of their 
continuing along this path — assuming 
that the markets for their exports 
remain reasonably favourable and are 
supplemented by new sources of revenue 
such as tourism —  may be their very 
high rates of population growth, 
eventually resulting in accelerated 
urbanization and unmanageable demands 
for services and jobs.

The above brief survey of national 
situations suggests that it is unlikely 
that any of the societies can incorporate 
the entire population into the “modem” 
life style at satisfactory levels of 
consumption and services, but it may 
be economically feasible for most of 
them to expand the incorporated part 
of the population considerably and at 
least to keep the levels of living of the 
rest of the population from deteriorating. 
This assumes that there is no major 
breakdown in the world economic and 
political order. If present favourable 
trends in raw material demands continue, 
the economic feasibility of continuation 
of the present style will naturally be 
strengthened, along with reluctance of 
the nationally dominant forces to 
undertake the risks of major changes. 
The likelihood that the style of polarized 
development will prove non-viable lies 
more in the contradiction with expanding 
political participation than in economic 
contradictions. The least manageable 
participation may be that of the 
relatively incorporated parts of the 
population, with their attempts to 
respond to ever-changing “ advanced”
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consumption models rather than that 
of the excluded or “marginally” incorpo
rated groups with their relatively modest 
demands. Thus, paradoxically, the 
closer the approximation of the societies 
to the models of modern urban life styles, 
the more difficult it may become for them 
to resolve struggles over distribution of 
resources and strategies of development 
through open political processes.

It may be, however, that this kind 
of analysis misses the most important 
factors —  in particular, the factors 
mobilizing political will behind a de
termined development policy or prevent
ing the implantation of a coherent 
policy. The differing situations and 
trajectories of the national societies

cannot be expl ained satisfactorily on 
the basis of their demographic structures, 
social structures, resource endowment, 
degree of urbanization, etc., although 
there is sufficient correspondence to 
justify the above grouping. In each 
country, a long chain of cultural and 
historical processes and unique 
“accidents” shape present patterns and 
make certain developmental choices 
more accesible than others —  victory 
or defeat in wars, revolutions generating 
national myths as well as changes in 
class relationships, the emergence of 
charismatic leaders capturing the 
lasting loyalty of major parts of the 
population, the persistence of traditional 
political affiliations and localistic 
sentiments under change conditions.

3.
Policy approaches to the challenge of “unified”, 

“original”, and “value-oriented” or 
“human-oriented” styles of development

The present paper supposes —  with 
reservations —  that development is a 
legitimately identifiable process subject 
to certain uniformities and preconditions, 
but that these uniformities and pre
conditions are not rigidly binding nor a 
satisfactory basis for prediction of the 
future. It also supposes that human 
reason and human values can and 
should try to shape the future into 
national styles different from those 
prevailing up to the present . “Develop-

*This position is set forth in the Report 
on a Unified Approach to Development Analysis

and Planning (op. cit., pp. 9-10): “Develop
ment” is “a perceived advance toward specified 
ends based on societal values” and also “a 
system of interrelated societal changes that 
underlies and conditions the feasibility of the 
advance”. “The first sense assumes human 
capability of shaping the future for human 
ends. It also implies that the existing society 
has the right and the ability, through general 
consensus or through agents claiming to 
represent the best interests of the society, to 
make choices and enforce sacrifices in the name 
of development.” “The second sense assumes 
that development is an intelligible phenomenon 
susceptible to diagnosis and objective propo
sitions concerning the interrelations of factors 
and the probable wider consequences of changes 
in or action on key components of the‘system’.”
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ment” cannot mean anything anyone 
wants it to mean, but, if it is to continue 
to serve as a focus for human aspirations, 
it must embrace a certain range of 
differing combinations of ends and means.
Three main kinds of approach to the 
definition of these ends and means can 
be distinguished: the utopian-normative, 
the technocratic-rationalistic and the 
socio-political. Up to a point, these are 
complementary. The pursuit of more 
acceptable and viable styles of develop
ment must be referred to images of the 
future social order —  in other words, to 
a “utopia” —  and to norms setting 
limits on the means to be used. The 
quest for more rational and efficient 
techniques for mobilization and allo
cation of resources, provision of services, 
and accomplishment of whatever 
objectives the society sets itself is 
unavoidable, whatever caveats may be 
entertained as to the lengths to which 
this quest should be followed and the 
virtues of the market or of participatory 
democracy. Finally, social and political 
forces, however these may be defined, 
must choose the utopias and norms 
and create and apply the technocratic- 
rationalistic planning and administrative 
mechanisms.

For obvious reasons, the utopian- 
normative and technocratic-rationalistic 
approaches have received a good deal 
more attention in official and semi
official international discourse than the 
socio-political. The fact that such 
discourse is conducted by government 
representatives or by “experts” addres
sing themselves to governments, as the 
opening section of the present paper 
points out, promotes the supposition 
that the governments stand for rational,

benevolent and coherent entities 
preoccupied with development and the 
welfare of all their people, anxiously 
seeking advice on how to accomplish 
these ends, and capable of acting on the 
advice. If their behaviour does not 
correspond to this image, they deserve 
scolding for corruption, for the pursuit 
of irrelevant objectives such as military 
power, for slackness and evasiveness 
in pursuing their declared policies (in 
Gunnar Myrdal’s words for being “soft 
States”), but the supposition remains 
that the “government” or the “State” 
has sufficient autonomy to do better if 
“it” wants to, or if “ it” is sufficiently 
alarmed at the dire consequences of 
not doing better. Non-official academic 
and ideological discourse, particularly 
in the “developing” countries, shows a 
different world, in which external 
domination and internal distribution 
of power determine what governments 
can do, in which the governments are 
commonly incoherent aggregates of 
diverse personalistic, bureaucratic and 
other purposes, and in which it is naive 
or intellectually dishonest to expect 
them to act differently on the basis of 
moral exhortations or rational arguments.

The utopian-normative and the tech
nocratic-rationalistic approaches have 
to a large extent been pursued separa
tely, by different groups in the national 
governments and the intergovern
mental organizations, but the advo
cates of each have tried to borrow 
strength from the other. The proponents 
of universalistic social norms have 
aspired to guide the technocratic plan
ners and administrators, and have com 
monly exaggerated the power of the 
planners and the results to be expected
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from “convincing” them of the im
portance of social justice or placing 
spokesmen for the “ social” point of 
view in planning bodies. The planners 
and administrators have commonly 
tried to justify their techniques and 
enlist wider support by hinting at 
eventual contributions to the attain
ment of social justice.

In recent years both of these 
approaches —  although numerous 
institutions continue to elaborate and 
teach them along previous lines —  
have been increasingly frustrated by 
confrontation with socio-political re
alities and increasingly complicated or 
adulterated by attempts to adjust them 
to these realities or adjust the realities 
to them. Apologies for both approaches 
fall back continually on what might be 
labelled the “bureaucratic passive 
voice” or on the wistful assertion of a 
“growing awareness” in order to evade 
the obligations to identify the socio
political agents to whom they are 
addressed. Enough has been said about 
the uto pi an-normative approach in 
previous sections of this paper. Its 
shortcomings when pursued in isolation 
(or its illegitimate uses as an evasion 
of reality) are cruelly exposed in a world 
in which the dimensions of injustice, 
insecurity and violence continue to grow 
while the list of “rights” to which all 
human beings are entitled by the votes 
of their governments continues to 
lengthen. The confrontation of the 
technocratic-rationalistic approach with 
recalcitrant realities is more complex, 
since its practitioners are more intimately 
involved in the machinery of the State, 
the demands of classes and groups, and 
the need of the political leadership for

“solutions” to “problems”. One result 
has been an extensive literature on the 
“crisis in planning”10. As in the case 
of “development” itself, if the meaning 
previously attached to planning is 
discredited, it is assumed that “planning” 
must mean something else, and the 
alternatives proposed range from a 
continuous, diffused rationalizing 
activity in which the whole society 
participates, to the formulation of 
operational guidelines for short-term 
choices between projects. Public adminis
tration as a “discipline” shows a similar 
loss of confidence and diversification of 
prescriptions, combined with a similar 
clinging to faith that it must mean 
something generalizable and applicable 
to the rationalization of what the State 
does in the name of society. One critic 
has retorted: “If planning is everything, 
maybe it’s nothing”11.

10See, in particular, Mike Faber and 
Dudley Seers, Ed., The Crisis in Planning 
(Chatto and Windus for Sussex University Press, 
two volumes, London, 1972). See also section 
in of “Report on a Unified Approach to Develop
ment Analysis and Planning”, op. cit.

11 “ D espite intermittent disaffection with 
planning — the contrast between the plan and 
the nation mocked the planners — it was difficult 
for national elites to lose sight of the promised 
land. They so wanted an easy way out of their 
troubles. Besides, they soon discovered that 
the non-operational quality of planning could 
be helpful. . . .  Formal planning may be useful 
as an escape from the insurmountable problems 
of the day. . . .  If groups cannot be indulged in 
the present, they can be shown the larger places 
they occupy in future plans. Formal planning 
can also be a way of buying off the apostles of 
rationality by involving them in tasks that take 
them away from the real decisions. . . .  If formal 
planning fails not merely in one nation at one 
time but in virtually all nations most of the
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From the standpoint of the present 
paper, the utopian-normative and 
technocratic-rationalistic approaches can

time, the defects are unlikely to  be found in 
maladroit or untalented planners. Nor can a 
failure be argued rationally by saying that the 
countries in question are not prepared to behave 
rationally or to accept the advice of rational 
men called planners. That is only a way of saying 
that formal planning, after innumerable iterations, 
is still badly adapted to its surroundings. It 
cannot be rational to fail. To err is human; 
to sanctify the perpetuation of mistakes is 
something else. If governments persevere in 
national planning, it must be because their 
will to believe triumphs over their experience. 
Planning is not so much a subject for the social 
scientist as for the theologian” . (Aaron 
Wildawsky, “ If Planning is Everything, Maybe 
It’s Nothing”, Policy Sciences, Elsevier, 
Amsterdam, 4, 1973.) A similar conclusion was 
foreshadowed several years ago in Albert O. 
Hirschman’s well-known comment on the plan
ning activities o f  c i -p a i .: ” . . .  c e p a i .’s design 
has a utopian ring for societies where simple 
ministerial changes frequently mean total 
reversals of policies and where the policy makers 
themselves take pride in being unpredictable... 
c e p m .’s detailed projections where all economic 
sectors are made to mesh harmoniously are in 
a sense the twentieth — century equivalent of 
Latin America’s nineteenth century constitu
tions — and are as far removed from the real 
world. They are a protest, both pathetic and 
subtle, against a reality where politicians relying 
on brilliant or disastrous improvisations hold 
sway, where decisions are taken under multiple 
pressures rather than in advance of crisis and 
emergency situations, and where conflicts are 
resolved on the basis of personal considerations 
after the contending parties have revealed their 
strength in more or less open battle rather than 
in accordance with objective principles and 
scientific criteria” . (“ Ideologies of Economic 
Development in Latin America” , in A.O. 
Hirschman, Ed., Latin American Issues: Essays 
and Comments (New York, Twentieth Century 
Fund, 1961.)

escape from the blind alley of verba
lism and ritual action only to the extent 
that their proponents relate them 
to  socio-political approaches that 
identify agents and propose strategies 
consonant with the values, interests, and 
capabilities of these agents. This 
position, however, is vulnerable to- 
criticism from several directions; it 
certainly does not offer any straight
forward or universally “applicable” 
“solution” to the problem of advancing 
towards original and value-oriented 
styles of development. The kinds of 
agents of development that are sought 
and the range of choice attributed to 
them in the shaping of a style of develop
ment naturally depend on the conception 
of development and the interpretation 
of the nature and functioning of human 
societies. There is no a priori reason to 
assume that the agents “needed” for an 
acceptable and viable style of development 
will emerge in any given society, or that, 
if they do emerge, they will be able to 
accomplish their “historic mission”, 
or that if they do accomplish such a 
mission, the society will be unequivocally 
and permanently better of than before.

Nor does it seem necessary to assume 
a priori that the same kind of agent, 
whether collective and acting out a 
predetermined role, or individual and 
with a large measure of free will, must 
play deus ex machina in all societies, 
as most schools of theory and ideology 
assert. The would-be intellectual agents 
of development —  the last of the five 
categories distinguished below —  might 
well assume that any of the categories 
can be decisive in certain conjunctures 
but marginal or even illusory in others. 
The five categories are as follows:
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(i) Social classes and groups that fill 
key roles in the “working out” of a 
conventionally-defined style of develop
ment, on the basis of their relations 
to production and their collective 
views of their own interests: entrepre
neurs, investors, technological innovators, 
technicians, “middle classes”, workers, 
etc. Collective agents such as these 
can fill their roles more or less adequa
tely, or can find that the economic and 
social structure or the terms of 
dependency are incompatible with the 
filling of such roles adequately, but the 
associated conceptions of development 
do not allow for major creativeness or 
voluntarism in changing the style, 
whether the underlying conception is 
Marxian or non-Marxian. A large 
part of the discussion of styles of 
development in Latin America up to 
the present has consisted in attempts 
to identify plausible collective agents, 
to measure the adequacy of existing 
classes and groups to fill roles defined 
on the basis of previous examples of 
“development”, and to explain why the 
classes and groups have rarely seemed 
to carry out the tasks assigned to them: 
take, for example, the persistent 
expectation that an “industrial bour
geoisie” would remove a “landlord 
oligarchy” from its path by promoting 
agrarian reforms. The discussion has 
tended to reify the classes and groups 
looked to as collective agents, and in 
many cases, the agents to be discussed 
next seem, instead of “representing” 
them, to have brought them into being 
or into a distorted kind of self- 
consciousness for their own purposes.

(ii) Individuals or small groups that 
articulate the demands of larger groups

or classes, act as brokers, and mould 
public opinion : politicians, leaders of 
trade unions and other interest-group 
organizations, journalists, religious 
leaders, etc. In view of the relative lack 
of coherence of the larger groups or 
classes, agents of this kind are able to 
play relatively autonomous roles, but 
at the price of limited and precarious 
real capacity to enforce demands and 
influence change processes. Their 
apparent importance is likely to be 
suddenly inflated and deflated, as in 
the case of populist leaders elected to 
the presidency with large popular votes 
and then easily forced out of office. 
Their influence may depend more on 
their ties with the kinds of agents next 
to be discussed than on the groups they 
aspire to represent. As “ agents of 
development” their effectiveness is 
limited not only by these factors but 
also by the importance of brokerage 
and manoeuvering in their roles. They 
are likely to view the advocacy of a 
“style of development” as an additional 
tactic to lend plausibility to the role or 
to reinforce more concrete objectives, 
rather than as an overriding purpose.

(Hi) Individuals or small groups holding 
power deriving from control of armed 
forces, ownership of capital, or representa
tion of one of the dominant world centres. 
Since the power of these potential agents 
does not depend on ability to mobilize 
support from part of the population 
and build coalitions, they might be 
expected to be in a position to act more 
coherently (or arbitrarily) in pursuit 
of a style of development than the agents 
in the second group. Their applicable 
power, however, is limited by several 
aspects of their own situations: (a) Their
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primary power rests on a specific 
conjuncture and can suddenly disappear; 
the military leader can be ousted by his 
subordinates, the capitalist can be 
crippled by a financial crisis, the world 
centre may be diverted by internal 
problems or its overall political strategy 
may shift so as to undermine the 
position of its representative, (b) The 
power holders’ values and conceptions 
of their own roles do not usually extend 
to the implantation of an original style 
of development; they are more concerned 
with the preservation of existing order 
and warding off threats to their privileged 
position, (c) Their detachment from 
the representation of large classes or 
groups limits their capacity to induce 
the population to act in accordance
with their objectives. Once they set 
themselves the task of implanting a
coherent style of development, they
must enlist the aid of agents of the 
second type, attempt to fill these roles 
themselves, or find effective means of 
isolating the population from political 
appeals and interest-group represen
tation .

(iv) The chief of state or national
executive: the individual or collective 
entity formally responsible for public 
decision-making, appointment of public 
functionaries, broad choices concerning 
allocation of resources, formulation of 
guidelines for development. This entity 
is the conventional target for develop
mental advice, the modem succesor
of M acchiavelli’s Prince. Utopian-
normative and technocratic-rational 
prescriptions are formally addressed to 
the Prince; a good deal of the more 
recent socio-political discussion addresses 
the question: H ow to give him advice

that he can use, on the assumption 
that he is playing a difficult game with 
limited “political resources” and in
adequate information?12 In practice, 
the Prince may turn out to be elusive, 
even in authoritarian settings; his 
formal representation decides very 
little and absorbs hardly any of the 
advice showered on him; the real 
sources of decisions are dispersed and 
hidden13.

l2In particular, Warren F. Ilchman and 
Norman Thomas Uphoff, The Political Economy 
of Change (Berkeley and Los Angeles, 
University of California Press, 1969), According 
to their “ simplifying assumptions” , “ first, the 
statesman has at his command limited resources, 
in varying amounts and types, with which to 
implement choices affecting the character and 
quality of the polity’s collective life; second, 
as a result of the division of labour that defines 
authority roles in a society, the statesman alone 
has the resource of authority at his disposal; 
third, the statesman wishes to remain in 
authority; and fourth, the statesman, to realize 
his valued ends, will make choices that formally 
aim at increasing the productivity of his political 
resources” (p. 33). “ In the face of frequent 
mutual exclusiveness of demands and the 
persistent scarcity of resources, the statesman 
has various options. He may choose to meet 
some demands wholly or in part. Some demands 
he will ignore or explicitly reject. Sometimes 
when a demand from the sectors cannot be met, 
the statesman may seek to substitute resources 
that he thinks will be temporarily acceptable; 
. . .  He may employ coercion to remove the effects 
of certain demands, or he may institute education 
to remove the causes. . . .  Given the necessity 
of choices, the statesman must figure out on 
whom, how much, in what combination, when, 
where, why, and for what return the regime’s 
scarce political resources should be spent” (p. 38).

lS“There is, as a rule no single and 
invariant ‘locus of sovereignty’. Sovereignty is 
shared among various groups in different 
constellations at different times. . . .  The
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(v) Individuals or small groups aspiring 
to explain the functioning of a society 
articulate images of preferable future 
societies based on their values and on 
their diagnosis of the existing situation, 
formulate corresponding strategies, 
and enlist support from one or more of 
the preceding types of agents. A well- 
known remark by John Maynard Keynes 
summed up forty years ago the potentia
lities, shortcomings, and dangers of 
their influence on the other agents: 
“ ...th e  ideas of economists and 
political philosophers, both when they 
are right and when they are wrong, are 
more powerful than is commonly under
stood. Indeed the world is ruled by 
little else. Practical men, who believe 
themselves to be quite exempt from any 
intellectual influences, are usually the 
slaves of some defunct economist.

Madmen in authority, who hear voices 
in the air, are distilling their frenzy from 
some academic scribbler of a few years 
back. I am sure that the power of vest
ed interests is vastly exaggerated 
compared with the gradual encroach
ment of ideas. Not, indeed, immediately, 
but after a certain interval; for in the 
field of economic and political philosophy 
there are not many who are influenced by 
new theories after they are twenty-five 
or thirty years of age, so that the ideas 
which civil servants and politicians and

existence of a cabinet (or a junta) may conceal 
the extent to which the decision-making process 
is, in fact, dispersed” . (Colin Leys, “A New 
Conception of Planning?” Crisis in Planning, 
op, cit., Vol. l, p. 60.)

even agitators apply to current events 
are not likely to be the newest14” .

These last “ agents of development” 
include the proponents of the utopian- 
normative and technocratic-rationalistic 
approaches discussed above, to the 
extent that these try to confront the 
socio-political application of their 
prescriptions. They notoriously offer 
a bewilderingly wide range of prescrip
tions, none of which have as yet been 
incontrovertibly successful in their 
contacts with reality. They fall into 
three roughly distinguishable groups: 
the planners, the reformist-meliorists, 
and the revolutionaries.

The planners, as the most conspicuous 
representatives of the technocratic-
rationalistic approach, have already 
been discussed. For a brief period the 
impression gained ground in circles 
concerned with development that neutral 
techniques had been devised or were on 
the point of being devised that could be 
“applied” by any government taking 
them seriously so as to bring forth a 
predictable product —  “development”. 
This impression has gone by the board, 
and the planners have been scolded 
repeatedly —  and have scolded them
selves —  for their isolation from political 
realities and the inadequacy of their 
techniques.15 They have tried to

i4John Maynard Keynes, The General 
Theory o f Employment, Interest and Money 
(New York, Harcourt Brace and Co., 1936, p. 
383-4).

15The following remarks by Dudley Seers 
are representative: **... his approach is
likely to be static. The planner's university 
education is not likely to have provided him 
with much help in thinking about how economies 
operate at different levels of development 
(and with different institutions). He is hardly
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define their relationships to political 
agents, to associate themselves with 
“participation”, to find means of
transforming rather than furthering 
the prevailing style of economic develop
ment. The question then arises, as 
Wildawsky suggests in the quotation
above, whether they retain any plausible 
case for remaining a “discipline” 
with common techniques, offering 
definable services to public policy, 
whether they are not merging into the 
other categories of intellectual agents 
of development. To the extent that the 
planning approach remains distinct,
and its practitioners do not resign 
themselves to ornamental roles and 
academic exercises, it supposes the
possibility of completely rational man
agement of human affairs in pursuit 
of quantified g o a ls ... if only the 
correct prescription can be discovered 
and the right agents convinced of its

prepared, therefore, to look at the economic, let 
alone the social, realities and ask how the 
resources of the country might be mobilized for 
change — as some politicians would really like 
him to d o ...  It is especially likely ...that the 
planner will fail to understand the extent to 
which political realities determine the geo
graphical patterns of government expenditures 
or the sources of foreign aid. .. .His social 
life brings him into contact with the (usually 
articulate) residents of the capital; so indeed 
does his official life. . ..Y e t the population 
of the capital is very different in income, oc
cupation, etc., not merely from that of the 
countryside, but also from the public in other 
cities. . . .  the planner will tend to incorporate 
in his model the myths prevalent in the capital 
about the consumption and production functions 
of the rest of the country. . . .  Perhaps most 
significant of all is the planner’s attitude to 
the quality of the statistics he is using . . .  the

correctness and marshalled to apply 
.. 16 It.

