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FOFWARD 

This document responds Co a mandate by Che 
governments of Latin America and the Caribbean: that 
ILPES prepare the ground for the VII Conference of 
Ministers and Heads of Planning (Montevideo, May, 1989) 
by putting together a central report, which would 
address the topics of External Insertion, Development and 
Plaxming. Due to the predominance of decentralized 
economies, the latter concept should give prerogative to 
the need for the coordination of public policy. In 
accordance also with what was approved (XI Meeting of the 
Presiding Officers/Regional Council for Planning (RCP), 
San Jose, November, 1988), conclusions should be centered 
around three main themes: External Insertion and 
Development (Intro & Parts I & II). Entrepreneurial 
Capacity and Competitiveness (Part III) and Fiscal 
Problems in the Management of State (Part IV), ending 
with a guideline as to possible functions of National 
Planning Agencies (NPAs) in supporting new policies for 
external reinsertion (Part V). 

In an upcoming revision, form and content will 
benefit from criticisms and comments made by the 
countries which currently preside at the two multilateral 
forums - SCCOPALC and CRP and from the ECLAC System, once 
this first draught is distributed to them. All 
necessary changes will be included in the next draught 
which will then be sent to the Internal Editorial 
Service. In any event, its main source of enrichment 
will be the participation by Ministers and Heads of 
Planning at this VII Conference, although as a matter of 
policy this document is not subject to formal approval; 
the same applies to document NTI/G.VII.4 which gives a 
detailed account of the contents of this document, except 
for Part V. 

In rendering direct advisory services to 
governments or in training, the Institute necessarily 
comes across matters which are everyday fare for the 
NPA's, and it seeks to support them in their more 
immediate concerns and requirements. At this 
multilateral debate the Institute must raise issues which 
are aimed at the future. Its construction may not appear 
to be of priority.. .but it is urgent. Hopefully this 
document will succeed in getting this idea across. 

(I/TWZRY) 
Santiago, Chile, March, 1989 

Director General of ILPES 



P a r t A 
INTRODUCTION 

The b a l a n c e o f t h e e i g h t i e s a l l o w s f o r d i f f e r e n t 
i n t e r p r e t a t i o n s . One, a l r e a d y v e r y common, i s t h a t t h e y 
have been l o s t from the p o i n t o f v i e w o f d e v e l o p m e n t and, 
above a l l , o f i t s p e r c a p i t a e x p r e s s i o n : t h e r e has been a 
r e t u r n t o s t a n d a r d s l i v e d t e n y e a r s ago o r more. A n o t h e r , 
l e s s common b u t more t r a n s c e n d e n t , i s t h a t t h e e c o n o m i c , 
s o c i a l , p o l i t i c a l and c u l t u r a l d y namics o f t h e l a s t y e a r s , 
when p r o j e c t e d towards the f u t u r e , show t h a t L a t i n A m e r i c a 
and t h e C a r i b b e a n have j e o p a r d i z e d more t h a n the n e x t 
d e c a d e . T h i s i d e a p ermeates the e n t i r e document, w h i c h i s 
d e d i c a t e d to e x a m i n i n g the p o s s i b i l i t i e s o f the r e g i o n 
b e c o m i n g more d y n a m i c a l l y r e i n s e r t e d i n t o the w o r l d o f 
tomorrow. The terms " i n s e r t i o n " o r " r e i n s e r t i o n " a r e u s e d 
i n a v e r y b r o a d s e n s e . A t the l i m i t s o f d e f i n i t i o n , 
" i n s e r t i o n " r e f e r s to the g l o b a l i t y o f t h e r e g i o n ' s 
" i n t e r d e p e n d e n c e " w i t h the r e s t o f t h e w o r l d . I n t h i s 
document " r e i n s e r t i o n " s u g g e s t s changes i n e x t e r n a l p o l i c i e s 
w h i c h s e e k , w i t h i n the framework o f i n t e r d e p e n d e n c e , a l e s s 
p e r v e r s e d i s t r i b u t i o n o f v u l n e r a b i l i t y . 