The reform ist-meliorists have in 
common a distrust for utopias, infal
lible technocratic prescriptions, and ca- 
tastrophist demonstrations that a pre
vailing pattern of growth and change 
cannot continue because it functions 
unjustly and inefficiently. They aspire 
to understand socio-economico-political 
structures so as to work within them for 
value-oriented ends, on the supposition 
that these structures are never going to 
be perfectly rational and oriented to 
human welfare, on the one hand, nor 
irremediably oppressive and incompat
ible with value-oriented development, 
on the other. National consensus on 
societal goals is not to be expected.17

economics student is taught to handle numbers 
as if they were objective facts, instead of being, 
as they usually are, nothing more than 
enlightened guesses” . (“The Prevalence 
of Pseudo-Planning”, The Crisis in Planning, 
op. cit., Vol. I, p. 25-28).

“ If planning is a universal tool, 
planners find it reasonable to ask why their coun
tries cannot live up to the requirements of 
rational decision-making. If planning is valid, 
they feel, nations should adjust to its demands 
rather than other way round. To save planning, 
planners may actually accept the blame. For 
if better behaviour on their part would make 
planning work, the solution is not to abandon 
plans but to hire more talented planners.”
(Aaron Wildawsky, op. cit.).1?

“There is no such thing as a collective 
national ‘objective function’. There is rather 
a complicated mix of goals, which may be under
stood partly in terms of a limited number of 
themes around which there is something like 
consensus or for which there is at least a substan
tial majority support, but which for most of the
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Uncertainty is a permanently unavoidable 
concomitant of human affairs, and 
development is an open-ended process 
calling for flexible tactics to take
advantage of opportunities as they 
present themselves. The reformist-
meliorists prefer to act in societies
with open political competition and
articulate interest-groups, but they are 
not surprised nor moved to withdraw 
from attempts to influence policy if these 
conditions are not present. They do 
not see revolution as a precondition to 
an acceptable style of development, but 
if revolutions occur they view them as 
new concatenations of challenges and 
opportunities, to be studied sympatheti
cally. The reformist-meliorist outlook 
permits a subtle appreciation of the 
complexities of policy-making and the 
ambiguities of most change processes 
in terms of their impact on human 
welfare, but it also supports a certain 
Panglossian smugness, a predisposition 
to find reasons for affirming that all is 
for the best, if not in the best of all possible 
worlds, at least in as good a world as 
humanity has any reason to expect, and 
that incremental reforms combined 
with human genius for muddling through 
will gradually make it a little better.18

time is fluid and changing. At different moments, 
different groups have priority and different 
perceptions of self-interest and collective interest 
dominate. The planner’s problem is to be able 
to build plans around a limited number of goals, 
isolated from the rest, for which a necessary 
minimum of support appears to be assurable 
during a necessary jninimum period.” (Colin 
Leys, “ A New Conctç|ÿ®n of Planning?” , Crisis 
in Planning, op. cit., Víg>¡¡.?,'p. 72.)

‘“Albert O. Hirschman has labelled 
this approach “reform-mongering”, and has

In practice, reforms and spontaneous 
developmental processes that have been 
hailed as shining examples have so 
often later collapsed or stagnated that 
the reformist-meliorist approaches, like 
the technocratic planning approaches, are 
less credible than a few years ago. At best, 
they offer no comfort to the international 
demands for an immediate end to 
poverty and injustice. Nevertheless no 
convincing real alternative is at hand for 
the international organizations and the 
“experts” aspiring to influence policy 
within concrete national situations 
—  however much intellectual allegiance 
they may owe to utopian-normative and 
technocratic-rationalistic schemes.

The revolutionary or “counter
planning” outlook —  to the extent that
it is not contaminated by technocratic or 
reformist-meliorist hopes —  starts from  
the premise that the existing socio
political order is radically incompat
ible with a value-oriented style of
development, or with full unfolding of the 
human potential. Therefore —  depend
ing on the diagnosis of the stage this 
order has reached, the way it functions,

been one of its most avowed and ingenious 
practitioners. See, in particular, A Bias fo r  Hope: 
Essays on Development and Latin America 
(New Haven and London; Yale University 
Press, 1971). The writings of Aaron Wildawsky, 
John Friedman, and Albert Waterston, along 
with most of the contributions to Crisis in Plan
ning, op. cit., offer variants on the approach. 
The most explicit formulations of it come 
from the English-speaking countries. Elsewhere, 
there seems to be more reluctance on the part 
of persons concerned with development policy 
to acknowledge it as a guiding principle and as 
a virtue, although their practical tactics cannot 
help following it.
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and the constraints imposed on national 
action by the world order —  the primary 
task is either to demolish it or to promote 
its ripening to a point at which demolition 
will become feasible. The agents that 
have been previously assessed — classes 
and groups, their mobilizers and 
spokesmen, holders of primary power, 
the personified State or national 
executive —  and the policies advanced 
by technocrats and reformist-melior- 
ists are then assessed in terms of their 
potential contributions to demolition, 
the accomplishment of stages of “deve
lopment” leading to ripeness for 
demolition, or the strengthening of the 
existing order against demolition. The 
place of the agents in an eventual value- 
oriented style of development and the 
concrete policies required recede to a 
secondary level of speculation or become 
confused with the immediate instrumen
tal role of agents and policies. In 
relation to national societies undergo
ing polarized and dependent “devel
opment” the revolutionary outlook is 
bolstered by the obvious and persisting 
lack of correspondence of the existing 
situation with human values, and the 
abundant evidence that the best- 
intentioned technocratic and reformist- 
meliorist schemes are either ineffectual 
or contribute to the polarization between 
classes and groups. At the same time, 
the outlook is fragmented and frustrated 
by the failure of the societies to  meet the 
preconditions for revolution set by the 
theories underlying the revolutionary 
outlook. The “ proletarian” class that 
should be the grave-digger of the existing 
order is not growing markedly in relative 
size nor organizational coherence and 
seems more disposed to uphold the order

than to overturn it. The “marginalized” 
or “sub-proletarian” strata whose well
being seems most incompatible with 
perpetuation of the existing order, in 
their ambiguous relations to the systems 
of production and employment and to 
the State, respond poorly to coher
ent revolutionary appeals. Moreover, 
the pervasiveness and complexity of 
present economic, political and cultural 
interdependence with the world centres 
suggests that demolition of the existing 
order at the national level will either 
be altogether impracticable or will 
imply costs in terms of societal disruption, 
repression and enforced closure of the 
society, that would make posterior 
value-oriented development problematic.

To the extent that this last constraint is 
acknowledged the national revolutionary 
must take into account international as 
well as national “ripeness” for change.

The revolutionary rejection of the 
existing order as a framework or starting 
point toward a style of development 
deserving support can obviously lead 
to a wide range of different tactical 
conclusions. The revolutionary can 
concentrate on the task of immediate 
demolition, or at least of making the 
existing order unworkable, on the as
sumption that this will help generate 
the preconditions for transformation.

Or he can try to redefine the preconditions, 
experiment with tactical alliances, and 
await favourable conjunctures in a 
manner indistinguishable from the 
reformits-meliorist approach except 
in the underlying suppositions. Or he 
can try to create and mobilize support 
for a utopia so compelling that its appeal 
will outweigh unfavourable objective
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conditions. And the reformist meliorist positive in their capacity to generate a
tactics may, in the end, even find some dynamism that their own views of needed
variants of the revolutionary outlook changes require but cannot muster19.

4.
In lieu of conclusions

The above exploration of approaches to 
development, starting from the question 
“Who is approaching what?”, has 
encountered many different would-be 
agents acting within many different 
combinations of opportunities and 
constraints, in pursuit of an objective 
that is continually being redefined, 
falling back on verbal and organizational 
rituals for lack of ability to foresee and 
control the course of events, and 
sometimes violently rejecting reality 
for its failure to conform to their concepts 
and values. One finds, internationally 
and nationally, a chorus of agreement 
on the need for “unified”, “human- 
oriented” approaches to development, 
combined with real concentrations of 
power, resources, and public attention 
on aims that are either irrelevant to such 
approaches or obviously incompatible 
with them. One finds that the promotion 
of “development” has become an 
industry in which supply creates its own 
continually diversifying demand for 
“experts”, in which conferences beget 
conferences and declarations beget 
declarations, in which major “problem 
areas” incorporating different con
ceptions of developmental priorities 
continually hive off organizationally, 
receive symbolic recognition in “years”, 
inflate themselves to cover all aspects 
of “development”, and spawn infinitely 
ramifying co-ordinating mechanisms.

Under these conditions, explorers sent 
out with instructions to find a “unified 
approach” to development risk assuming 
two folkloric roles at once —  that of the 
blind men describing the elephant and 
that of the mice discussing how to bell 
the cat.

Such an exploration is inevitably 
unsettling to the proponents of utopian- 
normative, technocratic-rationalistic and 
socio-political approaches, to the re
volutionaries as well as the reformists. 
At the end, all on them can be expected 
to retort: What positive, practical
proposals do you have? The present 
paper, of course, does not set out to 
demolish previous How to Develop 
prescriptions and then propose an 
infallible new one, nor to reject previous 
societal candidates for the honour of 
leading the way to development and 
then nominate different agents who can

l9“ . .. there is a special justification 
for the direct search for novelty, creativity, and 
uniqueness: without these attributes change, 
at least large-scale social change, may not be 
possible at all. For, in the first place, the powerful 
social forces opposed to change will be quite 
proficient at blocking off those paths to change 
that have already been trod. Secondly, 
revolutionaries or radical reformers are unlikely 
to generate the extraordinary social energy they 
need to achieve change unless they are exhilarat
ing ly conscious of writing an entirely new page of 
human history” . (Albert O. Hirschman, A. 
Bias fo r  Hope, op. cit., p. 28.).
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really do the job. As was indicated at 
the beginning, this paper is a personal 
by-product of a continuing policy- 
oriented research project that has
formulated certain proposals, without 
pretension to the discovery of a develop
mental panacea. These proposals which 
in die main select and re-combine ideas 
already current in international develop
mental discourse, are being published 
elsewhere.

This paper does not argue that any 
of the approaches it describes are 
illegitimate or altogether on the wrong 
track, although it does suggest that each 
of them in different ways lends itself to 
oversim plification and mystification. 
It really points to an existential approach 
to development, in which the would-be 
agents should cultivate an awareness 
that theirs is a possibly Sysyphean task 
of trying to impose a measure of value- 
oriented rationality on realities that 
will remain permanently recalcitrant to 
such rationality. All societies that 
survive will have to strive to “develop”, 
in the sense of enhancing their capacity 
to function over the long term for the 
well-being of their members. None 
will ever reach a blessed terminal state 
of “being developed” . Apparent suc
cess may, in the long term, lead into 
a trap of relative incapacity for further 
innovation. From this point of view 
all national societies at all points of time 
and at all levels of poverty or prosperity 
confront a certain range of accessible 
alternatives with different combinations 
of advantages and disadvantages. The 
capacity of their dominant forces to 
choose specific alternatives depends 
not only on objective conditions but 
also on their subjective appreciation of

these conditions and on the momentum 
of what as already been done. Choices 
or failures to choose are continually 
closing doors and opening different 
ones. If opportunities are not seized, 
if choices do not correspond to realities, 
if capacity for adaptation and innovation 
fail, then in the words of W.H. Auden, 
“ History to the defeated may say alas, 
but cannot help or pardon”. Neither 
can the international development 
movement.

The international demand for a 
“unified approach” is aimed at in
terpretations and strategies of de 
velopment more directly oriented to 
social justice and the meeting of basic 
human needs than heretofore. Such 
interpretations and strategies will not 
be any more “unified” in a literal sense 
than their predecessors. In fact, they 
are bound to be more diversified than 
the strategies concentrated on maximi
zation of investment and production, in 
their striving to reconcile multiple 
objectives, respond to differing national 
potentialities and values, and enlist 
creative popular participation. The 
change of focus from a “ unified approach” 
to exploration of the viability and 
aceptability of differing “ styles of 
development” within specific national 
settings recognizes this. The attempt 
to introduce the theme of “styles of 
development” into international dis
course, however, is not immune from 
the temptation to seize upon verbal 
novelties, new packaging for old 
prescriptions, token solutions that do 
not match the magnitude of the problems 
to which they are addressed or the 
intentions of the power structures that 
would have to apply them. The present
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paper from its vantage point within 
international developmental discourse, 
has been —  perhaps obsessively —  
preoccupied with this temptation. It 
looks back over a quarter of a century of 
international reports speaking of suc
cessive “ growing awarenesses’1 of the 
need for more “balanced” or “com 
prehensive” approaches to development. 
If awareness had really grown at such a 
rate the international community should 
have attained total enlightenment by 
now.

Ideally, the “unified approach” 
should embrace the whole human race 
and the international community should 
attach a positive value to diversity in 
styles of development, if only for the sake 
of experimentation and cross-fertiliza
tion, as long as they do not diverge grossly 
fipm the international consensus on 
human rights and values. Within these 
limits, each national society should be 
free to pursue its own style and to count 
on the co-operation it needs to do so. 
In practice however, no national society 
is in a position to evolve its own style 
without careful attention to external 
constraints and manoeuvering within 
the limits of the practicable. The 
meeting of needs through international 
co-operation remains precarious, in
hibiting, and in part illusory; national 
societies striving to develop cannot 
dispense with such co-operation, but 
neither can they lean on it, particularly 
when they leave the conventional paths. 
Finally, the very conception of “national

societies” “choosing” styles of de
velopment is of dubious applicability to 
many of the countries now on the world 
stage. The recognition of the legitimacy 
of alternative styles of development and 
of the possibility of value-oriented 
choice is a step forward from the 
conception of a single path to be disco
vered and followed, under penalty of 
permanent backwardness, but it leaves 
more questions than it answers. The 
present paper is intended mainly to 
stimulate would be agents of develop
ment to preoccupy themselves with these 
questions, and it is appropriate to return 
to some of them at the end: Who is to 
choose a national style of development? 
Who gains and who loses? Are the domi
nant social forces able and entitled to 
commit a society to a given style? Will 
styles of development corresponding to 
the international norms for social justice 
set forth above, within the limits of 
austerity and sacrifice set by national 
resources supplemented by problematic 
external co-operation, really be ac
ceptable to the articulate and organized 
population groups whose acquiescense 
will be essential, or even to the ideologists 
and planners who are calling for more 
equitable and autonomous styles? 
Will national societies in the real world 
be able to attain the degree of consensus 
and rational organization called for 
except at a price that will distort the 
new style into something quite different 
from the image of the just and free future 
society informing it at the beginning?
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This article makes a critical analysis 
of the various ways in which the concept 
of styles of development has been used, 
especially by those participating in the 
recent efforts to shape a unified approach 
to development. First of all, it briefly 
summarizes the main stages in the 
evolution of recent thinking on this 
matter, beginning with development 
strategies defined from a strictly econo - 
mic point of view. It goes on to describe 
how social aspects — education, health, 
housing, social security, etc. — were 
gradually added, while more recently 
attempts have been made to incorpora
te elements of a sociological and poli
tical nature. Finally, a critical analysis 
is made of some of these attempts 
(especially those based on an analysis 
of the agents of development), and the 
article concludes with a definition of the 
concept of styles of development and 
an enumeration of the criteria which 
should be used as a guide in their 
analysis.
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Introduction
This exploratory paper refers to some 
aspects —  both methodological and 
substantive —  of the idea of “styles of 
development”. Since the use of this 
concept has become familiar in recent 
years and the writers using it for different 
explanatory or instrumental purposes 
are already quite numerous, these notes, 
which merely aim to identify some speci
fic problems and raise certain queries, 
deal first with some recent contributions 
in this field, mainly in connexion with the 
“unified approach”,1 and then go on 
to explore some substantive aspects.

It may be noted that in the whole 
group of contributions in question there 
is nothing resembling any reasonable 
degree of methodological integration. 
On the contrary, comparison of them 
reveals a certain diversity, if not con
fusion, in the use of these synthetic 
categories or conceptual constructions. 
Possibly this discrepancy is inevitable, 
considering that the similarity of the 
terms used conceals marked differences 
in the theoretical and methodological 
assumptions, in the actual areas consider-

lThe most recent studies on the unified 
approach project include the United Nations 
Report on a unified approach to development 
analysis and planning, Note by the Secretary- 
General (E/CN.5/519), 5 December 1974.
On a more critical note is Marshall Wolfe’s 
important contribution, contained in this 
same issue, entitled “Approaches to develop
ment: Who is approaching what?". From a 
different but also critical angle is the valuable 
study of the unified approach by J. B. W. 
Kuitenbrouwer in Premises and implications 
o f a unified approach to development analysis 
and planning, United Nations Economic and 
Social Commission for Asia and the Pacific 
(SD/BP/3), 9 July 1975.

I.
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red in the analysis, in the value judge
ments involved, and in the underlying 
ideological and intellectual origin. It is 
certainly not our intention to try to unify 
these differences, since such eclectic 
attempts generally prove fruitless. If 
observed closely, this very diversity may 
be the source of a new wealth o f content 
and may stimulate us to gain a more 
thorough grasp of this elusive phenome
non of development. On the other hand, 
it could also involve considerable con
fusion between present and future, reality- 
based and value-based judgements, 
ideology and utopia, and not less between 
levels of analysis. To put so many dif
ferent concepts together might bring 
serious disadvantages.

This is not the moment to investigate 
the origins of these concepts —  an 
erudite undertaking which would be 
foreign to our purposes —  but it is not 
out of place to say that the need for this 
has arisen mainly since the late post
war period, when development was seen 
to be a complex and fascinating process, 
full of facets and dimensions which it 
was necessary to synthesize. The original 
models, or at least the most widely dis
seminated ones (Domar-Harrod, for 
example), were economic and very 
simple2. Shortly afterwards, sociologists, 
political scientists and historians joined

2This does not mean that the long 
tradition lying behind these synthetic 
concepts relating to both economic growth 
and social development has been overlooked. 
Their origins go at least as far back as Quesnay 
and Adam Smith and are also contained in 
the intellectual contributions of such notable 
figures as Ricardo Marx, Max Weber, Sombart 
and Pareto, who explained in various ways 
the growth dynamics of the capitalist 
“model” or “ system” . They all felt the

the movement started by the economists 
and thus began the proliferation of mo
dels and styles which is still vigorously 
continuing today. So far, the efforts 
made to establish and demarcate the 
theoretical location o f these categories 
and to define their relations with other 
similar categories have been few and 
unsuccessful. Greater progress has 
been made in carrying out more specific 
studies identifying national and sub
regional types and models suitable for 
an empirical approach to the problem.

The United Nations’ concern to find 
a “unified approach” to explain the 
development process goes back several 
years. As far back as 1970 the Economic 
and Social Council and the General 
Assembly called for a fresh exploration 
to seek “a unified approach to develop
ment analysis and planning”. Implicit 
in this request was “ a judgement that 
the many previous attempts did not 
penetrate deeply enough into the reasons 
why the processes of economic growth 
and societal change... are having such 
ambiguous consequences for human 
well-being, and why the disciplines of 
development analysis and planning 
from which so much was expected a few 
years ago are demonstrating so limited 
a capacity to explain or direct these 
processes of growth and change

need for sufficiently broad categories capa
ble at the same time of providing an insight 
into the essential nature of the complex 
overall development process.

^United Nations, Report on a unified 
approach to development analysis and 
planning (E/CN.5/477), 25 October 1972.
For further information, see United Nations, 
International Social Development Review, 
N" 3,1971.



POWER AND DEVELOPMENT STYLES /  Jorge Gneiaeeiui 175

The result of this pragmatic concern, 
both in international agencies and in 
academic and intellectual circles, has 
been a considerable volume of studies 
of widely varying value which already 
form a copious bibliography. Many of 
the original problems persist, however, 
and the progress achieved falls far short 
of the hopes placed in these efforts. 
Indeed, it might almost be said that the 
frustrations seem to be increasing inas
much as the original misunderstandings 
are growing instead of diminishing.

Thus, not a few of the essential 
questions as to what the term “style of 
development” means still persist, and 
the efforts to answer them have been 
unsuccessful. It might rather be suggested 
—  perhaps over-pessimistically —  that 
some difficulties have increased and 
that the confusion regarding termin
ology is worse than before, partly owing 
to the active (and no doubt involuntary) 
contribution of the various inter

national technical groups concerned 
with the unified approach project, which 
have contributed imaginatively and 
generously to the profusion of nouns and 
adjectives currently in use, as pointed 
out with some irony in the aforemention
ed study by Marshall Wolfe. There is 
something smacking of magic about 
these pretensions to solve substantive 
problems, underlain with complex 
theories of development, by means of a 
play of words and terms which probably 
do more to obscure them than otherwise. 
When the word styles was first used, not a 
few believed that this meant the end of a 
stage in the process of trial and error in 
development thinking based on value- 
oriented and ideological positions and 
expressed in obsolete terminology, and 
that a broad and promising avenue was 
opening up towards the future. This has 
not been the case, however, and the old 
problems have been cast in a new mould 
without this amounting to anything but 
a nominal change.

II.
Some heterodox positions

When we refer to development styles 
(or models), a number of fundamental 
questions inmediately arise: what does 
this concept mean, to what aspect of 
reality does it relate? What place does it 
ocuppy in the theoretical analysis of 
development processes ? What are its 
fundamental and secondary elements 
and what kind of relations exist between 
them? In what time context does it fit? 
In other words, is it a static or a dynamic

concept, a synchronic or a diachronic 
problem? And —  not to make the list too 
long —  what is the best way of dealing 
with the problems involved? The ques
tions do not end here, but these will 
suffice to show the sort of difficulties 
involved in examining the various 
documents and studies relating to the 
unified approach project.

Strictly speaking, the first problem 
is one of method, and relates to the
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definition of the term, i.e., the 
significance given to it. I have searched 
unsuccessfully in the various studies 
analysed for a clear-cut definition or 
description of this central concept. 
There can be no denying that some 
highly interesting elements and lines 
of thought have emerged which might 
be useful in an attempt to reconstruct 
the basic ideas underlying the volumin
ous output on the subject. A whole 
series of ingenious classifications relating 
to a variety of possible viewpoints from 
which the development process may be 
analysed have also emerged. At any 
rate, it is known that the question of 
development should be dealt with by 
means of a unified approach, which 
should globalize and integrate the 
partial viewpoints of economic, social, 
political and cultural development. 
Whether or not this integration of view
points has been achieved is, to say the 
least, open to question. What is certain, 
however, is that beyond the formulation 
of good intentions and needs, there is 
still no clear definition of the substantive 
meaning to be ascribed to styles of 
development conceived as overall dynamic 
processes, which is the aim of the unified 
approach perspective.

To some, this might seem a formal 
and academic concern. I could on no 
account share such a view, however, 
because that would mean accepting 
that it was right to use such complex 
concepts without showing the theoreti
cal context from which they derive or 
indicating methodically and systema
tically their basic elements and re
lations. In other words, I would have 
to admit that they could be given 
an exclusively empirical basis and that

the purpose of this effort could be 
reduced to serving the pragmatic 
aims of development planning. This 
is not the spirit in which the unified 
approach project was formulated, and 
still less that found in several of the 
studies on the subject. Nevertheless, 
the danger persists that the type of 
approach which is likely to predominate
is that which M. Wolfe calls the
technocratic-rationalistic style4, which is 
precisely a style that is divorced from 
methodological concerns and has a 
decidedly “practical” orientation.

It is difficult to imagine a unified 
approach to styles of development 
which does not involve the adoption 
of a theoretical (and value-oriented) 
position with regard to the actual
process of development, i.e., with
regard to the factors which generate, 
condition and curb its dynamism and 
the utilization of its results. The 
adoption of such a position, whether 
explicitly or implicitly, is inevitable, 
and since this is so, it seems reasonable 
to adopt it and formulate it explicitly, 
both because the ideas are clarified and 
obvious confusion is avoided in this 
manner, and also because, with a clearer 
understanding, more rational and efficient 
instruments can be forged with which to 
act on development.

One noteworthy feature of the
literature on a unified approach and 
on styles of development is that there is 
rarely any attempt to explain the
development process or to make a
critical analysis of the economic, social,

4 See Approaches to development: Who
is approaching what?, op. cit., p. 45.
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cultural and other theories which provide 
partial and segmentary explanations 
of development and seem to be in the 
process of being refuted. In reality, the 
whole unified approach movement is, 
on the one hand, a reaction against the 
predominance in development thinking 
and action of theories based exclusively 
on economic assumptions, which came 
to the fore in the years immediately fol
lowing the Second World War, while on 
the other hand it is also a reaction against 
disciplinary segmentation (as already 
noted), and no less so —  although 
withouth saying so in as many words —  
against the wide variety of ideological 
approaches and concepts of develop
ment.

Criticisms of exclusively economic 
theoretical interpretations of growth 
were already in vogue in the mid-1950s 
and have become particularly sharp 
since then, to the extent that they have 
led to changes in development strategies 
and policies. This is evident from the 
attempts to integrate the so-called “social 
aspects” into the main body of develop
ment doctrines. The original concept 
of social aspects was extremely limited 
and included only education, health, 
housing and nutrition. Some time was 
to pass before it was admitted —  and then 
only to a limited degree —  that certain 
social dimensions not previously consid
ered, such as the social classes, power 
relations, and the political nature of the 
State, are of fundamental importance 
in the orientation of development 
strategies, especially in Latin America. 
From that moment onwards, concepts 
such as political development models 
or styles began to be used, together 
with other terms such as “system”,

“pattern” and “profile” , which indicate 
a more comprehensive, synthetic and 
dynamic approach while bringing in 
new elements which were neither clearly 
expressed nor taken into account pre
viously.

There is no point in investigating 
the origin and evolution of the broad 
vocabulary in use, nor how the transi
tions which led to an ever broader idea 
of development came about, because 
we are concerned with a different 
problem. However, it is not out of place 
to say that the transition has in some 
cases been so rapid that it has led to 
the other extreme, and instead of the 
economists’ specific and restricted 
formulas whereby growth was depen
dent on the rate of investment and the 
capital-output ratio, the formulas in 
use now are so general and abstract 
that they have barely any specific 
meaning or practical application. For 
example, the statemënt that develop
ment is conceived as an overall process 
of interrelated societal changes is, by 
its very nature and vagueness, beyond 
discussion and could be accepted by 
the most antagonistic and opposite
theoretical and ideological currents.

However, if the meaning of some of 
the individual terms used had to be 
defined —  for example, the concepts of 
“change”, “overall process” and “inter
relation”, it is quite possible that such 
agreement would rapidly disappear,
to be replaced by theoretical differences 
with regard to other questions (for 
example, how the change comes about, 
what overall process means and, lastly, 
whether the interrelationship is sym
metrical or asymmetrical in terms of the
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circulation and transfer of resources 
and power).

What still further impedes a clear 
understanding of the idea of styles of 
development is the wide range of 
adjectival phrases applied to the styles
for want of a theoretical definition,

£
thus giving them a variety of meanings .

The use of adjectives is neither a 
substitute for theory, nor is it a good 
way of identifying problems and their 
specific objects or distinguishing clearly 
between the levels of analysis to which 
they relate. The question that must be 
asked, then, is what relationship there is 
between the styles and other concepts 
from the theoretical arsenal of the social 
sciences with varying degrees of abstrac
tion such as system, structure, régime, 
process, strategy, etc.

6For example, one of the studies on the 
unified approach project refers to the follow 
ing types of styles: “value-oriented” and “ even
tual value-oriented styles” ; “current world 
styles”, “ national” and “viable national styles”; 
“politically possible”, “conventional”, “prefer
red” and “prevailing style” ; “original” , “ radi
cally original” , “ innovative style” and “ new 
style” (with respect to Cuba); and, lastly, 
“styles of polarized development”. There may 
be more and further contributions to this reper
tory of terms which may be found in other studies. 
In any case, it is my impression that their num
ber does nothing to clarify the concept of style, 
even if it is felt that there is no difficulty in unders
tanding such a phrase as a conventionally-defin
ed style of development. What does “convention
ally-defined style of development” mean?
To what conventions does it refers, who 
imposes them and how, etc.? It is obvious 
in any case that development styles are not 
“spontaneously generated” nor are they 
distinguished by the qualifying terms applied 
to them.

In other words, to what level of 
analysis and theoretical structure does 
the concept belong? There are practical 
reasons for this concern, since the concept 
of style sometimes seems to correspond 
to that of system, while at other times it 
is much less general and can perfectly 
well be taken to mean strategy. Thus, 
when reference is made in general to the 
prevailing styles of development, this 
would appear to mean capitalism, which 
is a historical system in the current no
menclature of the social sciences. On 
the other hand, a reference to “national 
style”, with a specific sense, cannot 
mean capitalism because it would be 
inaccurate, and this is also true in the 
case of “current” style or “viable” and 
“acceptable” styles of development, 
all of which are closer to strategies. I 
have doubts about the heuristic useful
ness of a concept which becomes a kind 
of potpourri since it is applied at so 
many levels of analysis with so many dif
ferent meanings; so that the central idea 
is difficult to grasp and lacks an explicit 
theoretical reference.

It may be useful here to revert 
to a problem referred to briefly above, 
which is connected less with partial 
disciplinary approaches and much 
more with the evolution of concepts and 
the area covered by the various terms 
used by development analysts. Until 
comparatively recently, economists and 
international agencies spoke óf develop
ment strategies or policies in referring to 
fairly rational, coherent and integrated 
sets of measures for the promotion of 
growth (or development), which were 
considered to form groups relatively 
independent of the sources from which 
they originated and vaguely linked with
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the non-economic conditions in which 
development was taking place. That is 
to say, the old division between the State 
and the economy was maintained, and 
the power components were dissociated 
from the development process and kept 
as constants. The State thus appeared 
as a relatively immutable entity that 
acted as a generating source of econ
omic policies which could change without 
altering the nature of the State or its 
relations with society.

This approach had some advanta
ges since, besides being simple, it en
abled the economists to keep comforta
bly to an intellectual plane dominated 
by their own discipline. This position 
could not be sustained when, first on 
distinguishing between growth and 
development and later on incorporating 
the “social aspects” in the analysis, 
the demands for broader theoretical 
perspectives made themselves vigorously 
felt: so much so that in response to these 
demands other significant elements 
were added which had appeared only 
marginally in the previous analytical 
schemes. These were the international 
“system”, historical trends and national 
structures which, together with the specific 
and concrete circumstances of the 
various regions and countries, determin
ed their possibilities of development.

The next move was to pass on from 
the idea of strategies and policies to 
other more expressive types of concepts 
which would take into account the new 
“social” concept of development. The 
solution adopted to this end consisted 
largely of the addition of new elements, 
which led to the complete reformulation 
of existing ideas. The economic policies 
and strategies (conceived always in a

strictly limited neoclassic or neo-Key
nesian context) were complemented 
with other elements, but what was basical
ly incorporated was the dimension of the 
power of the State in the limited sense 
of a generating source of economic 
growth policies. For this purpose 
concepts were borrowed from other 
social disciplines, mainly sociology 
and political science, where there had 
long been discussion of political and 
social models or styles. These possessed 
some of the integrative characteristics 
sought, but were nevertheless charged 
with connotations it was desired to avoid, 
or at least leave aside. In order to adapt 
them to the aseptic and bureaucratic 
language of the international agencies, 
the political models or styles were re
phrased and the obviously political 
connotations which many of them 
possessed were eliminated. The popular 
belief that if the symptoms are removed 
there is no longer any need to worry about 
the sickness itself did not work in this 
case. The differences disappeared 
from view, but their sources did not 
disappear. What role does power play 
in development? Who are the ones who 
possess power, what kind of power, how 
do they mobilize it, to fulfil what 
objectives, and to serve what interests? 
How is the concept of power incorpora
ted in the whole theme of strategies and 
policies, and what theoretical meaning 
is ascribed to it?

This brings us to a crossroad with, 
on the one hand, the problem of power 
(what person or persons have power 
and how do they use it?) and, on the other, 
that of the generation of change or 
development (what person or persons 
promote change and with what pur
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pose?). Although established power is 
generally conservative, so in various 
respects is the idea of development 
when, for example, its “prevailing”, 
“dominant”, “current”, “real” or “con
ventional” forms are referred to. In 
the concept of styles, the concurrence of 
power and development has to do with 
the generation of the latter, which is 
assumed to be promoted by one or more 
determinable sources of power. If this 
reasoning were correct, the logical 
question would be: what is that source 
of power, how does it operate and in what 
direction?

This brings us close to the philosophy 
of history. I shall avoid digressing on 
the movement and sense of history, how
ever. Although our own concern is 
more mundane, it is worth mentioning 
that the division which was first pointed 
out centuries ago is as clear as ever: 
on the one hand there are those who feel 
that trust should be placed in individuals 
who have been “enlightened” (by 
God, Reason, an Idea or History), in 
great personalities and in key groups; 
while at the other extreme it is felt that 
an answer to the question can be found 
only by observing the historical-structural 
dynamisms of the economic and social 
bases and the development of the 
productive forces.

The first position corresponds to 
the postulation of “development agents”, 
and the problem becomes that of finding 
out and identifying the kind of persons 
or groups that carry out this task and 
the manner in which they promote 
development. For years the main 
concern in Latin American social 
science was precisely this: to locate the 
deus ex machina, seeking among

Schumpeterian entrepreneurs or in the 
middle classes the existence of a national 
bourgeoisie with a hegemonic vocation 
and the capacity to promote moderni
zation after the style of the central 
capitalist countries. The modernization 
theories follow these analytical lines.

A theoretical approach of this kind is 
“action-oriented” when it emphasizes 
the position of the actors (development 
agents) as the dynamic elements in a 
process aimed at fulfilling certain
objectives defined by them, in specific 
circumstances and with li m ited
resources. Structure and history may 
come to have only secondary importance, 
if any, in such an approach, which to a 
great extent is ahistorical. In this 
approach there is a voluntaristic 
component, often indicated in the past, 
which emphasizes the fact that social 
situations and processes do not have 
determining influence. Of course,
history and structure do enter into this 
analytical context, but only as a distant 
backdrop which sets the stage but does 
not restrict the autonomy of the actors 
as central personages in the drama of 
development.

The essential problem is to deter
mine first how fa r  and then in what 
manner the historical-structural trends 
are incorporated in the development 
analysis scheme with respect to the 
actor-agents. It is precisely at this point 
that differences of opinion arise 
regarding the interpretation of the 
force of historical factors in social 
change (or in development).

At all events, the nature of a style of 
development depends in this approach 
both on the quality and on the guiding 
principles and aims of the “agents”
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—  which use certain means to pursue 
a number of objectives —  and also on 
the acceptance (consensus) they win 
for their strategies. Hence, the style’s 
“viability” depends on the social 
forces it can mobilize to overcome 
obstacles and resistance to its imple
mentation or continuity.

There are, however, some metho
dological problems as regards the 
manner of inserting the concept of 
viability into this context and the 
meaning ascribed to it. The idea of 
viability, as used in the context of the 
unified approach project, gives rise to 
some difficulties when an attempt is 
made to reconcile it with so flexible a 
process as development. It is sometimes 
my impression that the dynamic elements 
involved in this idea of viability are not 
properly defined, since it appears 
rather as a static concept. Viability is 
closely linked with the available means 
for achieving the objectives of a develop
ment strategy, which will come up 
against resistance and conflicts that 
will modify its course. The viability 
of a development process would there
fore be bound to undergo changes 
whenever the conditions of the process 
altered. The notion as to what the means 
are is of fundamental importance in 
order to understand their role in the 
formation and operation of the styles. 
As always, there are various alternative 
ways of analysing this question. If the 
means are considered not to be variables, 
the possibilities of a style persisting 
(its viability) will depend on the 
continuity of the existing historical 
conditions, and its adaptability to 
change will certainly be limited by 
the rigidity of the means.

It would be quite a different matter 
if the concept of viability were consider 
ed in a more dynamic context and the 
means were taken as a group of 
instrumental resources closely linked 
with the objectives but not exclusively 
dependent on them. The nature of the 
means would determine the possibilities 
of a style, but once this was established, 
and whenever necessary and possible, 
it could reformulate them, creating 
new means more flexibly adapted to the 
evolving historical and social circums
tances. The advantage of this approach 
is that it makes the definition of means 
more flexible. Under this approach 
styles would be less dependent on the 
definition given, since they could partly 
recreate their own means.

This reasoning has its limits, however. 
The most important of these is the idea 
of contradiction, which stems from the 
lack of complete convergence between 
means and objectives. In such a case, 
the gap may tend to widen in the course 
of time, with the result that the style 
would eventually decline and be 
overtaken and replaced by another. 
This point will be referred to again 
later.

The problem of how to start from a 
correct theoretical approach is not 
solved by allocating the dynamics of 
development to the agents and attemp
ting some classification of them without 
indicating what possibilities they have 
of exerting decisive influence or 
defining the strategies ascribed to
them. Strictly speaking, the question 
is none other than finding out which
are the key agents, i.e., identifying
them so as to determine the values, 
interests and capacities with which
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they will define and impose the develop
ment strategies they support and 
promote. The following questions 
then become almost unnecessary: How  
can the real agents be identified from 
among the many possible potential 
agents to be found in any society? What 
are their special characteristics: how 
can it be determined whether they are 
more capable or “ strategic” than 
others, whether they have the necessary 
consensus (and coercive force) to 
impose their objectives in the face of 
the resistance they will inevitably 
encounter? What guarantee is there that 
their style is more acceptable than any 
of the other available in the “styles 
market” at any given time?

We are once again confronted by 
the theoretical and methodological 
problem indicated at the outset, for 
which there are few useful guidelines. 
Short of suggesting that the events are 
decided by historical chance, it is 
clearly necessary to have a theory which, 
besides affirming that all the existing 
agents (and the lists are long) are 
equally potential candidates for hegem
onic power, maintains that among them 
one or more are “more equal than others” 
as in Orwell’s fantasy.

This type of approach almost 
inevitably brings us to another question: 
What relationship is there between the 
agents and the power elites? I believe 
that the idea of agents is only meaning
ful if it is admitted that they and the 
power elites are one and the same thing 
(or very similar). If that is so, the crux 
of the problem is to establish first who 
they are, and then the kind and quantity 
of power resources they possess and 
how they are utilized. The State seems

to be the main supporting basis for the 
agents and power elites, and they promote 
their policies from it, although this 
may not be explicit. Notwithstanding 
its central importance when discus 
sing a concept of “ agent-promoted” 
development, very little is done in the 
unified approach project to distinguish 
the features and functions of the State, 
that is, its nature as an instrument of 
power and an economic agent under 
different styles of development involving 
different agents which have succeeded 
in imposing their hegemony and promot
ing development strategies pursuing 
their objectives and interests. Some 
provisional studies in the unified ap
proach project analyse the problem 
of social and political structures 
within the context of development, but 
the analysis centres more on nation- 
building, on a very general scale as yet, 
without there really being an explicit 
concept of power in development. Be 
that as it may, these studies offer 
promissing prospects for the future 
exploration of this important aspect.

Accordingly, what ought to be the 
focal point of this type of action-orien
ted approach is rather the concept of 
the role played by power in development, 
because the agents, in order to be 
effective and to be able to make their 
styles viable, must necessarily be a 
power elite, a dominating group, 
coalition or class, an “Establishment”, 
or some other similar entity which 
controls the State apparatus. It seems 
essential, therefore, to endeavour to 
build up a suitable methodological 
approach recognizing the factors 
determining the agents’ position of 
power and the autonomy ascribed to
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them in the specific context of a nation- 
State and at a given point in time. This 
is a necessary requisite if any progress 
is to be made towards an explanation 
of the styles and their acceptability and 
viability in the development process.

This problem cannot be solved, 
however, without first finding an 
answer to some other questions: What

are the structural and ideological 
factors that generate the central 
forces of the development process? Who 
stimulates and guides it? Towards 
what viable objectives and goals, with 
what means and resources, in the face 
of what conflicts, and for the benefit 
of whom? In the following pages some 
exploratory suggestions are put forward 
in this connexion.

i n .

New formulations of some fundamental 
problems

It seems clear that in turning from 
consideration of development strategies 
and policies to consideration of styles 
of development there is a qualitative 
jump which is not always fully recogni
zed. Previously the central problem 
was more limited and more concrete, 
since only strategies and policies were 
involved. It was above all a question of 
understanding the mechanisms for
stimulating economic growth and its 
main short-term targets, within a limited 
historico-social framework determined by 
constant structural parameters. This
intellectual and practical position has 
recently been labelled “developmentism”.

With the inclusion of the idea of 
styles and models, there is a considerable, 
largely qualitative change in the
intellectual goal. The object now is 
nothing less than to embrace the entire 
development process in a broad and 
comprehensive intellectual framework 
so as to be able to view the constellation 
of its circumstances and elements

suitably integrated in a theoretical 
scheme. Such a theory should explain 
how a specific society is mobilized and 
uses its resources to attain not only 
economic growth but also other goals 
which are permanent human val ues 
(human rights, personality develop
ment, creativity, social justice and 
equity, individual and family welfare, 
conservation of the environment, etc.). 
This is the position of the United 
Nations, and it is the task facing those 
who must define what development 
styles are.

Some authors maintain that in Latin 
America there are currently two polari
zed types of development which are so 
opposed that their features may be 
considered as corresponding to 
different economic and social systems. 
They delimit what appear to be the 
“objective possibilities'” or real alternat
ives existing at present in the region.

The first has been called the “as
sociated development model” , thereby
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stressing its dependent relationship 
with the central capitalist countries and 
their big transnational corporations. 
In this model, the power structure 
consists of a coalition primarily 
composed of a civil and military techno
bureaucracy which controls the State 
apparatus in association with the 
large national and foreign companies 
which occupy a dominant position in the 
modem sector and consequently in the 
whole economy. A variety of upper 
middle level groups, including middle- 
level businessmen, top executive and 
professional people, also participate in 
the coalition, although in a somewhat 
accessory capacity. The political style 
is generally authoritarian and demobil
izing, since the “hibernation” of the 
mass of the people is promoted through 
the disarticulation of their autonomous 
political and social organizations. Open 
dissent is directly repressed. The 
central economic objective is accele
rated economic growth, for which 
all available resources are articulated 
and mobilized so as to maximize capital 
formation and the profitability of com 
panies, attract foreign investment and 
contain the wage and distribution pres
sures of the large groups which are left 
behind in a process involving high income 
concentration. The long-term political 
objective in “national greatness”, and 
many social goals which, in another 
perspective, would deserve more im
mediate attention, are subordinated 
to this.

The central objective of the type of 
development at the other pole is “social 
development” or “ popular partici
pation”, which is given priority over 
economic growth. A monolithic and

authoritarian State, without political 
pluralism, is the nucleus of this 
development style and is also the 
main motive force (at least in the 
initial stages). Mass participation is 
widespread and increasingly equali- 
tarian in production, consumption 
and income distribution. The formula 
for economic and social organization 
may be either State capitalism or 
socialism in the strict sense6.

From a methodological point of 
view, this theoretical scheme goes well 
beyond what we have so far been conside
ring under the heading of styles of 
development. The two types outlined 
do not fit easily within the same economic 
and social system (capitalism or 
socialism), which is one of the prere
quisites of the idea of styles, viewed 
here as variations of intra-systematic 
historical configurations. They are, how
ever, useful because they are concrete 
and also because they relate very closely 
to the concerns underlying the analysis 
of styles.

Aníbal Pinto has adopted a some
what different approach in drawing 
attention to some dynamic factors of a 
“scheme of supply and distribution”, 
in which particular importance is 
attached to the question of “for whom” 
in the definition of what he calls a “politi
cal style of development”. His approach 
is nevertheless more economic than 
political because of the emphasis

6Various sources may be consulted 
on these models, including F. H. Cardoso, 
O Modelo Politico Brasileiro, (Sao Paulo, 
Difusão Européia do Libro, 1972), chapter 
3; and J. Cotier, Unified Approach to Develop
ment Analysis and Planning, Case Study; 
Peru, (United Nations, (JNR1SD/72/C.69, 
August 1972).
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placed on the central importance of the 
concept of income distribution in the 
definition of the “scheme” and because 
of the other factors taken into account, 
as will be seen below.

The most relevant dynamic factors  
of the model mentioned by this author 
are contained in the following questions:

(a) What are the nature and origin 
of the main stimulus to demand (external 
or domestic demand, its volume, and 
degree of diversification)? This is 
related to income distribution and its 
tendencies towards concentration (the 
groups which accumulate more and those 
which accumulate less), as regards its 
influence on the structure of demand.

(b) What is the key production sector? 
In other words, what is the “spearhead” 
sector which imparts orientation and 
dynamism to the productive system and 
the supply of goods? How is the latter 
structured?

(c) What is the main structural 
contradiction  (or predominant structural 
feature) of the dynamics of the economy? 
The idea here is to locate the main source 
of economic conflict, which is also 
the fundamental key for estimating the 
possibilities of continuity and future 
economic viability of the style.

The author goes on to state that there 
are two main “motive forces” which 
may act jointly or exclusively: (a) an 
ideology fostered by the State and a 
political apparatus; (b) nationalism .

This scheme has a number of features 
which appear to me to be of great impor

t é e  A. Pinto, “El modelo politico 
latinoamericano” in Política y  desarrollo, 
Editorial Universitaria, Santiago, 1968, pp. 60- 
64.

tance: in the first place, because the 
dynamic character of the model stems 
from both the nature of the factors chosen 
and the manner in which they are 
conceived, and because it is situàted in 
a historical framework of well-defined 
phases; secondly, because of the incor
poration of political variables; and final
ly because of the significance attached 
to the concept of contradiction which 
rapidly leads to a more general idea of 
conflict transcending the economic
dimension.

Consideration of the problem of 
models constitutes a positive contri
bution inasmuch as they represent,
albeit from differing points of view, an 
attempt to provide a thoeoretical
framework for the problems of Latin 
American development, using national 
societies at a specific historical moment 
as a reference.

A problem which is no less important 
but naturally more formal is that of the 
level o f analysis. The methodological 
position underlying the idea of style is 
rather confused, since as was shown 
above the term often refers to potential 
or concrete situations of very different 
scale. This is the case, for example, 
when reference is made to a “world” 
style, to a “national” style, and finally 
to situations whose scope is more 
restricted and which belong to the order 
of circumstantial strategies. Thus “style” 
appears at times to be an equivalent for 
“system” (capitalist, socialist), “structure” 
or “régime”; at other times, on the other 
hand, it would appear to mean something 
like a stage in the development process, 
as in the case of “outward-looking develop
ment”, “import substitution” or “inter
nationalization of the market”, which
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might be (and have been) described as 
“■prevailing" styles of development 
(economic and political).

The upshot of all this is that the 
problem of the relation between systems 
and styles, of how to relate styles to econ
omic and social systems, still remains. 
If it is accepted that the latter are more 
general and abstract conceptions, it may 
perhaps be said that a style is the specific 
and dynamic m odality adopted by a 
social system  within a particular context 
and at a particular moment in history. 
It may be observed that this proposition 
relates to a structure (or social for
mation) rather than a style. However, 
the idea of style has a different origin, 
although in its present version it is 
somewhat akin to the concept of struct
ure. In any event, what is signified in 
the idea of structure is something more 
static and not focused, as style is, on 
the development strategies and policies 
promoted by a political will in particular 
historical and structural conditions.

From this point of view, it may be 
supposed that a “style" is a kind of 
integration of development strategies 
with the power factors which enable them 
to be carried out within an economic and 
social system existing at a historically 
determined time and oriented towards 
certain goals. This idea of linking 
strategies with power in the framework of 
a historico-social formation should 
certainly not be abandoned, because it 
introduces a greater sense of reality into 
the concept of style. In my opinion, the 
idea of style should be an auxiliary 
element in concrete reflection upon 
national development. Inasmuch as 
they represent desired and perhaps 
potential styles, utopias are important, 
if they are sufficiently specific, for 
understanding a historical situation 
and its possible tendencies, but they 
should never be confused whith the 
concrete styles which point more towards 
historically identifiable realities.

IV. 

Suggestions for a characterization of styles

After a summary review of the historico- 
concrete aspects of the concept of style, 
it now seems necessary to return to the
problem of its dynamic content. What 
ultimately promotes a style? It has 
already been pointed out that this 
question leads us directly to an old con
troversy, stemming from the philosophy 

of history, which has run through the 
social sciencies from the very begin
ning. At a risk of superfluity, I shall

recall the two fundamental positions: 
there are those who postulate that the 
leading figures and power élites (or 
strategic groups) act autonomously in 
formulating and imposing the objec 
tives and policies which define a style, 
while at the other extreme there are those 
who concentrate on the role of the socio
economic structural base and the trends 
of historical circumstances, both 
internal and external, in the configura
tion of a development style.
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These are the two extremes in the 
argument over the generation of styles. 
The complexity of the problem allows 
for a great variety of intermediary 
positions. A reasonable question which 
should be raised is the following: what 
optional styles are possible and viable, 
bearing in mind the historical circumst
ances and the structural features existing 
in a society which is organized according 
to a specific economic and social system? 
In other words, what are the frameworks 
and sets of objectives arising from 
specific social class and power relation 
ships in a society which condition the 
orientations and variations of its viable 
strategies and policies?

If it is argued that it is the agents of 
development or “strategic groups” 
which are responsible for defining and 
implementing a style, there would be 
good grounds for replying that even so 
they would inevitably have to act within 
the conditions and limits established by 
historico-structural parameters, and on 
no account in a social vacuum in which 
everything is possible and nothing prob
able. There remains another aspect 
of the problem: should greater import
ance be attached to the agents or to the 
historico-structural processes of de
velopment? This opens the way for an 
essentially mistaken theoretical and 
ideological argument if stated antinomi- 
cally, since neither agents nor structural 
processes can be understood in isolation. 
Their relationship is basically dialecti
cal, and it is only in the framework of the 
whole madetup of the two of them that is 
possible correctly to state the dilemma 
in which, without good reason, they are 
opposed.

Still at the risk of repetition, it should

be made quite clear that the concrete, 
real style is always one of a number of 
historically possible and potentially 
viable alternatives. The choice and 
implementation of one of the possible 
alternatives is a political act, the 
decision of a political will formed by the 
dominant coalition of groups which 
represent social forces with sufficient 
power to be able to impose their choice 
over the other options. In sum, the style 
is a product neither of chance nor of the 
“logic of history” nor yet of “ structural 
conditioning” working blindly and 
inexorably. This is because it has flesh 
and blood (individuals and groups), 
as well as a social and political will which 
acts in a specific historical dimension 
and is guided by ideologies. The impor
tance of individuals and groups, their 
lives and needs, goes beyond their status 
of “supporters of the structure” and 
mere passive agents of history. In turn, 
both history and structure are more than 
frameworks which condition the set of 
alternatives, because —  and this must 
be repeated —  in a national situation 
which is historically concrete and 
conditioned, (here is always more than 
one possible choice.

What makes any one of these choices 
viable is the emergence of a dominant 
class or coalition, the agent of develop
ment of the hour which will have to 
confront and impose itself upon other 
groups with conflicting interests and 
overcome real contradictions which 
stand in the way of harmonizing and car
rying out its social project. Hence the 
central importance o f  conflict as an 
attribute o f a style. What kind of struc- 
ural conflict typifies it? Between whom  
and over what? What are the real object
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ives and the concrete consequences of 
a style, which become sources of con
flicts? To answer these questions it is 
necessary to define largely what the 
nucleus of a style is, what gives it its 
main direction8.

How can development be approached 
as a whole, and the fragmentary and 
often conflicting approaches of different 
disciplines be overcome? What kind of 
synthesis is a style? What is its essential 
content? The opposition between eco
nomic and social development was not 
exclusively the consequence of the 
division between economics and sociology  
as separate disciplines. It was also 
connected with a broad ideological 
spectrum ranging from the “econo- 
mistic” position of those who thought 
that economic growth would necessarily 
produce economic modernization and, 
by its mere presence, the transformation 
and development of society, to those at 
the other extreme who believed that 
both economic growth and social

g
The idea of “ contradiction” , in the 

sense of a style’s lack of consistency, may be a 
mere problem of logical incoherence or it may 
be a sympton of ideological incoherence 
reflecting one or more latent, underlying 
conflicts which make it impossible to attain a 
satisfactory level of agreement among the 
various policies and objectives. The need to 
reach a political compromise by conciliating 
opposing interests makes it difficult, if not 
impossible, for policies and their goals to be 
completely compatible. In our opinion, howe 
ver, this does not imply that a style does not 
exist, since style does not depend — as will be 
seen — upon internal consistency, but on 
the contrary is identified by its structural 
tensions and conflictual confrontations, by 
which its real nature as a historical entity may be 
distinguished.

development represented successive stages 
or phases, and that the latter could  
only be achieved after and on the basis of 
the advance of the former. A different 
opposition is to be found in the “political 
science” or “sociological” view upheld 
by those who believe that political de
velopment (or political revolution) 
must necessarily precede any econo
mic and social transformation, or by 
thé partisans of progressive but gradual 
social reform, or even progressive 
conservatism.

Discussion has now moved to the 
problem of income distribution. On 
this subject there are many who defend 
the view that it is imperative for growth 
to be consistent with increasingly 
equitable distribution. They are opposed 
by those who argue the contrary, i.e., 
that it is first necessary to enlarge the 
cake before sharing it out and that it is 
impossible to do both at once.

It is clear that this is not merely a 
formal problem, since it is of consider
able relevance to the economic and social 
conflicts and struggles which, as stated 
earlier, are the nucleus of styles. Perhaps 
nothing helps to identify more clearly 
the internal contradictions of a real style 
than the fundamental conflicts which 
arise in the implementation of its 
strategies. It does not matter whether 
these conflicts are latent or open, so long 
as they relate to the main objectives. 
In order to characterize the situations 
which typify a style, it is of the greatest 
importance to know the sources o f 
conflicts which are reflected in the con
frontations o f incompatible or irrecon
cilable interest, in social differentiation 
which are neither legitim ized nor 
institutionalized, and in the contradic-
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(ions a t the heart o f  the fundam ental 
social processes.

The sources of conflict are not always 
the same, nor do their original potentially 
or actually antagonistic positions and 
attributes remain constant. The key 
questions therefore appear to be the 
following: What are the problems facing 
a development strategy and what are the 
requirements for overcoming them? Who 
wins and who loses (workers, business
men, the military, technocrats, national 
or foreign capitalists)? What is transfer
red among them (wealth, income, power, 
prestige, education, etc)? D oes growth 
tend towards increased concentration 
or conversely towards increasingly 
equitable decentralization? Where are 
the important decisions taken, who takes 
part in them and how? From what source 
and by what institutional means is the 
current development strategy promoted?

These questions barely do more than 
illustrate the type of problem to which 
priority must b e  given in the con
ceptualization of styles. The social 
sciences (and those who make use of 
them: technocrats and planners) must 
be in a position to anticipate and foresee 
both the stability and continuity of a 
style as well as its crises and final 
collapse. In a sense, the stability and 
continuity of a style is little more than 
the neutralization, postponement or 
overcoming of its basic crises and 
conflicts. From a dynamic and in
tegrated viewpoint, a development style  
is therefore a dialectical process involv
ing pow er relations and conflicts be
tween social groups and classes, which 
arise from  the dom inant form s o f  capital 
accumulation, the structure and trends 
o f income distribution, historical circum

stances and foreign dependence, as 
well as from  values and ideologies. All 
this takes place among other types of 
structural conditioning (technology, natu
ral resources, population) which must 
be analysed as an integrated whole delimi
ting the historical possibilities of a style.

In another sense, a style is the strategy  
of a coalition o f social forces which impose 
their objectives and interests until it 
comes to an end as a result o f its implicit 
contradictions. A historically outdated 
style is replaced by another which better 
reflects the new social forces emerging 
from the process and the alliances and 
conflicts which arise between some of 
its components when they have 
accumulated sufficient power resources 
to constitute a dominant coalition capa
ble of formulating and carrying out 
new projects and objectives more 
attuned to their interests. It should be 
noted, however, that the succession of 
styles does not entail discontinuity of the 
existing social system but rather may 
merely reflect different combinations 
and arrangements of its basic constitutive 
elements.

Although they are used in different 
contexts with varying abstract and 
concrete meanings, when styles and 
models refer to real configurations they 
have a very close relationship — perhaps 
of dependency —  with the particular 
existing form of power and with the 
orientations of the dominant groups. 
However, it is not always possible to infer 
from  them with mathematical precision  
what type o f development strategy they 
will pu t into e ffec t. Nevertheless, in 
a more specific sense, real (or dominant)

9 Here it is a question of conditioning and 
not determination. We emphatically reject any
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styles or models consist essentially 
—  as was pointed out above —  of 
development policies in action, together 
with the contradictions and conflicts 
which are being produced deliberately 
or not.

In this dialectical context particular 
importance must be attached to the 
position and role of the S ta te , its 
organization and essential functions, and 
the position of the groups or elites which 
predominate within it and attempt to 
establish or maintain a given style of 
development. Obviously, the strategy 
of a style arises (and is carried out) 
within the framework of the conditions 
and in the midst of the conflicts 
which make up its historico-structural 
possibilities, since they delimit the 
objectives, means and resources which 
may be used and the interests and 
objectives which will benefit.

In Latin America, the national 
State is an essential part of the machinery 
which promotes development and 
contributes to the definition of the 
dominant style: indeed, it is even more 
essential than in the “countries of 
original capitalist development1'.

mechanistic causal link between the “historico- 
structural situation” and the filiation and 
nature of a style. The future, far from being 
predetermined, is open and may follow courses 
which are difficult to predict but remain within 
certain historical bounds which delimit what is 
circumstantially possible. In this sense, the 
social system functions as a historical matrix 
which conditions the diverse elements of “ the 
possible”, reducing the alternatives to those 
which are compatible with its continuity 
(although not with its immutability).

10See M. Kaplan, Formación del estado 
nacional en America Latina, (Santiago, Edito
rial Universitaria, 1969), passim.

Because of this special feature, it may 
acquire a pre-eminent position which 
allows it some autonomy, in establish
ing its policies, with regardjo the claims 
of its dominant groups. This may be 
explained by the transfer of power to 
the State as the highest political 
institution, power which is largely 
appropriated by the various techno
cracies which plan and execute its strat
egies. Thus, the national State and its 
strategies must be regarded as the 
context within which styles acquire 
concrete meaning and historical di
mensions.

There remains for our consideration 
the “unified approach” to development 
styles. It has by no means been forgotten, 
and much of the foregoing should perhaps 
be viewed as a contribution —  some
times tangential, sometimes more direct 
—  to the discussion of this problem, 
focused on the possibility of integrat
ing viewpoints and conceptions on 
development. The urfified approach 
is an attempt to go beyond the 
interpretations which have hitherto been 
dispersed in a multiplicity of fragmentary, 
unrelated approaches, largely as a result 
of the disciplinary “diaspora” and dif
ferent ideologies and values.

Our small contribution here is 
perhaps limited to indicating some of the 
main difficulties of the problem. In the 
first place it must be pointed out that a 
“unified approach” involves a number 
of interrelated aspects and levels, in the 
field of practical action and integrated 
planning, methodological and theoretical 
questions and — equally important —  
in the field of value judgements, ranging 
from basic assumptions about society 
and social justice to more specific pos-
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itions on ends and means, the particular 
combination of which constitutes the 
substance of the rul ing development 
style.

In a similar vein, it may be suggested 
that there are three facets to the problem: 
the pragmatic, involving the planning of 
development policies; the epistemological, 
stemming from differentiation among 
disciplines; and the ideological, focusing 
on the question of ideologies and social 
values.

In fact, the gordian knot of the unified 
approach lies in the need for thought and 
action regarding development to be 
reasonably integrated. What is really 
being integrated in a unified approach to 
development? It must be, without any 
doubt, the conception of development, 
because this alone is a conceptual 
construct and therefore an ideal entity 
which provides a compact overall view of 
a multitude of partial processes. The 
real processes are the social situations 
and actions, as well as the policies which 
promote and orient development, and 
they are what may be more or less unified 
on the basis of that conception.

This is one level of reality. At the other 
are the states of mind and thoughts of 
individuals, their perception of their 
interests and values, which is what orients 
and conditions their attitudes to develop
ment. The predominant tendency at 
this level is towards the interest-based 
evaluation and, consequently, the ideo

logical judgement of the orientations and 
consequences of development.

A unified approach should strictly 
speaking begin by integrating these two 
levels, which would requiere a relatively 
high degree of complementarity and 
correspondence between social awareness 
and political action. There are many 
interactions between the two levels, but 
what is vital in order to build a bridge 
to link them globally is a concept of 
development which ultimately can only 
be ideological. It seems impossible to 
avoid the need for a value base linked 
to the existential situation, whose function 
is to integrate individual awareness 
and social action around the only thing 
which can unite them, namely, a coherent 
collection of values professed and carried 
out by collectivities which represent the 
dominant social forces.

Politics reappears here as a central 
component of any conception of styles of 
development. The values may vary, but 
styles must distinguish and decide as 
regards how much, how, what and for 
whom, since these are the alternatives 
normally facing a development process 
and the choice rests with the political 
order. The function of choosing between 
them is institutionalized, an it is the 
business of the political apparatus, more 
than of any other institutional order, to 
choose the direction of development 
and promote progress along the chosen 
path.

V.
Guidelines for the identification of a “concrete” 

development style
By way of summing up, some guidelines ing the nature and basic elements of a 
are provisionally suggested for identify- real (actual, dominant, prevailing, etc.)
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style, using a historico-structural per
spective which differs from the approach 
emphasizing the role of agents of devel
opment. They are as follows:
(a) A real style, from this point of view, 
is not merely one or more strategies of 
development (plans, programmes, etc.) 
with a more or less coherent collection of 
policies and with instruments and 
objectives which are legally sanctioned 
by the State and promoted by some 
“agents of development”. Over and 
above all this, it is what emerges from 
political and social practice, as a result 
of the inevitably conflictual confron
tation between that strategy and the 
other possible (and sometimes partially 
or potentially feasible) alternatives 
guided by the pressures of the non
beneficiary sectors or groups and of 
those who are definitely harmed or are 
for some reason in opposition to the 
current style.

<b) There are a number of fundamental 
elements in an analysis of this type: 
(i) the State, as the source which gener
ates policies, and the political régime 
(dominant coalition plus political re
sources) which formulates (or chooses) 
the style and promotes it in an attempt 
to impose it on society through a strategy 
whose policies, both in means and object
ives, are supposedly appropriate; (ii) 
the different social groups and classes 
which have power resources, promote 
their interests and propose alternative 
policies; (iii) the conflicts which stem 
from the incompatible (or irreconcil
able) aspirations of the various groups 
either within or outside the circles of 
political power and of State administrat
ion, whose claims, divergencies and 
antagonisms increase or restrict the

possibilities of carrying out the current 
development strategy; (iv) the structural 
features, ideological frameworks and 
historico-social circumstances and trends 
which limit the possible objectives 
and condition the rules of the game; (v) 
the possibilities of legitimizing a style 
through varying combinations of con sen 
sus and coercion. In other words, this 
emphasizes the nature of the support 
which the style receives and the degree 
of participation in it by the majority 
groups and the “power factors”.
(c) Among the conditioning elements 
the following appear to be fundamental: 
(i) the geographical size, population 
and natural resource endowment of a 
country; (ii) the level and trend of 
technological change and (iii) the com 
bination of international economic and 
political circumstances and the way 
and extent they influence the structure 
and dynamics of a country’s economic 
and political life.

(d) Finally, there remains to be defined 
what may be considered the direction 
of the main movement of a style. What 
identifies it as definite style and how is 
it distinguished from other actual or 
possible styles? What is a style’s central 
project? What national and group interests 
are promoted, what conflicts emerge and 
what resources (how much and in what 
way) are used first to impose the style 
and then to implement and maintain it? 
Who wins and who loses? All the above 
elements are significant for this diag
nosis, to an extent which varies accord
ing to their nature and circumstances, 
on condition that after they are identified 
an intellectual effort is made to syn
thesize them, bringing out what is es
sential àbout them ás a whole. In some
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cases a style may centre upon an overt 
“national project” , which may be the 
ideal of “ national greatness and power”, 
“freedom from foreign dependence”, 
the creation of a new equalitarian style 
of social life, the imposition of “savage” 
capitalism to provide the greatest pos
sible stimulus to economic growth and 
maintain a hegemonistic régime, or 
“national integration”.

Whatever its nature, a national 
project of this kind contains all the 
elements indicated above. In addition 
to being a national undertaking, it is 
a hegemonistic project on the part of 
certain social sectors and classes, 
which define it (and also the style) in a 
way which agrees with their particular 
interests and in accordance with a 
specific form of insertion into the inter

national order. The analysis of it may 
therefore be a starting point from which 
to discover the degree to which it has an 
integrating effect on the strategies 
devised and carried out by the State and 
other power centres, as well as to identify 
the possible main direction of the style, 
i.e., what the fundamental objectives 
of its long-term strategies may be, taking 
into account its concrete possibilities 
at the internal and international levels.

Without wishing to exaggerate the 
significance of the distant future for 
present circumstances, I believe that 
it is in the convergence of both, in the 
influence of long-term demands on the 
here and now, that the answer must be 
sought to the elusive problem of the 
connexion between time in the intel
lectual formulation of a style.





Notes on
integration1
Cristóbal Lara Beautell*
It is argued in these notes that a number 
of factors, together with the current 
problems in the world economy, tend to 
make integration appear less important 
than it really is and to reduce its chances 
of success, so that a clear interpretation 
and evaluation — not as yet available — 
is called for.

A study is made of the growing 
importance of trade between the countries 
of Latin America, which is contrasted 
with the sustained deterioration of the 
region’s position in world markets, and 
an attempt is made to evaluate the 
interrelationships of these markets, 
particularly in the field of manufactures.

The study centres on: (a) an analysis 
of the present integration crisis; (b) the 
inequalities in development between the 
countries and the natural tendency for the 
most backward countries to be the 
“ losers” in integration, barring excep
tions or cases where special policies are 
applied; (c) the differences in views and 
policies as regards the necessary degree 
of protection and programming, arid other 
elements which can affect the influence 
of integration efforts on the economy of 
the different countries.

The notes stress, in particular, the 
need for greater co-operation and linkages 
the different integration schemes and the 
industrialized countries of South America, 
and examine the way in which a flexible 
convergence process among schemes and 
countries could reduce current tensions 
and give an impulse to the advance of 
integration.

•Latin American Institute for Economic ' and 
Social Planning f ILPES ).

CEPAL REVIEW,
First half of 1976 Analysis of the 

integration process: 
Significance of the 

accumulated experience 
of Latin America and 

its real present and 
future importance

The basic assumption of this study is 
that no precise idea exists of the scope 
achieved by the economic integration 
process in Latin America, of the 
manner in which it has been linked and 
co-ordinated with other development 
policies, or of the extent of its influence 
on development in the different coun
tries and regions. This results in an 
imprecise diagnosis which in turn 
leads to uncertainty as regards what is 
to be done, what policies are to be 
followed, and what actions undertaken 
in this field. Moreover, in the absence 
of clear lines to follow, disparate ideas 
emerge and, although these ideas 
possibly contain some valid elements, 
many of them tend to reduce or negate 
the importance of integration. Such 
negation is generally based on two 
assumptions: either the slow progress 
made in the past and the doubts about

’These notes were originally prepared 
for an internal meeting of CEPAL professionals 
and invited consultants, with the aim of 
stimulating discussion, encouraging opposing 
points of view and clarifying the issues raised 
in them, with a view to reaching conclusions 
and concrete suggestions which would allow 
a further impetus to the integration effort. 
It is with this same purpose in mind that they 
are presented here.

1 .
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future viability, or, what is more serious, 
the assumption that even if progress is 
made it has no impact on the truly crucial 
problems of the countries and fails to 
provide social results of any significance.

Integration has not received and 
still does not receive solid support in 
this basic sense. Many of the conditions 
needed for its progress have been 
satisfied, and political decisions for 
achieving it have been taken, but in one 
way or another there has been a lack of 
guidelines which provide a clear interpret
ation of the process and help to orient 
and justify it. This absence, which is 
of course partial and not total, has been 
felt for some time, but in recent years 
and particularly at present it has become 
doubly noticeable, since it coincides on 
the one hand with the fact that the 
integration process is, in a sense, evolving 
in an increasingly rarified atmosphere, 
while, on the other hand, it coincides 
with the difficulties and uncertainties 
of the world economy.

In these circumstances, the 
knowledge and guidelines which are 
lacking have become a political neces
sity, since it may be assumed that the 
same circumstances which call for clear 
interpretative guidelines would at the 
same time permit such guidelines to 
be used to influence the course of events. 
This would be done in two ways, since 
hopefully in addition to the headway 
which can be made in the integration 
process itself, it is indispensable at the 
same time to seek integration policies 
and modalities which are closer and 
better adapted to reality and to the 
economic conditions foreseeable in the 
immediate and medium term future. It 
can thus be argued that the soundness

and firmness of integration depend above 
all on the extent to which it is able to 
increase the capacity of the countries to 
cope with the conditions of the world 
economy and with their own development 
problems over the years ahead. The 
determination of such capacity and of the 
ways in which it could be built up and 
used is a very important aspect of the 
clarification being sought.

Now that the foregoing points have 
been raised, it is worthwhile examining 
the meaning of economic integration 
from different points of view, including 
and even giving special attention to 
those approaches which question its 
very foundation.

It is sometimes argued that integ
ration is not of major importance to the 
large countries of Latin America, since 
they have ample domestic markets and 
can achieve progress in their industria
lization, under better conditions, on 
the basis of their national markets and 
their links with the more industrialized 
centres. For their part, the small 
countries generally appear to be the
permanent losers in the integration
process. The favourable area for it 
would therefore be limited to sub
regional groups of medium-sized and 
small countries of similar economic 
status: i.e., to only a small proportion 
of Latin America.

Behind these broad approaches
there are highly important realities
which should be studied to see to what 
extent they are valid and whether they 
will continue to be so in the future.

Independently of the more detailed 
an alysis which may emerge in the 
discussions, these facts, as well as the 
study of the meaning of integration,
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should be viewed in the context of two 
general but opposing trends: (a) the 
decreasing  proportion of total Latin 
American exports in total world 
exports, and (b) the growing proportion 
of intra-Latin American trade in the 
total of Latin American exports to any 
destination. Those two trends show 
the following characteristics:
■  they are continuous trends in which 

the loss of the relative importance 
of Latin America in world exports 
and the increase in the importance 
of the intra-Latin American market 
are repeated throughout the 1960- 
1974 period, save in a few exceptional 
years;

■  the exports of Latin America are 
also decreasing proportionately 
compared with those of the other 
developing countries;

■  if world exports for the period 1960- 
1974 are divided into four groups 
on the basis of origin (developed 
countries; Latin America; other 
developing countries; whole world), 
all the other groups have export 
growth rates which are higher than 
that of Latin America, while those of 
the other developing countries are 
double the annual growth rate of 
Latin American exports.

This is the first fact that should be 
taken into consideration. Latin Ame
rican exports to the rest of the world may 
have grown very rapidly in recent years 
in absolute terms. Even so, however, 
Latin America’s loss of position is an 
undeniable historical fact, in terms 
both of total world exports and of the 
exports of the other developing countries. 
Consequently, the relative increase in 
intra-Latin American exports must

be interpreted within this context. If 
the share of such exports is increasing 
compared with exports to the rest of 
the world, it is partly because the latter 
did not maintain their relative level and 
partly because of the rapid increase in 
intra-Latin American exports.

One of the aspects which call for 
discussion and study is the relation 
between the expansion of these two 
markets (the intra-Latin American one 
and that of the rest of the world), together 
with the possible role of integration 
in the years ahead. It may be that its 
main function in the future will not be 
limited to partially compensating for 
the inadequate rate of exports to the 
rest of the world through the intensifica
tion of trade within the region. That 
would be a limited role, though a very 
important one. But it could also serve 
as a factor in promoting trade with the 
rest of the world and, in particular, as a 
springboard for launching industrial 
exports to non-Latin American coun
tries, as we will see further on.

The data related to the problem are 
revealing in this respect and ought to 
be kept in mind when looking towards 
the future. Latin America is already 
feeling the effects of the contraction 
in the volume of exports and the slower 
rate of increase of their nominal value. 
For Latin America as a whole it is 
estimated that in 1975, far from there 
being any expansion in the volume of 
exports, there was actually a contrac
tion. For some countries such a con
traction may prove serious, either 
because it has already been occurring 
for some time —  as in Argentina, whose 
maximum export level was reached in 
1970, or because it is very marked, as
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in Venezuela, where the volume of 
exports in 1975 amounted to only 76 per 
cent of those of the previous year.

It is in the light of this that the Latin 
American scene must be analysed 
and that an attempt must be made to 
find a path to integration which takes

full account of these facts. If past 
performance is taken as a guide, eco
nomic integration could not make the 
indispensable contribution required 
of it, since what was observed in the past 
does not bear witness to a force strong 
enough to bring the economies together.

Table 1
EVOLUTION OF LATIN AMERICAN EXPORTS, BY DESTINATION

1950 I960 1965 1970 1974

Share of Latin America in world exports 11.4 7.6 6.7 6.1 6.3
Intra-Latin American exports as a percentage of 
total regional exports

Latin America 8.8 8.7 10.6 12.0 14.7
Argentina 14.0 16.0 17.0 21.0 28.0
Brazil 8.0 8.0 13.0 11.0 11.0
Mexico 5.0 3.0 6.0 9.0 8.0
CACM 7.0 9.0 18.0 29.0 26.0
Rest of Latin America0 8.0 5.0 6.0 7.0 15.0
Andean Group6 11.0 10.0 11.0 11.0 14.0

World exports of Latin America (A) as a percentage
of exports of other developing countries (B) 57.1 48.6 47.1 38.8 22.6

A
Coefficient

D 100.0 85.0 82.3 67.8 39.5

Source: c e p a l  , on the basis of official statistics, and United Nations, Monthly Bulletin o f Statistics, 
"h'ifteen countries.
Consisting of the six countries which currently make it up.

Two of the three biggest countries, 
Brazil and Argentina, had an intra- 
Latin American import coefficient 
for 1974 lower than or equal to that of 
20 years earlier: that is to say, their 
increase in production was not ac
companied by any more than a 
proportional increase in imports 
within the region. In the third country, 
Mexico, the reduction in the global 
import coefficient was accompanied 
by a steady increase in imports from

Latin American countries, but these 
amounted to only 0.5 per cent of the 
gross domestic product in 1974. Any 
revitalization of the integration process 
must necessarily assume a change in 
those trends, since the exports of the 
three countries mentioned amount to 
nearly 50 per cent of the total intra- 
Latin American exports.

For Latin America as a whole, the 
period 1960-1974 saw the fulfilment 
of the basic assumption of a general drop
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in the import coefficient and an 
expansion of reciprocal trade, which 
from year to year has come to represent 
an increasing proportion of the product, 
although it is still very low (3 per cent). 
Furthermore, the reduction in imports 
from outside Latin America was 
approximately double the intra-Latin 
American trade expansion, the dif
ference being made up by domestic
substitution.

In brief, intra-Latin American trade 
increased more rapidly than the gross 
domestic product in 1960-1974, but in 
view of the concentration of exports in 
the larger countries and the relatively 
low level of such trade, it does not yet 
appear to constitute the type of link
between Latin American countries 
which could increase the region‘s
capacity to adjust to and cope with 
world economic conditions. If *the
contraction in world trade were to 
become more intense and continued to 
affect Latin America, there could also 
be a contraction in intra-regional trade. 
The position would then arise that the 
leverage effect of integration and of 
expanded intra-Latin American trade 
would be missing just when it was most 
needed. These trends are highly 
questionable, however, since any 
contraction at the world level may on 
the contrary bring about a higher 
degree of understanding and joint 
action among Latin American coun
tries. In any case, this too should be 
discussed and studied in order to plan 
in advance the rapid expansion of 
regional trade and thus offset, in part, 
the depressive effect of any imported 
recession.

Another matter of concern is the

situation in respect of manufactures 
and the prospects for their future 
export to world markets. The upward 
trend which these exports showed up 
to 1974 already seems to be losing 
momentum and could well fall in the 
years ahead. Furthermore, the export 
of manufactures is a relatively new 
matter in Latin America, since prior 
to the 1960s the total volume of such 
exports was insignificant. Consequently, 
there is not enough experience in this 
type of exports, neither in respect of 
sales to the main industrial centres, 
nor in respect of trade in manufactures 
within Latin America. It can be as
sumed, therefore, that the defence 
mechanisms are still barely adequate 
to maintain the export position outside 
Latin America, while they are much 
too weak to serve to improve that position.

In these circumstances, the Latin 
American market seems to offer an 
element of greater stability: the share 
of manufactures in total intra-regional 
exports amounts to 43 per cent, as 
against only 12 per cent in exports to 
the rest of the world, while the regional 
market’s absorption capacity amounts 
to 31 per cent of the total manufactures 
exported in 1974, and approximately 
45 per cent of the non-traditional exports.

The importance which the Latin 
American market could assume in the 
future can be better appreciated by 
analysing the situation of some coun
tries which account for the bulk of 
Latin America’s exports to countries 
both inside and outside the region. 
Some of them, such as Brazil and Mexico, 
have managed to orient their exports 
of manufactured products mainly 
towards the world market, and they
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would therefore be more sensitive to 
changes in it. Others, such as Argen
tina, have based their exports of 
manufactures more and more on the 
Latin American market, and the course 
of economic integration in the im
mediate future will be of special 
significance to such exports. This is 
clearly revealed by the fact that in the 
period 1961-1974 the Latin American 
market absorbed 47 per cent of the 
increase in Argentina’s exports of manu
factures and 70 per cent of the increase 
in its exports of metal manufactures and 
machinery. In general —  in all of the 
countries except Mexico and Brazil —  
the biggest impulse to exports of metal 
manufactures and machinery was 
provided by the Latin American market; 
this was even more marked in the period 
1960-1965, when Latin America took 
87 per cent of the increase in this type of 
exports.

It may never be possible to make a 
precise evaluation of the relative 
importance of one market or the other 
as a factor in the acceleration of exports 
of manufactures, but it is likely that 
the marked expansion of the sales of 
such goods among Latin American 
countries was the first signal which 
led to the channelling of more domestic 
and external resources towards those 
activities, because of their evident 
viability and profitability. In 1960 
total exports of manufactures to all

destinations did not exceed 600 million 
dollars, and at that time it was not 
thought remotely possible that they 
could increase to the level of 7,300 
million dollars recorded in 1974.

Since both the intra-Latin Ame
rican and the world markets for manu
factures have been increasing in recent 
years at an average annual rate of 
approximately 30 per cent, and it is 
not certain whether it will be possible 
to maintain these rates when world 
trade conditions return to normal, the 
role that integration could play in the 
immediate future must be analysed 
in depth. Its impact is not limited just 
to the problem of payments, but could 
also extend to the industrial structure 
itself and influence the pattern of Latin 
America’s relations with the industrial 
centres and with other developing 
countries, depending on the orientation 
of exports and the scope and impact of 
integration.

An assumption which can be put 
forward and discussed is that in the 
next ten years the economic conse
quences of integration will be strongly 
felt in the majority of Latin American 
countries —  even those of greatest 
economic size —  and that the course 
followed by the integration process 
will be a determining factor both in the 
structure of industry and in the possi
bilities of exporting manufactures within 
the region and to third countries.

2.
Crucial aspects of integration

(a) Definition o f the present crisis

It is necessary to characterize the significance in concrete terms. In all
present crisis and to examine its this there are contradictory facts and
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important points which need clarifi
cation. Integration in Latin America, 
which got off on the whole to a vigorous 
start, has been going through repeated 
crises, and surmounting them has at 
times constituted the manner in which 
the process has progressed.

It is also interesting to note that, 
together with the present crisis in sev
eral of the integration processes, the 
dynamism of the export markets within 
Latin America has changed radically. 
Some of the increases in exports may 
or may not be linked to formal inte
gration programmes and schemes, but 
they do appear to have been induced by 
or to be the indirect result of integration. 
It would appear also that the initial 
forces and other elements which have 
given an impulse to intra-Latin American 
trade have had their effect despite the 
crises, or parallel with them. Brazil’s 
exports to Latin America increased by 
1.9 per cent per year in the period 1950- 
1960; by almost 14 per cent per year in 
the period 1960-1970, and by 27 per 
cent per year in 1970-1974. Argentina‘s 
exports grew by 1 per cent per year in 
the 1950s, by 8 per cent per year in the 
1960s, and by 34 per cent per year in the 
last five years; and we have already seen 
the growing impact of intra-regional 
exports in Latin America as a whole.

It must be asked, therefore, what 
kind of crisis integration is facing at 
the moment, how far-reaching it is, and 
what structural, institutional, and politi
cal scope it has. Is it a general crisis 
which affects all aspects <of integration, 
or does it only affect some aspects and 
policies in particular? Does it amount to 
a real questioning of the various schemes 
and the bases and principles on which
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they are founded? Throughout this study 
it is necessary to analyse in depth the 
factors which are believed to have most 
seriously hindered progress in integration 
or have even been the cause of its 
present crisis. Moreover, this crisis 
has coincided with a period of abnormal 
conditions in the world economy which 
have accentuated its effects through 
interrelationships that need to be 
studied in detail.

This sort of diagnosis attempts to 
find a way out of a situation in which the 
comprehensive schemes, such as 
LAFTA, have for some time past shown 
themselves to be ineffective, while the 
subregional schemes have not been 
equal to the task of resolving the 
problems brought about by their own 
progress. The way out must be sought 
in a wider context of less rarefied eco
nomic possibilities, through collabo
ration between schemes and other 
means capable of bringing the wide 
economic potential of integration into 
play. The integration process is still 
far from having reached its full potential, 
and the crisis finds it still in the phase 
of initial realization, in spite of the 
long period of time which has gone by 
since its inception.

The crisis can be approached on 
three levels: (i) as a crisis of opinion, in 
which less importance is attached to 
the process than it merits, or else it is 
simply ignored; (ii) as a crisis of 
achievements, which are interrupted 
or reduced by it; and (iii) as a crisis of 
perspectives, brought about by the 
lack of a realistic and adequate view of 
the potential —  mainly economic, 
but also social and cultural —  of integ
ration.
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The specific role of integration has 
not been fully appreciated, whatever 
the size of exports, and has been viewed 
only in terms of the scarcity of foreign 
exchange. It is reasonable to believe, 
however, that Venezuela, for example, 
needs more, not less, integration since 
it began to enjoy a big financial surplus, 
and the same could be said of Ecuador.

The need for integration is not dictated 
only by payments problems, nor does 
it end when these are eased. This all 
forms part of the prospects and of the 
potential which the integration process 
has to offer, and is also related to the 
crisis of opinion mentioned above.

Looking towards the future, we 
should ask ourselves also whether the 
motivations which at the beginning led 
to a certain isolation of the different 
schemes, in order to protect their

programmes and not hold back their 
impulse with the introduction of more 
complex conditions, are still fully valid, 
as they well may be, or whether on the 
contrary those originally sound mo
tivations have not outlived their useful 
life, yet still persist at a time when what 
is perhaps needed is not to isolate a 
scheme of advantages and links, but 
to endow it with greater capacity 
—  through co operation on a wider 
geographical and economic scale —  
to implement certain programmes and 
projects or to carry out certain eco
nomic policies of common interest. This 
seems to be the case in Central America, 
and perhaps also in certain aspects of 
the Andean Group. In general, the 
convergence of integration schemes 
could help to strengthen them and to 
alleviate or possibly even overcome the 
crisis.

(b) Inequality o f development and equality o f opportunities

This has been the Achilles’ heel of 
integration. There are clear examples 
of cases in which, as integration progres
ses, there is an increasing tendency for 
the most backward country or countries 
to lag further and further behind and 
remain relatively under-privileged as 
regards its share of benefits generated 
by the process. It cannot be denied that 
there is a natural tendency for the least- 
developed countries to become the losers 
in integration processes, not because 
they do not obtain any benefits, but 
because their relative position within 
the group tends to deteriorate. In ad
dition to these visible effects, however, 
the tendency towards the concentration

of benefits may be exercising at present 
a less intensive, less marked, but more 
pervasive influence which affects the 
integration spirit in general. In Latin 
America there are large numbers of 
poverty zones, and more than two-thirds 
of the countries of the region are eco
nomically a considerable distance behind 
the others: that is to say, they may be 
considered as relatively less developed 
countries. These facts, which could be 
overlooked in a limited and superficial 
integration scheme, become relevant 
precisely when an attempt is made to 
deepen the scope of integration, as in 
the case of the Central American Com 
mon Market and the Andean Group.
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The Andean Group provides the 
first example in Latin America, and 
possibly outside it as well, of a case in 
which the only countries whose share of 
exports increased in the period 1969- 
1974 were the two least developed ones. 
Over those five years the joint share of 
these two countries increased from 16 to 
24 per cent of intra-regional exports, 
and their trade balances were positive, 
with minor exceptions. Although other 
examples of the balancing effects of 
integration could be given, however, they 
are exceptions and do not reflect real 
improvements in the conditions of the 
productive structure, which are perhaps 
the principal determinants of balanc
ed growth between countries.

In addition, when we look at the loss 
of momentum noted in recent years in 
some integration schemes, the heighten
ed crisis in Central America and the 
stagnation of LAFTA, there is something 
in this series of manifestations, and in 
others which are wider in scope, that 
indicates the presence of factors of a 
general rather than a particular nature 
which in recent times have caused some 
resistance to further headway in inte
gration and to the taking of further steps 
along this road, regardless of whether 
they have already been agreed upon or 
not. Such resistance, which is probably 
due to factors of many different kinds, 
may have been greatly influenced by the 
lack of equilibrium in development, by 
disadvantages already suffered, or simply 
by fear of them.

Another factor in this resistance is 
the lack of a clear view of the likely 
consequences of integration in general 
and its effects in the different countries. 
Such doubts hold up the progress of

integration and may lie behind many 
of the obstacles which it has had to face. 
This conclusion is inescapable. Even 
though this cannot be proved categori
cally, it would appear that the future 
course of integration in Latin America 
will be influenced very heavily by 
considerations of this kind, which 
hinge on the relative position of the 
countries and their capacity to take 
advantage of the opportunities which 
integration offers. This problem goes 
beyond the position of each country 
within the corresponding scheme, and 
extends also to the possible convergence 
of schemes and the relations between 
these and specific countries of Latin 
America (mainly the largest ones). 
The progress that can be achieved at 
these three levels is limited both by the 
tendency to concentration of benefits 
and by the uncertainty as regards the 
future position in the schemes men
tioned earlier.

This problem should be dealt with 
in depth by analysing past experience, 
the reception and transmission of im
pulses, the possibilities of improvement, 
and the extent to which all these factors 
determine: (i) greater possibilities of 
communication and contact among 
countries at a similar stage of develop
ment ; (i i) complementarity between 
integration schemes, and (iii) the 
additional task of achieving greater inte
gration and co-operation between the 
more industrialized countries of Latin 
America.

Research and additional action are 
needed at these three levels, even in the 
larger countries. There are various 
reasons for this, but at the strictly 
economic level it should not be forgotten



204 CEPAL REVIEW /  First kaff qf 1976

that even in countries the size of the 
United States it has been estimated that 
90 per cent of the enterprises would

increase their productivity and would 
obtain further economies if they could 
increase their production.

(c) The intensity o f regional import substitution and protection

This matter has become one of general 
principle rather than of economic 
tactics. It gives rise to a confrontation 
of ideologies or positions which affect 
almost all the aspects of integration, 
and particularly that of industrial 
programming and the common external 
tariff.

This crucial point, which becomes 
of critical importance when the integ
ration process reaches a certain stage, 
must be analysed. It is also found in 
the formative phase of the groupings, 
but it is most crucial when, as at present, 
it emerges at the application stage. The 
greatest risk, when this stage of diver
gence is reached, is to fall into a type of 
integration which either continues to 
make some progress but leads to neither 
industrialization nor greater interde
pendence and fails to generate clear 
guidelines in the programmes, or, on 
the other hand, stagnates because it 
pursues at the multinational level a 
degree of programming which is 
incompatible with the various national 
realities and policies.

What has occurred in the CACM, 
where these very points of view have 
been the subject of discussion, confirms 
the need for combining these two aspects 
as they are, in fact, combined in the 
corresponding agreements which assign 
an important role both to the forces of 
competition and to the planning of the

activities of those sectors which are 
considered to be strategic or of key 
importance to development. The problem 
lies, however, in the fact that free trade 
spreads day by day without the need 
for any sort of additional regulation 
whatever, whereas the development of 
programmed industries is bogged down 
in interminable negotiations, thereby 
disturbing the equilibrium which is being 
sought between the two elements.

In reviewing these and other aspects, 
it is suggested that the following be 
borne in mind: (i) the relationship 
between import substitution and the 
size of the market; (ii) the tendency of 
the small countries to aim at the higher 
level of substitution set by the largest 
unit of the integrated body; (iii) the 
new tendencies towards greater liber
alization; stabilization of the import coef
ficient since 1960 and its increase in 
recent years; (iv) the expected growth 
of additional substitution on a multi
national economic basis; (v) com p
lementarity between exports within 
Latin America and those to third countries, 
by both large and small countries; . 
(vi) the possible resultant production 
specialization, and (vii) the need for 
co-ordination of policies and program
mes.

The purpose of studying these 
aspects must be to clarify the problem 
and to contribute ideas for overcoming
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the major difficulty of finding a meeting are laid down in the agreements, but
point or narrowing the gap between the need a viability which they have so far
different theses and policies. These lacked.

(d) The world economic recession

Even .if the growing complexity and 
uncertainty of the world economy were 
to become less acute they would still 
continue to project their effects on the 
prospects and possibilities of integ
ration and constitute one of the critical 
aspects of this process. Reference has 
already been made in other sections of 
this note to various repercussions of the 
world crisis on integration policies.

To these considerations it must be 
added that in any future attempt to 
revitalize the integration process —  and 
such revitalization is essential —  a 
bigger effort will be needed to make up 
for lost time. Such an attempt is not 
likely to begin at a moment when there 
is still an export boom, however, but at a 
time when there are already clear signs 
of its decline.

Sheer necessity alone might make 
it obligatory to find solutions to the 
Central American crisis, to the loss of 
momentum by the Andean Group and 
to the stagnation of l a f t a  , but if 
solutions continue to be delayed or are 
not found at all, and / /  integration 
policies are not capable o f responding 
to the various upheavals in the world 
economy nor o f combining with other 
policies to provide an answer to the 
demands posed by the world crisis, 
such demands will become a divisive 
element in the schemes, by the force o f 
circumstances. This could prove to be

a turning point which will put the whole 
strength and usefulness of integration 
to the test. Ways must be found of over
coming the relative immobility of the 
integration process and placing it in a 
functional relationship with the con
ditions, requirements and effects of the 
circumstances that at present characterize 
the world economy. If this is not poss
ible, it could lead to a strong temptation 
to abandon the integration schemes in 
order to find solutions outside them.

Although a reaction of this type 
would be perfectly understandable, it 
must be realized that speaking of the 
relative immobility of integration does 
not mean that one should underestimate 
the forces which are apparently on the 
increase and which could in the future 
have a major impact on the economy of 
the countries. Thus, taking a long
term view, since 1950 the only category 
of exports which have persistently 
increased more than the product in 
Latin America have been those sold 
within the region. The rate of expansion 
of the intra-Latin American import 
coefficient increased throughout the 
entire period. Even in the period 1970- 
1974 this rate was double that of the 
previous decade, and in the 1960s it was 
double that recorded in the period 
1950-1960. It is therefore a steady 
trend which could indicate the gradual 
building up of closer real links between
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the economies of Latin America, albeit 
at a level which is still excessively low 
(3 per cent). It also gives grounds for 
believing that there are basic integ
ration forces in existence which have been 
manifesting themselves for more than 
two decades within and outside formal 
agreements, although their more recent 
acceleration is a sign of the decisive 
impact of the latter.

Among these various considerations, 
attention should be given to the ques
tion of whether there is any tendency 
for the recession and the changes in the 
world economy as a whole to have such 
serious consequences for a number of 
countries as to weaken the possibilities 
of genuine multilateral co-operation and

lead to a search for bilateral solutions 
rather than overall ones, not only with 
regard to the more advanced countries, 
but also within the framework of the 
Latin American integration groupings 
themselves.

Furthermore, if the economic links 
between countries are to be strengthe
ned, the consequences of the recession 
cannot be allowed to continue un
checked, since the difficulties thus 
raised could well increase with the 
duration of the crisis and reduce the 
relative impact of integration, either 
because they led to the narrowing at 
the national level of the different 
production gaps, or for other reasons 
which would have to be studied.

(e) Bridging the production gaps at the national level

Industrial demand in recent years has 
grown very rapidly, and the increase in 
the global import elasticity for indus
trial products in this period is well known. 
At the same time, however, and side by 
side with the increase in intra-Latin 
American trade, a clear tendency has 
also been noted in some countries to 
close the production gap on the basis 
of their respective national markets, 
which are generally inadequate. This 
tendency is very marked in the dynamic 
industries, and specially in some of the 
metal manufactures and machinery 
lines which would normally constitute

integration industries serving more than 
one national market. These tendencies, 
when duplicated in several countries, 
weaken integration possibilities and 
shorten the time available fo r  integration.

The lag in integration and the recent 
world crisis are major causes of this 
propensity, which is also in keeping 
with the general thrust of import 
substitution. This subject needs to be 
studied with a view to determining the 
possibility of establishing multinational 
plans and programmes which could 
meet these needs with greater economy 
by widening the substitution framework.

(f) The isolation o f integration schemes

Indiscriminate subregional substitution which, with the passage of time, become
may lead to the integration of groups new watertight compartments. Moreover,
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to date there has been no clear tendency 
towards communication between the 
different economic groupings, but rather 
a certain propensity towards isolation, 
as far as real economic rel ations are 
concerned.

It is therefore necessary to examine 
ways in which a process of convergence 
between integration groups could allevi
ate some of the tensions existing in them 
and provide an impulse for their devel
opment by widening their scope as 
regards selected activities or programmes.

Generally speaking, it would be very 
useful to know whether at present a 
policy which pursues complementarity 
among integration schemes, specialization 
by specific countries and groups of 
countries, and the gradual expansion of 
the scope of integration would be consider
ed realistic.

It also seems opportune to ask 
whether the setting up of possible 
multinational watertight compartments 
is a danger in itself, or whether the danger 
lies rather in the weakness of those 
“compartments”, mainly owing to their 
tendency to stop halfway without achiev
ing their final objectives. In the latter 
event —  as in fact seems to be the 
case —  the central objective of conver
gence would be to activate and strengthen 
the different country groupings,

which in turn is a requirement for broader 
integration.

At the other end of the scale it is 
necessary to study less formal modes 
of integration, which are not incorpora
ted in any agreement among countries 
and which stem principally from isolat
ed decisions taken by private enterprises, 
in many cases transnational ones. 
This matter must be studied from various 
angles.

These isolated actions may consti
tute unorthodox forms of economic 
integration, or they may involve forms 
of market distribution or other aspects 
which for various reasons may be 
contrary to, and in time hold up the 
advance of, the integration process. 
What is worthy of study is the measures 
of this type used in Latin America and 
the effects they have had. From a 
broader point of view there is also a 
widespread tendency for the integ
ration machinery itself to seek practical, 
flexible, viable and productive projects 
which can rescue the integration pro
cess from relative or assumed stagnation. 
It is also necessary to look at these 
new policies, proposed within the frame
work itself of the integration organizations, 
and evaluate their possible future role 
as complementary aspects of general 
integration measures and as a part and 
result of the advance of integration itself.
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Some CEPAL  
Publications

Economic Survey of Latin America, 1974,
E / c e p  a l/9 8 2 , Santiago, Chile, April
1975, mimeographed version, 775 pages.

The annual Economic Survey, which has 
appeared since 1948, is the oldest regular 
publication of c e p a l  and its purpose is to review, 
in the light of available statistics, the economic 
trends of the immediately preceding year. 
In addition, it usually includes a detailed 
analysis of some situation of particular 
importance, which, in the 1974 Economic 
Survey, was inflation.

The Economic Survey, 1974 is divided 
into two parts. Part One analyses the inflatio
nary situation in recent years in Latin America 
in general and in six countries in particular: 
Bolivia, Brazil, Colombia, Costa Rica, Ecua
dor and Uruguay. Part Two reviews the main 
economic trends observed in 1974 in nearly 
all the countries of the region.

An examination of the inflationary 
process shows that, to judge by the changes in 
the consumer price indexes, 1974 confirmed 
the trend which was already observable the 
previous year. In 12 of the 22 countries 
considered, price increases were appreciably 
greater than those recorded in 1973, six coun
tries showed increases of the same magnitude 
as the year before, and there were decreases 
in only four countries.

The most significant fact in connexion 
with the rise in domestic prices in 1974 was the 
impact of imported inflation which altered 
the typical picture of Latin American inflation. 
The well-known internal disequilibria, combined 
with the external factors, generated processes 
with very different connotations from those of 
traditional inflation.

In the light of those aspects of the in
flationary processes, three categories of coun
tries may be distinguished in the region. In the 
first category are those in which external im

pulses were predominant in the inflationary 
process and which recorded moderate price 
increases (between 10 and 22 per cent). It is 
composed of 14 countries, which comprise 40 
per cent of the population and generate 44 per 
cent of the product of Latin America.

In the second category are six countries 
in which price increases ranged from 30 to 
40 per cent in 1974, and both internal and 
external factors had a more or less equal 
impact. Imported inflation found fertile
ground in these countries to take root and 
spread, favoured by internal inflationary 
factors which rapidly gained force.

Lastly, a third group consists only of 
Chile and Uruguay, in which inflation, 
besides being chronic, was also acute in 1974, 
with price increases of 376 and 107 per cent, 
respectively. Factors of different kinds
predominated in the generation and sequence 
of the inflationary processes in these coun
tries, and were merely exacerbated by impor
ted inflation.

As noted earlier, Part Two of the 
Economic Survey is devoted to analysing the 
economic trends in 1974. That year, particu
larly the second half, represented an interrup
tion of the favourable trends that had predo
minated in the external sector of the Latin 
American countries for a number of years. 
This was evident from the decline in the 
purchasing power of exports — except of the 
oil-exporting countries — which had recor
ded cons iderable gain s in the two preceding 
years. To this must be added the weakening 
of demand from the industrial countries, a 
specially important factor for most Latin 
American countries, which directly influen
ced price trends and the volume of Latin 
America’s external transactions. Lastly, the 
intensification and spread of the inflationary 
process, largely as a result of external influen
ces, affected economic development during 
the year.

In spite of these none too auspicious 
circumstances, Latin America achieved in 
1974, on average and for the third year run
ning, a vigorous rate of economic growth in 
terms of an approximate increase of 7 per cent 
in the gross domestic product. This is slightly
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lower than the 1973 rate and largely reflects 
the loss of momentum of the Brazilian economy, 
particularly in its manufacturing production. 
Excluding the considerable weight carried 
by this country in the regional total, however, 
the rest of the countries are observed to have 
exceeded the growth of the product achieved 
in 1973.

How did the region manage to maintain 
a satisfactory growth rate in 1974 in spite of 
the above-mentioned contingencies? The fact 
is that most of the economies showed a degree 
of flexibility that they no doubt lacked in the 
past. At the same time — and perhaps this is 
the most important factor — several countries 
used and combined a variety of economic 
policy instruments actively and with imagi
nation, which helped to achieve those results 
in a deteriorating context.

Besides Brazil, other countries among 
those of relatively larger economic size saw 
their growth rate decline in 1974. They were 
Mexico, Colombia and, to a lesser extent, 
Venezuela. Venezuela’s case is somewhat 
paradoxical in view of the considerable income 
it obtained from its oil exports; but the 
inconsistency arose from a drop in the 
production of oil, which coincided with the 
high prices reached. In contrast, Argentina 
raised the increase in its product from 3.8 to 
7.2 per cent; in Chile, between 1973 and 1974 
there was an obvious recovery following the 
decline in 1973, and in Peru the product also 
grew faster than in the previous year.

As regard s the rem aining countries, 
the evolution of the product was very uneven 
in 1974. Of the 19 countries considered1, 
only six recorded a growth rate higher than the 
7 per cent average, and three a rate of between 
6 and 7 per cent. In the 10 remaining countries 
the rate of growth averaged 5.4 per cent, 
which was higher than in 1973 (3.1 per cent).

These trends represent an increase of 
4 per cent in the per capita product for the 
region in 1974; however, only six countries 
exceeded this average and another twelve 
failed to reach 3.5 per cent, which is the rate

'in  calculating the gross product, Cuba was excluded 
for want of sufficient data, and the countries and territories 
of the Caribbean, for lack of such data at constant prices.

laid down in the International Development 
Strategy for developing countries in the 
present decade. The slow growth of the per 
capita product takes on even more dramatic 
significance if it is associated with the meagre 
absolute levels of not a few of the Latin Ame
rican countries.

Outstanding features of the performance 
of production by sectors were the recovery of 
agricultural activity and the significant loss 
of impetus in manufacturing. Construction 
and basic services intensified their growth, which, 
however, tapered off in other services.

Latin American development and the inter
national economic situation. Second regional 
appraisal of the international development 
strategy E /c e p a l /981, Santiago, Chile, 
1975, mimeographed version, 880 pages.

At the beginning of the 1970s, the United 
Nations General Assembly proclaimed the 
Second Development Decade (1971-1980) 
and adopted an International Development 
Strategy ( i d s )2 to guide the governments’ 
action in this field. The i d s  laid down economic 
growth and social development goals and 
objectives, and national and international 
policy measures for achieving them.

At the same time, General Assembly 
resolution 2626 (xxv) provides that 
periodic regional appraisals should be 
carried out in order to determine what 
progress has been made towards achieving 
those goals and objectives. In the case of 
Latin America, the appraisals should be 
made by the Economic Commission for Latin 
America ( c e p a l ) at its biennial sessions, 
on the basis of information and analytical 
documents prepared by the secretariat of 
the Commission with the purpose of facilita 
ting the apprai sal work of the govern ment

2international Development Strategy fo r  the Second  
United Nations Development Decade, United Nations 
Centre for Economic and Social Information, New York, 
1970.
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representatives. Two such appraisals have 
been completed, the first at the Commission’s 
fifteenth session (Quito, Ecuador, 1973) and 
the second at its sixteenth session (Chagua
ramas, Trinidad and Tobago, 1975)3. The 
c e p a l  secretariat attaches great importance 
to these appraisals and devotes a considerable 
part of its work to their preparation. The 
publication summarized here is the result 
of the activities carried out in connexion 
with the Second Regional Appraisal of the 
ID S 4.

Part One of the publication analyses
economic and social development between
1970 and 1974 from both an overall and a
sectoral point of view. Part Two focuses on
the external economic relations of Latin
America and the international situation,*
while Part Three presents economic and 
social indicators on which the above analyses 
and interpretations are based.

Its most notable conclusion is at first 
sight paradoxical : in the early 1970s the 
economic growth of Latin America as a whole 
was more vigorous than in the past and 
exceeded the minimum target of a growth of 
6 per cent annually in the gross domestic 
product laid down by the ID S , while its economic 
and social structures changed significantly. 
Such growth and changes, however, failed 
to comply with the i d s  commitments at both 
the national and the international level; they 
failed to palliate the concern about present 
deficiencies and future perils of the prevai
ling style of development; and they'have subjec
ted to new requirements the countries’ capacity 
to adopt a united stand in meeting new challenges.

In the short period since the beginning 
of the 1970s three different but overlapping 
stages may be distinguished. The first stage,

1 These two appraisals, referred to in c e p a l  resolutions 
320 ( X V )  and 347 ( x v i ) ,  are contained in Regional ap
praisals o f the International • Development Strategy. 
Cuadernos de la c e p a l  series, N° 2, which is summarized 
later in this publication.

’This publication served as a basis for the preparation 
of the document Latin American development and the 
international economic situation. Second regional ap
praisal o f the International Development Strategy. 
Abridged version, which is summarized later in this publi
cation.

from the end of the 1960s to 1972, was one of 
fairly steady growth; industry and construe 
tion were dynamic elements, but the decline 
in agricultural production in 1971-1972, 
mainly owing to weather conditions, was a 
serious setback. The second stage, between 
the end of 1972 and the end of 1973, marked 
the beginning of a vigorous improvement in 
the terms of trade of several of the region’s 
major commodities, although the improve
ment merely compensated for the deterioration 
in the previous decade; export agriculture 
responded to the price stimulus in the same 
way as other export activities, and the economic 
growth rates of several countries increased. 
In the third stage, particularly in 1974, various 
repercussions of the world depression made 
themselves felt in the region: substantial and 
immediate profits for the oil-exporting 
countries; further price increases for some 
agricultural and mining products and a sharp 
drop in thé price of others; the threat of the 
world centres restricting the increasing exports 
of manufactures from Latin America; the 
spectacular rise in the price of imports, especial
ly for countries without domestic supplies of oil; 
and increased pressures on the balances of 
payments owing to the combined effect of the 
cost of imports, amortization of the external 
debt and remittances of profits abroad. This 
led to increasing rates of inflation, with the re
sulting social tensions, in nearly all the coun
tries in the region. Moreover, the protection 
measures adopted by the world centres produced 
a feeling of insecurity and anxiety, in marked 
contrast with the optimism of previous years.

On the whole, the gap between the develop
ment capacity of the Latin American countries 
and their achievements is seen to have widened. 
In several chapters it is noted that the countries 
possessing the largest* territories comprising 
roughly three-quarters of the regional popu
lation establish the averages for Latin America, 
and two or three of the smaller countries 
conform to those averages for special reasons. 
The remaining countries — which in spite 
of being more numerous have less than a 
quarter of the regional population — found 
themselves in a worse situation at the begin
ning of the decade, according to most of the 
indicators, and since then they have lagged
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behind as regards rates of growth and struc
tural changes and seem to be especially 
vulnerable to the current depressions.

Within each group, of course, the 
countries differ from one another in import
ant respects, which are duly analysed. There 
are also a few countries which are excluded 
from both groups either because their develop
ment strategies are radically different or 
because they have experienced internal politi
cal and economic crises which distinguish them 
from the rest.

Recent developments confirm the validity 
of the recommendation formulated in the Quito 
Appraisal concerning integrated development, 
but they also bring out the difficulties involved 
in its implementation. On the one hand, there 
has been less progress than might have been 
expected in reconciling high rates of economic 
growth with a more equitable social order. In 
the years when economic growth rates were favour
able and export prices higher, there was a well- 
known tendency to postpone structural reforms 
in the hope that in time such growth would pave 
the way for an easier solution to social problems. 
On the other hand, the present insecurity has 
made the obligation to alleviate social tensions 
and remedy unemployment and poverty increas 
ingly inescapable. This has gone beyond the 
capacity of the governments, particularly of 
the smaller countries, to organize their action 
in an integrated development strategy and 
distribute the resources on the basis of long term 
plans. Indeed, the depressions force them to 
devote a major part of their attention and re
sources to dealing with the lack of essential 
imports, export surpluses which fail to find an 
adequate market, and different kinds of fi
nancial disequilibria which include price fluct
uations. At the same time, the objectives of 
redistributing income and obtaining full 
participation in decision-making, which are 
of fundamental importance within the concept 
of integrated development postulated by the 
Quito Apraisal, come up against the need to 
centralize decision-making with the object of 
dominating unstable situations which discoura
ge production, foment speculation and stimulate 
the most powerful groups to promote their 
own immediate interests at the expense of the 
rest.

Lastly, the publication stresses that the 
most dynamic opportunities of economic 
growth in the medium term are connected 
with a new international division of labour 
emerging under the aegis of transnational 
enterprises, which presents complex chal
lenges to the unity and autonomy of develop
ment strategies at both the regional and the 
national level. From the national standpoint, 
the formulation of an integrated development 
strategy with ample social support becomes a 
vital means of orienting production, consump
tion, investment and the use of resources. 
From a regional angle, the integrated strategy 
becomes an esential instrument for achie
ving a new and more equitable international 
economic order.

Population and development in Latin Amer
ica E/CN. 12/973 and Add. 1, Santiago, 
Chile, March 1974, mimeographed version, 
371 pages.

The idea of issuing yet another publication 
with the word “population” in the title would 
seem to suggest excessive audacity or inge
nuity. The explosion of documents and 
exhortations on this subject is leaving the 
“population explosion” behind. The growing 
tide of posters, leaflets, picturesquely illustra
ted periodicals and technical monographs 
which institutions of many countries in the 
world distribute profusely in Latin America 
no doubt offer more than people wish to know 
about all aspects of the subject. Any statement 
by an eminent person that population is an 
Important Problem is disseminated throughout 
the world. We might deduce from this the underly
ing assumption — natural enough in the inter
national bureaucracies — that the best way 
to deal with an Important Problem is to drown 
it in papers.

The unprecedented speed of the increase 
and spatial redistribution of the Latin Ame
rican population is, however, real. To those 
who interpret the development process and 
policy options, they represent specific chal- 
lenges which cannot be ignored on the grounds
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that the world campaign distracts attention 
from really decisive development problems, 
nor can they be resolved by inserting prefabric
ated universal “solutions” in development 
policy. It is even possible that there still remains 
something to be said about the peculiar features 
of demographic change in Latin America, its 
etiology, prospects and repercussions on de
velopment, which cannot be easily inferred from 
demographic and medico-biological literature, 
publicity campaigns or apocalyptical warnings. 
The studies collected in this document are bas
ed on the foregoing assumptions and represent 
the contribution made by the secretariat of 
the Economic Commission for Latin America, 
with the collaboration of the Latin American 
Demographic Centre ( c e l a d e ) , towards 
achieving the following aims:

(a) To evaluate and improve the basic 
information on the main demographic 
variables in order to make valid generaliza
tions, to determine their reciprocal relations 
with other phenomena, and to prepare future 
projections;

(b) To examine the relations between
“population” and “development” with a 
view to obtaining, instead of a confrontation 
between abstract concepts, a coherent group 
of proposals linking the real processes of 
economic, social, political and demographic 
change at the regional and national levels;

(c) To define the scope and content of 
“population policy” — i.e., the measures
through which the State attempts to influence 
the demographic variables — under existing 
conditions, and to explore its potential scope 
and content if the ideal aim of integrating it 
in overall national development policy is
achieved; and

(d) To present objective results to govern 
ments and the general public in readily unders
tandable terms.

This work has been done concurrently
and in constant co-ordination with broader 
attempts to analyse economic and social 
change in Latin America, to explore the 
characteristics and functions of the main 
areas of social policy within the societies of 
the region and, lastly, to arrive at a unified 
approach to development analysis and plan
ning.

In the various research activities, demogra 
phers have worked together with economists, 
sociologists, politologists and specialists in 
social policy from different media. To reconcile 
the different methods and interests of the re
presentatives of these disciplines has not 
been easy, nor has it been fully achieved, but it 
has been a fruitful experience.

In spite of the different approaches and 
interests involved, those who have participated 
in c e p a l ’s research programme agree 
that the population problem is a complex 
one, that its characteristics differ from one 
country to another and that overall solutions 
are not feasible. They do not expect their 
work to culminate in the assertion that popul
ation growth is incompatible with develop
ment and that all responsible governments 
should immediately place in the forefront 
of their development strategy a widespread 
family planning or fertility control campaign. 
Nor are they attracted by the opposite position 
that the world campaign in connexion with 
population is an imperialist plot and that the 
“problem” will be automatically solved with 
the advent of a different social order.

The studies presented here consider that 
the spatial redistribution and concentration 
of the population are as worthy of interest as 
population growth and are probably more 
easily modified with short- and medium-term 
public policy instruments. They assume that 
the repercussions of population growth and 
redistribution on development depend in many 
ways on the economic and social structures in 
which they evolve, the style of development 
preferred by the dominating social forces — i.e., 
the image of the future social order underly
ing the struggle for development — and the 
combination of means which the capacity and 
values of society make available for bringing 
the real situation cío ser to the i mage. Situ 
ations which in a particular development style 
constitute a burden or a limitation, in another 
may be incentives, resources or simply neutral 
factors. The studies abstain from carrying this 
line of reasoning to a doctrinaire conclusion, 
however. They recognize that popul ation 
growth at the high rates observed recently in 
Latin America and the forms currently taken by 
the redistribution of the population are formid-
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able barriers to development, however develop
ment may be defined or pursued. Governments 
will not be able to refrain from intervening on 
an increasing scale, whether or not they can 
integrate their intervention in overall develop
ment strategies, and whether or not they consider 
such intervention to be decisive. To a great 
extent, they will have to determine what they can 
do, and struggle with thorny questions of values, 
rights and popular demands in their path, while 
they try to exercise or perfect limited and exper
imental forms of intervention in the processes 
of demographic change. The Latin American 
societies, like those in the rest of the world, 
are initiating a revolutionary change of 
attitudes to fertility and family life, a  change 
which is interrelated with technological
progress in birth control facilities, and with 
changes in production and consumption pat
terns, styles of living and forms of human 
settlement. The capacity of public policy and 
publicity campaigns to influence the rate 
and direction of these changes should not be 
under-estimated, but neither should they be 
exaggerated. Demographic changes start off 
somewhat slowly, but once a process of rapid 
decline in fertility or urban concentration
is under way, past experience suggests that 
the State’s capacity to modify or reverse the 
trend in terms of new interpretations of 
national priorities is small, or at best it may 
have results only after a fairly long time. The 
studies presented here suggest, inter alia,
that the supporters of uniform, urgent and 
large-scale population policies would do well 
to reflect on the old proverb “you can take a 
horse to the water but you can’t make it drink” .

América Latina: Integración económica y sus
titución de importaciones. Juan Ayza, Gé
rard Fichet and Norberto González. Fon
do de Cultura Económica, México, 1973, 
232 pages.

What role can the basic industries play in the 
development of Latin America in the coming 
years? Is a policy of exportation of manufac

tures, fundamentally in the sectors which have 
already reached a high level of efficiency, 
enough to keep up Latin American develop
ment? Is import substitution as worn out as is 
generally maintained?

What can economic integration contribute 
to the development of the countries of Latin 
America? Is it important only for the medium 
and small countries with small-scale markets, 
or also for the larger countries? Are the latter’s 
markets really big enough to enable them to 
export their manufactures directly to the in
ternational market, without concerning them
selves with the Latin American market?

What relationship is there between 
economic integration and the way in which 
industrial development is tackled, either as a 
process of import substitution or of exporta
tion of manufactures, or a combination of both? 
Does integration concern basic industries in 
particular?

Should integration be attempted only 
through free trade or is a minimum of regional 
programming, or at least of harmonization 
of development policies, necessary to achieve 
it?

Have the favourable effects of integration 
on the development of the Central American 
countries been great? Were they of little signifi
cance, as is generally maintained, in the case of 
the Latin American Free Trade Association 
( l a f t a )?  Are the problems of equilibrium among 
the countries which integrate really serious?

These are the questions which inspired 
this work, and although it is still impossible 
to answer them fully, consideration of them 
may make a very significant contribution to 
the clarification of the problems which provoke 
them. To this end, economic integration must 
be conceived as a process which is closely linked 
to industrial development, to the transformation 
of trade and the changes in the productive struc
ture.

The process of industrialization and devel
opment in Latin America is passing through a 
transition period. The stage of development 
based almost exclusively on the policy of import 
substitution aimed at the domestic market of 
each country has been passed. The exportation 
of manufactures in the Latin American sphere
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and towards the rest of the world has already 
reached a considerable volume in a number of 
countries of the region, and is now fully establish
ed, although in some fields it still retains a 
somewhat incipient character, as is shown by 
the relatively small volume of industrial produc
tion devoted to such exports.

In addition, the reaction against the 
unquestionable defects of a process of import 
substitution undertaken exclusively within 
the limited sphere of each national market 
has been very strong, both from the intel
lectual and the applied policy standpoint. 
There is criticism of the low level of efficiency 
of many industrial activities which have 
grown up under very strong and indiscriminate 
protection; there is seen to be a contradiction 
in the under-utilization of capacity of many 
industrial sectors in countries with a serious 
shortage of capital; there is concern at the 
limited capacity of productive absorption of 
labour by the light manufacturing industry 
at a rate of industrial growth which has been 
insufficient on the long-term average, and 
has failed to stimulate more energetic creation 
of employment opportunities ; and there is 
criticism of the workings of a manufacturing 
industry whose market only includes a limited 
part of the population and excludes vast 
sectors whose weak purchasing power prevents 
them from having a positive influence on 
development through their demand.

In the field of practical economic policy, 
there has been a good deal of change in the 
performance of the economy of many coun
tries, resulting in an economy which is much 
more open to the exterior, as is reflected in the 
rapid growth of imports.

Much of the criticism of some of the 
main features of the import substitution
process in the past are unquestionably well-
founded. However, this does not justify a 
swing of the pendulum to the other extreme 
of ignoring the indubitable progress which 
has been made in industrialization and develop
ment, in the creation of a manufacturing 
infrastructure as a result of which new stages 
may be envisaged, in the acquisition of produc
tive and organizational experience and labour 
skills at every level so that in many cases

competitiveness is at the level of the conditions 
of the international markets.

It is essential to form a correct judgement 
on import substitution and industrialization 
so as to interpret correctly the nature of the 
stages which lie ahead and determine the most 
suitable development policy orientations.

It is necessary to go beyond simplistic 
arguments, mistaken because they are general, 
in which the exportation of manufactures and 
import substitution are confronted as supposedly 
antagonistic policies. Country and sectoral 
analysis, and the existence of the regional as 
opposed to the national dimension, give a more 
correct view of the influence of basic industry 
and economic integration in the development 
of the countries of Latin America.

The extraordinary international economic 
boom in 1972 and 1973, together with other 
circumstances, was reflected in the record 
growth of the prices of the traditional exports 
of Latin America and of the amounts both of these 
primary goods and of manufactures sold 
abroad. The reversal of these trends in recent 
years has lowered the rate of growth of Latin Ame
rican exports outside the region and has raised 
the prices of Latin American imports more than 
those of its exports.

Regional economic co-operation and the 
development of some activities which produce 
capital and intermediate goods should be care
fully reconsidered with a view to adapting them 
to future economic conditions. This book at
tempts to contribute to such a reconsideration.

Mujeres en America Latina. Aportes para una 
Discusión. Fondo de Cultura Económi 
ca, Mexico, 1975, 204 pages

The status of women is a question with which 
the United Nations has been concerned since 
the 1940s. However, until the beginning of 
the 1970s it was merely a concern of specialists 
who reported to a commission, composed 
almost entirely of women, which was fighting 
to obtain equality of political rights and the
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elimination of the inhibitions and discrimi
natory practices with which women were 
faced in the laws and customs of the different 
national societies. The links between this 
effort and the multiple social and economical 
development activities carried out by the 
United Nations family were limited and 
weak. The rather sudden increase in world 
interest in the problem, which led the United 
Nations General Assembly to proclaim 1975 
as the International Women’s Year, is due to a 
number of reasons which need not be studied 
here. For the time being, it is important to 
point out that the increasing importance of 
the status of women is directly carried over 
into the efforts to relate the problem of women 
with all the other broad subjects with which 
the United Nations bodies are currently 
concerned: population, employment, food supply, 
human environment and, finally, the general 
topic of “ development” .

These attempts are legitimate and 
inevitable. The international and national 
dialogue should strive to integrate these and 
other subjects in a coherent view of the 
measures which mankind should take in the 
near future to achieve a social order which 
can conciliate freedom, justice, creativity 
and material welfare as well as the protection 
of the ecosystem and the basic natural 
resources which are vital to posterity. Howe
ver, the emergence of all these important and 
complex problems, each of which is brought 
to the forefront and interpreted in a different 
way by the various currents of opinion, is 
generating such a plethora of meetings, 
declarations and plans of action that public 
opinion may form the confused impression 
that anything at all calls for the highest 
priority and that everything is interrelated 
with everything else in a world which is already 
interrelated to the full.

The real role played by women in the 
processes of social and economic change 
underway, which may or may not deserve the 
name of “development”, and the potential 
role they should play as equal partners in 
more genuine processes of “human develop
ment”, have been the object of far less 
attention than they deserve since “develop 
ment” was first set up as an international

goal, and this is true both of the Economic 
Commission for Latin America and of the 
other international organizations. Therefore, 
now that c e p a l  is belatedly tackling the 
problem it would not be right to try to make up 
lost time by mechanically applying to Latin 
America a mixed bag of ready-made conclusions 
already formed at the world level.

It was considered preferably to approach 
the problem in two ways: firstly, through a 
series of documents for discussion based on 
different points of view and disciplines 
relating the participation of women in develop
ment to the collection of ideas and information 
which c e p a l  has elaborated and is perma 
nently revising, in other words, to the defini 
tion of optional development styles; to the 
identification of the changes which have 
occurred in the social structures and value 
systems of Latin American society, and to the 
study of the trends in the use of labour and in 
the distribution of the benefits of develop
ment. Secondly, through exploratory research 
based mainly on the compilation and interpret 
ation of data already available on the real situ 
ation of women in the various Latin American 
national societies and ¡n the different social 
classes.

The collection of studies presented here 
responds to both approaches. It does not claim 
to offer c e p a l ’s position as an institution on the 
subjects studied, but instead presents five 
personal contributions of a provisional nature, 
whose purpose is to stimulate greater future 
discussion and facilitate the formulation of 
some working hypotheses.

The first of them, written by Marshall 
Wolfe, sets forth in a general way the problem 
of the participation of women in development 
in Latin America, while the second, by Jorge 
Graciarena, analyses sexual inequality in 
class societies. The other essays attempt to 
characterize empirically some of the problems 
facing women in present society, particularly 
in relation to the world of work. They comprise 
contributions by Henry Kirsch who, with a 
good collection of statistics, studies the 
participation of women in the Latin American 
labour market; Liliana de Riz, who studies the 
same phenomenon in Mexican society, and 
M. Teresita de Barbieri who outlines the
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fundamental aspects of the social partici
pation of women in Latin America.

While all these contributions are of a 
personal nature, they are linked together by 
the main problem which was to be studied 
under c e p a l  resolution 321 (xv), namely, “the 
participation of women in the development of 
the region” .

The final part contains the report and 
recommendations of the “ Regional Seminar 
for Latin America on the Integration of 
Women in Development with Special Reference 
to Population Factors” , organized by the Unit
ed Nations Centre for Social Development and 
Humanitarian Questions with the collaboration 
of c e p a l , held under the auspices of the Govern
ment of Venezuela in Caracas from 28 April to 
2 May 1975.

America Latina y los problemas actuales de
la energia. Fondo de Cultura Económi
ca, Mexico, 1975, 568 pages

This book comprises 14 papers presented at 
a symposium on energy problems in Latin 
America, co-sponsored by c e p a l  and i l p e s  . 

The symposium was held in Santiago, Chile in 
September 1974.

Part One consists of two studies prepared 
by the c e p a l  Division of Natural Resources and 
Environment. The first of them, “ América Lati
na y los problemas actuales de energía”* focuses 
on three fundamental questions: first, in what 
sense, if at all, can it reasonably be maintained 
that the world is currently facing an energy 
“crisis” ; second, what are the immediate econo
mic and financial repercussions of the rise in 
world petroleum prices for the Latin Ameri
can countries with a petroleum deficit; third, 
what options are open to the Governments of 
those countries to tackle the unfavourable 
consequences of the higher world petroleum 
prices.

*An English version of this study was issued in mi
meographed form under the title “ Latin America and the 
current energy problems".

The second, “Los nuevos precios del 
petróleo y la industria eléctrica en América 
Latina” , studies the effects of the higher price 
of imported petroleum in the generation 
component of the Latin American electrical 
energy industry. It examines to what extent 
the price of imported petroleum tends to raise 
the cost of energy production in the region. 
Finally, it analyses the effect of the higher 
prices of petroleum on the competitive viabi
lity of the options in generation technology in 
the Latin American energy industry.

The twelve documents contained in 
Part Two together study a series of specific 
economic problems raised by the sharp rise in 
the price of petroleum in the international 
market. The c e p a l  study “Incremento de las 
necesidades de inversión originadas en el au
mento del precio del petróleo” focuses on the 
possible size of the greater capital needs of a 
number of Latin American countries as a 
result of the rise of world petroleum prices.

Another c e p a l  study, “ Efectos del nuevo 
precio del petróleo en el transporte latinoame
ricano” briefly analyses the repercussions of 
the higher price of world petrol on the final 
costs of transport in the countries of the region 
which have a petroleum deficit. The paper also 
studies a series of political options open to those 
countries to meet the effects of the higher price 
of refined petroleum products in their national 
transport industries.

In his study “ El carbón latinoamericano 
y sus perspectivas” , R. Suárez studies the 
structure and eventual viability of the coal 
industries of the region.

The study by R. J. Perkins of F A O , “ La 
crisis de la energia y la agricultura. Evaluación 
de los antecedentes” , studies the background 
of the world energy crisis and its main economic 
repercussions. It then focuses on the effects of 
the crisis on world agriculture with special 
emphasis on the possible changes in the relative 
competitiveness of agriculture raw materials 
and their substitutes.

The paper “ Perspectivas de la oferta y la 
demanda de energía 1980-1985”, by E. Fried
mann ( i b r d ) , describes the basic forces 
which led to the sharp rises in the world price 
of petroleum which have occurred since the
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beginning of the nineteen-seventies. The author 
also studies the main factors which, in his opinion, 
will condition world energy supply and demand 
in the next decade.

The study “América Latina y los precios 
de los productos básicos en 1973 y 1974”, 
submitted to the symposium by 0 \ s ,  analyses 
the key forces underlying the rise in the prices 
of basic raw materials in 1973 and 1974. It 
also studies the immediate outlook for the 
prices of these basic products, many of which 
are among the main exports of Latin America.

In his work “ América Latina y el déficit 
de petróleo. El proceso de ajuste a largo plazo 
del balance de pagos”, J. González ( i D B )  

explores the immediate outlook for the Latin 
American economies in respect of balance of 
payments. The author then studies the pos
sibilities of those countries receiving additional 
external financial assistance to moderate the 
pressure on their balance of payments caused 
by the higher cost of imported petroleum sup
plies. He concludes by considering a number 
of long-term economic adjustment processes 
initiated by the higher world price of petroleum.

The document entitled “Posibilidades 
de aprovechamiento de los recursos energéti
cos en los países en desarrollo, con especial 
referencia a la América Latina” underlines 
the need to place greater emphasis on energy 
planning in national plans. Its author, S. 
Rao (Chief of the Energy Section of the 
Resources and Transport Division of United 
Nations Headquarters) also stresses the impor
tance of focusing on the possible usefulness of 
non-traditional energy sources to satisfy dom
estic energy needs.

The study “Centroamérica: evaluación
del impacto de la crisis de energia en el trans
porte automotor”, prepared by the c e p a l  

Mexico Office, evaluates the effects of the 
crisis on the cost of motor vehicle transport 
in Central America. The study goes on to 
discuss a number of policies adopted as a 
reaction by the Central American countries 
to mitigate those effects. The study concludes 
with an analysis of a series of considerations 
on tax and tariff policies, investment policy 
and outlines for possible institutional reforms.

“El reciclaje de los excedentes cambía

nos debidos a la exportación del petróleo”, 
by W. Robichek ( i m f ),  studies the interna
tional financial problems caused by the higher 
price of petroleum on the world market. The 
author describes the operation of the oil 
Financing Facility of the International 
Monetary Fund and studies the role it should 
play as the main element of the international 
process of financial adjustment.

The study by S. Singh ( i b r d )  “Pro
ductos primarios, Perspectivas de America 
Latina” studies the recent changes in the 
prices of basic products, including petroleum. 
The author studies the short-term prospects 
for the prices of these products, as well as the 
conditions which, in his opinion, the market 
should possess so that the developing coun
tries can successfully pursue specific policies 
aimed at protecting and stabilizing the prices 
of their basic export products.

Finally, B.F. Grossling (U S G S )5, in 
“ Las perspectivas del petróleo latinoameri
cano y la crisis de energía”, studies the possible 
size of the economically exploitable petroleum 
reserves of Latin America. The author examines 
the relative lack of petroleum exploration 
activities in Latin America and indicates the 
possibly vast potential petroleum reserves of 
the region. Finally, he mentions the immediate 
need to step up the search for petroleum in Latin 
America as a rational reaction to the higher 
price of petroleum on the world market.

Latin America: the new regional and world 
setting Cuadernos de la c e p a l  series, 
N° 1, Santiago, Chile, 1975,49 pages.

This publication, which opens the c e p a l  Cua
dernos series, consists of the speech made by the 
Executive Secretary of c e p a l , Enrique V. Igle
sias, at the sixteenth session of the Commission, 
held in Port of Spain in May 1975.

It is not, as might be thought, a ceremonial 
speech or an administrative report. On the 
contrary, it attempts very frankly to characterize

^United States Geological Survey.
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the economic situation of Latin America and its 
main problems, in order to outline possible 
solutions and the contribution which might be 
made towards them.

After recognizing the noteworthy growth 
of Latin America in the last quarter of a century 
— its present total product is the same as that of 
Europe in 1950 — and the profound changes this 
has brought with it, it emphasizes the great 
dilemmas which have not yet been solved, and 
to whose solution the greatest possible efforts 
will have to be devoted. Thus it stresses the fact 
that a large part of the Latin American popula
tion has not shared in the process of the growth 
of wealth, either actively or as a recipient of the 
benefits of progress. The eradication of poverty 
and marginalism (economic, social, political 
and ethnico-cultural) is therefore one of the 
main challenges facing the region. To achieve 
it, the predominant styles of growth must be 
transformed, so that the mass of the population 
may be incorporated in the production and 
consumption process.

The greater part of the speech, however, is 
devoted to the problems of the external sector, 
once again brought to the fore by the changes of 
recent years. It recalls that the growth of the 
Latin American economies was predicated upon 
the developed countries, and it is thought likely 
that the latter, with the fall in the growth rate of 
their economies, will attempt to change their 
nature and seek “better”, and not necessarily 
“greater” development. In such conditions, the 
future is not promising for the Latin American 
economies. The contraction of demand for 
export products, the gradual deterioration in 
the terms of trade, the decline in the flow of 
external private capital and the drop in financial 
assistance are aspects of the present picture 
which will unfortunately persist in the next few 
years.

In the face of this, the Executive Secretary 
outlines some of the actions which should be 
taken promptly and firmly; the broadening and 
deepening of the regional integration process; 
the active participation of a united Latin 
America in the shaping of a new international 
economic order, particularly in the field of raw 
materials; and, at a more immediate level, the 
establishment of a “safety net” to meet the

balance— of— payments crises of the countries 
of the region.

In sum, it is a concise synthesis of the 
Commission’s thinking at the present time and 
of the direction of its efforts.

The regional appraisals of the international 
development strategy. Quito, Ecuador, 
1973. Chaguaramas, Trinidad and Toba
go, 1975. Cuadernos de la c e p a l  series, 
N° 2, in the press.

This Cuaderno contains the texts of the two 
regional appraisals adopted by Government 
representatives at the fifteenth and sixteenth 
sessions of C E PA L .6 They are therefore an* 
excellent indication of what the Governments 
of the region think about the course of the 
Strategy, and they summarize the main economic 
and social problems of recent years.

As is well known, these appraisals of the 
Latin American economic and social process 
are carried out by contrasting it with the goals 
and targets set out in the International Develop
ment Strategy ( i d s ) ;  it should, however, be 
pointed out that the second appraisal took into 
account for the purposes of comparison the 
suggestions not only of the i d s  but also those 
stemming from the Declaration and Programme 
of Action on the Establishment of a New 
International Economic Order, the Charter of 
Economic Rights and Duties of States and the 
basic conclusions of the United Nations con
ferences on population and food.

It should be stressed that both appraisals 
find it necessary to begin by reaffirming the 
basic criterion of “ integral development” , in 
order to avoid the simplifications to the effect 
that development is merely economic growth and 
that, as such, it can be evaluated by using a small 
collection of indicators. The reaffirmation of 
this idea indicates both the need to apply it and 
the persistence of the “economistic” ideas 
which it is desired to root out.

6See the summary of the document Latin Ameri
can development and the international economic situation. 
Second regional appraisal of the International Develop
ment Strategy, on page 7 of this publication.
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To aim at integrated development is to 
undertake action which will bring about 
accelerated economic growth and, at the same 
time, a fairer social order, which naturally cannot 
easily be achieved, particularly in times of 
economic difficulty. The same should be said of 
the concept of integrated development, if it is 
understood in a strictly academic way; the recent 
history of the social sciences — both in national 
and international circles — shows how slow and 
difficult is progress towards a unified approach 
to development.

Both appraisals review critically the 
problems of Latin American development: the 
persistence of social problems such as poverty, 
un employment and underemploy ment ; the 
inequality in income distribution; the lack of 
social and political participation; the uneven 
economic growth rate among countries of the 
region, which causes the disparities among them 
to increase; the incoherences caused by the 
prevailing style of growth, such as so-called 
structural heterogeneity; the commercial, mone
tary and financial imbalances created by the 
unfavourable international situation; the per
sistent difficulties in the mobilization of internal 
resources; the rigidity of the traditional struc
tures, etc.

Clearly, the problems are not new, nor is it 
original to expound them. Nevertheless, it is 
unquestionably important that they should 
have been raised as such in the regional sphere 
and, furthermore, that some measures have 
been outlined to deal with them successfully. 
Thus, in the final part of the Chaguaramas 
appraisal (page 57 and following) there is a 
detailed Plan of Action setting out international 
and regional measures. The international 
measures deal, inter alia, with basic products, 
the exportation of manufactures and the gener
alized system of preferences, multilateral trade 
negotiations, reform of the international mone 
tary system and external financing, transnatio
nal enterprises and the transfer of technology. 
The regional measures include those connected 
with regional trade and industrialization, in- 
fraestructure and co-operation in relation to 
financial questions and basic products.

Desarrollo humano, cambio social y crecimiento 
en América Latina. Cuadernos de la 
CEPA L series, N° 3, Santiago, Chile, 1975, 
96 pages.

This Cuaderno contains the first two chapters 
of Latin American Development and the 
International Economic Situation. Second 
Regional Appraisal o f the International 
Development Strategy, which deal globally 
with economic, social, population and political 
questions.

On economic questions, the study provides 
a wealth of information on the main features of 
Latin American growth: the changes in
production and real income, sectoral production 
trends, the availability of resources and final 
demand for them, savings and capital formation, 
consumption, price changes and inflation and, 
finally, the external sector. It clearly shows the 
contrast between the picture provided by the 
global indexes of the region and that given by 
research into specific areas.

From the study of the majority of the 
indicators of significance for economic growth, 
there can be no doubt that the period 1973-1974 
stands out as one of the most dynamic in the recent 
history of the region, with sustained progress 
and rather small fluctuations.

However, the overall picture hides very 
sharp contrasts. It is sufficient to pass from the 
global indicators to those of some countries to 
prove that the general rule, while valid and 
important in itself, has some clear exceptions.

If more careful attention is paid to this world 
and regional situation of productive dynamism, 
and of growth of trade and financial flows, it will 
be seen that this cycle has probably been one of 
those showing the most disparities in the 
distribution of costs and benefits.

Contrary to past experience, in which 
usually, although with varying intensity, the 
favourable or unfavourable effects of boom or 
crisis periods are spread more widely, in the 
latest period the situations were more extreme. 
Particularly in 1973-1974, countries which were 
badly hit existed side-by-side with others which 
benefied greatly from the course of events and, 
particularly, the effects of rising petroleum 
prices. The contrasts are very great if the 
countries are examined separately or grouped
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in different categories, if events in the different 
productive sectors are studied, or if the share 
of the different classes and regions in social 
well-being is analysed.

The most interesting part of the Cuaderno 
is the section related to the analysis of social and 
political questions ; not onl y because of its 
polemical contents, but also because it shows 
that c e p a l  is combining the study of these 
phenomena with a clear interdisciplinary effort, 
stressing that it is vital to understand them 
thoroughl y in order to describe or interpret 
Latin American development.

Based on the controversial concept of 
“styles of development” — the arguments on 
this subject have been collected in some articles 
of this opening number of the Review — it is 
attempting to explore paths which could allow 
it to gain a richer and more complex and 
heuristic view, without abandoning the tradi
tional analyses of the economic process.

Thus the report studies the contradictions 
in the styles of development, the role of the State 
and the political framework, the demographic 
process, the most important changes in oc
cupational stratification and income distribution, 
the persistence of the problem of poverty and 
unemployment and underemployment, the de
velopment of some social sectors — nutrition, 
housing and education — and the specific pro 
blems of youth and women.

The zealous reader will probably find 
that there has been a desire to say a great deal in a 
few pages. Perhaps greater justice would be 
done to the study if it were considered as the 
initial outline of subjects which should be 
explored more thoroughly in the future. In fact, 
a number of them are already being studied in 
greater depth, including the changes in occupa
tional stratification, income distribution, the 
educational process and its policies, and the 
status of women.

Relaciones comerciales, crisis monetaria e in
tegración económica en America Latina*. 
Cuadernos de la c e p a l  series, N(1 4, San
tiago, Chile, 1975, 85 pages.

*An English version appears in the document Latin  
American Development and the international economic 
situation, op. cit., pp. 128-255.

The first part of this Cuaderno is devoted to the 
analysis of trade relations between Latin 
America and the more important economic 
areas. It is common knowledge that the greatest 
difficulties have arisen in relations with the 
European Economic Community (E E C ). Ge
nerally s peakin g, excluding the applic ation 
of the Generalized System of Preferences 
through which the access of manufactures and 
semimanufactures to the EEC market gradually 
improved, there were no significant gains by 
those developing countries which did not have 
associate status with the Community. In respect 
of a few products there was even some deteriora
tion, caused mainly by the maintenance of 
the protectionist features of the common 
agricultural policy; the more extensive and 
firmer links of the Community with a large 
number of present and potential competitors of 
Latin America, mainly in respect of primary 
products (particularly the signatories of the 
Lomé Convention); the intensification of special 
relations with the Mediterranean countries; 
and the establishment of the free trade area 
with the member countries of the European Free 
Trade Association ( e f t a ).

The United States continues to be the most 
important buyer of Latin America’s exports, 
and this region is in turn a very important 
customer for several of its products, particularly 
steel and chemical products, clothing and 
footwear. But the Trade Act 1974, which 
expresses important aspects of the trade policy 
of the United States, was a cause for concern in 
Latin America owing to the restrictions it 
establishes as regards trade practices such as 
producers’ associations, export subsidies, etc.

It is for this reason that the report suggests 
that the line of action to be followed in relations 
between Latin America and the United States 
should be sought in the generous and full 
application of the Generalized System of 
Preferences, the expansion of United States 
assistance in export promotion, inter-American 
co operation in order to reach international 
agreements on commodities, joint efforts to 
secure a multilateral approach in “north- 
south” relations, co-operation in favour of 
import and service substitution, etc.

The first part concludes with an analysis
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of the increasing trade relations between Latin 
America and Japan and the socialist countries.

The second part analyses the crisis in the 
international monetary system and external 
financing. The introduction draws attention 
to the fact that the conditions in which external 
financing has developed in recent times were 
particularly influenced by the crisis in the 
monetary system and the general economic 
situation. The shortcomings of the Bretton- 
Woods agreements as regards adjustment 
procedures and liquidity assumed importance 
with the changing of world economic and 
political conditions. At the same time that a larger 
number of countries began to assume economic 
importance, that new currencies were contes
ting the predominant role of the dollar, that 
international financial markets were develo
ping, that the movement of capital was being 
facilitated, and that United States dollars were 
being accumulated by foreign countries owing 
to the continuous deficit in the balance of pay
ments of that country, the flows in the adjusment 
procedure made it impossible for the system 
of more or less fixed currency parities to operate, 
and led to the widespread floating of the major 
currencies. This produced greater uncertainty 
in financial markets and more instability in the 
developing countries, thereby increasing their 
needs for finance.

The crisis in the monetary system and the 
international economic situation combined to 
form an extremely difficult setting for external 
financing in all its major forms. Access to 
private financial markets became more 
difficult, more risky, and more expensive, 
official development assistance fell as a 
proportion of the gross national product of the 
donor countries, and direct external investment 
was not encouraged by the economic difficulties 
of the industrial countries.

The study concluded with a review of the 
wavering approach to economic regional 
integration, in recent years. Following the 
auspicious beginning of Latin American 
integration during the 1960s, there were periods 
of crisis in the Latin American Free Trade 
Association ( l a f t a ) and the Central American 
Common Market ( c a c m ) ,  and the revival of 
the process with the establishment of the Andean

Group and the Caribbean Community 
( c a r i c o m ) , previously C a r i f t a .

It is still too early to evaluate the significance 
of the Andean integration process as a means 
of resuscitating Latin American integration. 
But the report points to the importance of the 
future task of planning the possible paths for 
the confluence of the three subregional integra
tion groups, among themselves and with larger 
countries, as well as the future role of l a f t a .

Latin American development and the inter
national economic situation. Second 
regional appraisal of the international de
velopment strategy. Abridged version.
E /c e p a l /1004 , Santiago, Chile, 1975, 
mimeographed version, 94 pages.

This summary of the document outlined in 
preceding pages7 is divided into two parts. 
The first describes the economic and social 
development of Latin America with special 
reference to the period 1970-1974 bringing 
it as far as possible up to date, despite the lack 
of data for recent years on many important 
categories and the fact that for some sectors 
it was only possible to present identifiable 
trends using 1960 and 1970 census data. The 
second part describes recent international 
economic trends and their impact on Latin 
America, and seeks to determine to what extent 
the actual economic changes at international 
level are temporary, and to what extent they 
constitute the germ of long-term transforma
tions of the structure of international econ
omic relations.

Dinero de valor constante: conceptos, pro
blemas y experiencias. Jorge Rose, Cua
dernos de la c e p a l , series, N° 6, Santiago, 
Chile, 43 pages.

When inflation was only national in scope it

‘See the summary of the document Latin American 
development and the international economic situation. 
Second regional appraisal of the International Develop
ment Strategy, pages 219-220 of this publication.



SOME CEPAL PUBLICATIONS 223

affected a single currency, and the analysis 
only sought the best ways of containing it. 
Since it has been recognized as an export/ 
import phenomenon those who plan and 
monitor national economic policies in many 
countries have found this a disheartening 
task. As a result, increasing efforts were 
made in the 1970s to find remedies to correct 
the most harmful effects of inflation, or to 
reduce the social cost of efforts to contain it.

The most discussed among the remedies, 
not only at national but also at international 
level, is the creation of a constant value money 
which would be obtained by linking it to a 
nominal value price index of certain economic 
transactions. There are several systems for 
achieving this objective, each with its own 
requirements and implications. However, since 
world experience in this connexion is virtually 
limited to Latin America, the discusión in the 
industrial market economies is still based on a 
constant-value-money scheme outlined by 
Marshall.

The publication on which these remarks 
are based uses the Latin American cases as a 
frame of reference for distinguishing bet
ween the three main systems of the constant 
value money. One is the indexation originally 
suggested in 1866, which is governed mainly 
by the free play of market forces, the other is 
monetary correction, in other words, the use 
of a rate of interest which takes account of 
inflation. The last is readjustability, that is 
the legal obligation to increase the nominal 
value of a transaction to the equivalent of its 
real value. After defining the constant-value- 
money systems, it goes on to examine the 
transactions to which it could be applied and, 
then, on to the objectives to be pursued 
using the systems.

Because the Latin American experiences 
cover long periods, it was possible to add a 
section on their unavoidable cost, since they 
represent economic policy measures. In 
given circumstances the system leads to 
excessive liabilities for the monetary autho
rities, or calls for the introduction of measures 
which run counter to the general guidelines of 
the existing policy. These costs explain the 
efforts of the Brazilian and Chilean authorities

to combine the constant-value-money systems 
so that they would not have inflationary effects.

Recognizing the need for further 
research, the article ends with some tentative 
conclusions. Without denying the dangers 
entailed, the constant-value-money is viable 
if the systems are combined so as to bring their 
joint cost down to a level compatible with the 
benefits which it can offer.

La coyuntura internacional y el sector externo. 
Cuadernos de la CEPAL series, N° 7, San
tiago, Chile, 88 pages.

In recent years there have been marked 
variations in the terms of Latin American 
foreign trade; the promising start at the 
beginning of the decade gave way to a situation 
which most of the countries are weathering 
in a critical way. This Cuaderno8 is devoted 
to the analysis of this process and of some of 
the measures that the Governments should 
apply to cushion its more negative effects.

The years 1972 to 1974 will possibly 
remain marked in Latin American economic 
history by a combination of conjunctural 
and structural events which on the whole 
produced a particularly favourable trend in 
foreign trade. In the non-oil-exporting 
countries there was a sharp increase in the 
value of exports from 1972 onwards, amoun
ting to more than 30 per cent in the following 
two years, a figure mainly attributable to the 
boom in the prices of raw materials. Simul
taneously, the experience of the oil-exporting 
countries, which through concerted action 
achieved a considerable and permanent in
crease in the prices of that product in real 
terms, set a precedent which, although it was 
not extended automatically to other primary 
products, gave rise to a few important measures 
for protecting income from the export of raw 
materials. The importance of these expe-

*This publication contains chapters t and u 
of Part Two of Latin American development and the 
international economic situation, op. cit.
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riences lies in their contribution to the change 
in the basic system of trade relations between 
the Latin American countries and those 
outside the area.

In the second half of 1974, however, the 
prices of several important raw materials 
began to fall, putting an end, apparently, to 
the period of generalized increases in the 
prices of these products. In that very year 
there was a marked increase in the prices of 
goods imported by Latin America, both 
manufactures and commodities, including oil 
and foodstuffs, acquired by some of the 
countries of the region. Furthermore, imports 
in the region have been increasing for several 
years, not only because of the need for inter
mediate and capital goods, but also because 
of the intensification of the outward-oriented 
policy which has been facilitated by the 
greater inflow of external funds.

The combination of a high level of inter
national demand for certain commodities, 
certain limitations on the supply side which 
affected the export of other products, and 
the monetary instability which prevailed in 
the world, resulted in increases in international 
prices for these products in 1973 and early in 
1974 which reached the highest levels
experienced since the period 1950-1951. 
However, the long-term evolution of the prices 
of some of the commodities exported by Latin 
America — studied on the basis of an index 
which measures the variations in the level of 
United States export prices — was unfavou
rable, particularly in the case of bananas, green 
coffee and wool. Furthermore, most of the 
important commodities in Latin American
trade experienced sharp fluctuations in 
prices in the world market during the period 
studied ( 1948-1974).

Examined in terms of constant purchasing 
power, the boom in prices which occured in 
1973-1974 is considerably less important; in 
the best of cases it meant only the recovery 
of losses in export income suffered during 
many of the years of the 1960s.

The report urges developing countries
to seek, as soon as possible, ways of taking 
concerted action — with the collaboration of 
the developed nations, whenever feasible —

to alleviate the effects of the foreseeable drop 
in world demand for commodities, which will 
surely result from the contraction in economic 
growth rates in the developed countries, ag
gravated by the increasing rate of inflation 
in these countries.

The Latin American industrialization process 
in the opening years of the second develop
ment decade. ST/CEPAL/Conf.51/L.2, 
Santiago, Chile, 1974, mimeographed 
version, 160 pages.

This report presents an overall view of Latin 
American industrialization at the beginning 
of the 1970s, giving attention to both the most 
marked features of its recent evolution and 
the objectives and policy measures which 
have guided it.

It points out that the Latin American 
industry experienced a considerably higher 
rate of expansion during those years than in 
the two previous decades, for from 1970 to 
1973 the average growth rate of the Latin 
American manufacturing output was 8.7 
per cent, the share of manufacturing output 
in the regional gross domestic product 
amounted to 25.9 per cent in 1973 and the per 
capita manufacturing product increased 
from 84 dollars in 1960 to 146 dollars in 1973 
(at 1960 prices).

However, the position of Latin America 
in the world context did not show any change. 
Its participation in the world industrial 
product continued to be 3.4 per cent and its 
per capita manufacturing product represented 
half of the world average in the periods studied.

Similarly, the growth of the manufactu
ring sector showed different results in each one 
of the countries, thereby widening the gap 
between the larger countries — including 
some medium-sized ones — and the remainder. 
For example, if the three largest countries 
of Latin America are excluded, the share of 
the manufacturing product in the total 
product drops from 25.9 per cent to less than 
18 per cent. In 1973 the per capita manufactu
ring product (100 being equal to the product
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of the three largest countries) in the medium- 
sized countries (Colombia, Chile, Peru and 
Venezuela) was 59 per cent; in the four 
countries which follow in size (Bolivia, Ecua
dor, Paraguay and Uruguay) it was 37 per 
cent, and in the smaller countries, 29 per cent.

The study of the patterns of industrial 
development, that is to say, of the combination 
of objectives and policies which have to be 
adopted to guide the industrialization process 
confirm, in general terms, that import substi
tution, the exploitation of the domestic 
market and the export of manufactures 
— together with the different integration 
schemes — form the development patterns 
which gave an impulse to that process.

Import substitution has a permanent 
place in the industrialization pattern, 
although its growth-producing importance 
is mainly limited to the initial stage. Its 
potential scope is determined by the size of 
the domestic market of each country, and in 
the latter stages of industrial development 
it loses some of its growth potential, although 
it continues to be of some importance to the 
extent that it is possible to incorporate indus
tries producing intermediate, durable, and 
capital goods. In view of the difficulties of 
promoting the development of such indus
tries in small countries, and even in the 
medium-sized ones, integration is of primary 
importance in overcoming the limitations 
imposed by small markets. The economic 
integration of the small and medium-sized 
countries of Latin America provides the means 
of developing common interests which may 
enable the countries to act as a bloc in their 
dealings with other larger countries, and other 
blocs, in negotiations and consultations 
leading to a new world economic structure.

The export of manufactures has different 
features depending on the size of the countries. 
Through the exports of their more dynamic 
industries (the metal-engineering, electrical 
and chemical industries) the larger countries 
can make full use of the opportunity of widening 
the base of their industrial development and 
enjoying the multiplier effect of those 
industries on the economy as a whole. In the 
smaller countries, the export of manufactu

res can provide the means of exploiting their 
potential in the production of special lines, 
and this scope would be limited by the quality 
achieved in such products.

The Cuaderno concludes with a review 
of the favourable and unfavourable effects 
of the Latin American industrialization 
process. As regards the former, it highlights 
the expansion of the modem sector of the 
economies of the countries of the region; the 
greater use made of natural resources; the 
introduction of new manufacturing activities
to meet the demand of the domestic market 
or for export, and the gradual creation of 
greater technical capacity. As regards the 
unfavourable effects and, owing mainly to 
the pattern of industrial growth in its early 
stages, it draws attention to the rigidity in 
imports and external vulnerability, relative 
inefficiency in the use of resources, high 
production costs, greater technological
dependence, the existence of high percentages 
of idle capacity and, finally, a greater geogra
phical concentration of production, which
produces regional imbalances in each
country.

América Latina: Relación de precios del inter
cambio. Serie Cuadernos Estadísticos de 
la c e p a l , N° 1, Santiago, Chile, 1976, 70 
pages.

This Cuaderno begins with the description of 
the method being used by c e p a l  to establish 
the quantum and unit value indexes of foreign 
trade, as well as that of some series derived 
from these indexes, such as the terms of trade, 
the purchasing power of exports, and import 
capacity. Therefore, and in order to show the 
procedure followed with greater clarity, 
special attention is given to its various stages, 
such as the selection of information sources 
and the respective samples; the classification 
of products in groups which permit economic 
analysis and international comparison; the 
selection of the formula for establishing the 
indexes; the method of adjusting the sample 
to the statistical universe, etc.
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It is common knowledge that c e p a l  has 
based its stand on the role of foreign trade in 
the development of Latin America on these 
statistics and, therefore, considers it of greater 
importance to provide information on the 
empirical procedures which have been 
followed in compiling them. It should be 
mentioned that they are very similar to those 
used by some of the countries of the European 
Economic Community, particularly the Fede
ral Republic of Germany, as was confirmed 
in the International Seminar on International 
Economic Relations Statistics, held in Berlin 
in September 1973.

However, the report does not hesitate 
to draw attention to some of the limitations of 
the methodology used b y  c e p a l , such as those 
in respect of the calculation of the regional 
index on the terms of trade which, since it is 
obtained through the aggregative method, 
does not exclude intra zonal trade. It discusses 
the difficulties in determining satisfactorily 
factorial terms of trade, which seek to reflect 
changes in the terms of trade through the use 
of indexes which measure the productivity 
of export and import industries. Practical 
problems which arise in calculating the 
quantum and unit value indexes for industrial 
products in respect of which employment 
and productivity experience periodic changes 
are also studied.

The second part of the Cuaderno contains 
the series on exports and imports — expressed 
in current and constant prices, and quantum 
and unit value indexes — terms of trade, and 
the purchasing power of exports with reference 
to Latin American countries individually 
and as a group for the period 1928-1972. So 
that these important figures could also be 
used by English - speaking readers, the hea

dings of these series of tables appear in Spanish 
and English.

Indicadores del desarrollo económico y social 
de America Latina. Serie Cuadernos 
Estadísticos de la c e p a l , N° 2, in the 
press.

This Cuaderno contains a systematic 
presentation of the principal statistics and 
indicators which form the quantitative base 
of the analyses and studies carried out 
during the Second Regional Appraisal of the 
International Development Strategy ( i d s ). 

Preceding the corresponding tables there is 
an analysis of the criteria applied in selecting 
the indicators, of their significance, and the 
analytical concepts inherent in them, and the 
sources of information used, as well as a study 
of the statistical value of the pertinent data.

The indicators have been classified 
and grouped taking account of the major areas 
of the ID S following, in particular, the outline 
of the general document. In establishing 
these classifications an attempt was also 
made to collect information in accordance 
with the existing interrelationships between 
the different economic and social variables 
to which the indicators refer.

In this way a global quantitative view is 
provided for examining and interpreting the 
development process as regards economic 
growth, human and social development, the 
domestic effort, and the development of 
foreign relations, particularly as regards 
trade and finance.
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