P o l i c i e s d e l i b e r a t e d f o r t h e r e o r d e r i n g o f e x t e r n a l 
r e l a t i o n s may h e l p to r e d u c e c u r r e n t v u l n e r a b i l i t y , b u t w i l l 
u n l i k e l y be s u f f i c i e n t to e l i m i n a t e i t . I n t r u t h , t h e 
manner i n w h i c h t h e r e g i o n I n t e r a c t s w i t h t h e e x t e r i o r 
e x p l a i n s p a r t o f i t s p r o b l e m s - i n c l u d i n g some v e r y s e r i o u s 
ones - and c o n d i t i o n s o t h e r s . N e v e r t h e l e s s , i t w o u l d be 
s i m p l i s t i c to e x p l a i n i t s v i c i s s i t u d e s o n l y i n terms o f 
e x t e r n a l i n s e r t i o n . On the o t h e r hand, t h e v e r y c o n c e p t o f 
r e g i o n needs t o be v i e w e d i n r e l a t i v e t e r m s , due t o i t s 
i n c r e a s i n g h e t e r o g e n e i t y . I t s main a t t r i b u t e s a r e n o t 
d i s t r i b u t e d i n a v e r y homogenous way among c o u n t r i e s and 
w i t h i n them. The r e g i o n w i l l end t h e e i g h t i e s w i t h a 
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5. From 1980 onward, the r e g i o n gave s i g n s o f enormous 
i n s t r u m e n t a l c r e a t i v i t y , a l t e r n a t i n g p o l i c i e s o f v a r y i n g 
d e g r e e s o f o r t h o d o x y a n d p r e d o m i n a n t l y o r i e n t e d t o 
c o n t r o l l i n g m o netary a g g r e g a t e s and key p r i c e s . M o d e r a t e 
r e a c t i v a t i o n impetus were f o l l o w e d by g r e a t e r i m b a l a n c e ; 
t h e n , e f f o r t s a t a u s t h e r i t y a g g r a v a t e d unemployment and 
a c c e n t u a t e d s o c i a l t e n s i o n s . I n t h e a r e a o f n a c r o v a r i a b l e s , 
t h r e e e n d ed up w i t h i r r e p a r a b l e damage: i n v e s t m e n t and 
e x p e n d i t u r e i n s c i e n c e and t e c h n o l o g y ( S c & T ) , and c e r t a i n 
c a t e g o r i e s o f s o c i a l e x p e n d i t u r e ( e d u c a t i o n and h e a l t h ) . In 
a g l o b a l i z e d w o r l d , the o p p o r t u n i t i e s f o r r e i n s e r t i o n by 
L a t i n A m e r i c a and the C a r i b b e a n a r e r e s t r i c t e d t o d a y and 
w i l l c o n t i n u e t o be so i n the y e a r s t o come, as a 
c o n s e q u e n c e o f t h i s b a s i c f a c t : s h o r t term d e c i s i o n s f o r g e t 
t h a t e a c h y e s t e r d a y c o n t a i n e d d e f i n i t i v e c o n d i t i o n i n i n g 
f a c t o r s f o r the f u t u r e . 

6. I n the c o n t a c t between n a t i o n s , w h i l e up f r o n t t h e r e o c c u r s 
an exchange o f goods and s e r v i c e s and movement o f c a p i t a l , 
i n r e a l i t y , i n b e h i n d t h e r e o c c u r s , l o g i s t i c a l l y s p e a k i n g , a 
c o n f r o n t a t i o n o f t h e i r e c o n omic, s o c i a l , p o l i t i c a l and 
c u l t u r a l s t r u c t u r e s . A l l t h e s e phenomena must be c o n s i d e r e d 
when one e x a m i n e s the t o p i c o f " E x t e r n a l I n s e r t i o n , 
D evelopment and P l a n n i n g " . On t h i s b a s i s , t h e r e p o r t has 
been d i v i d e d i n t o f i v e p a r t s ( e x c l u d i n g t h i s I n t r o d u c t i o n ) . 
P a r t B a n a l y z e s the e v o l u t i o n o f t h e r e g i o n ' s r e l a t i v e 
p o s i t i o n i n the i n t e r n a t i o n a l c o n t e x t and P a r t C examines 
the main phenomena o f c o n t e m p o r a r y d e v e l o p m e n t w h i c h w i l l 
c o n d i t i o n i t s f u t u r e . P a r t D e m p h a s i z e s the v i t a l i t y o f 
p r o d u c t i v e e n t e r p r i s e as a s t r a t e g i c r e s o u r c e f o r e x t e r n a l 
r e i n s e r t i o n p o l i c i e s , p r o v i d e d t h a t t h e i n c r e a s e i n i t s 
c o m p e t i t i v e n e s s i s s u p p o r t e d by i n c r e a s e s i n r e a l 
p r o d u c t i v i t y . P a r t E d e a l s w i t h the f i s c a l c r i s i s and i t s 



t i e s w i t h t h e e x t e r n a l s i t u a t i o n . F i n a l l y , P a r t F r e f e r s t o 

t h e p o s s i b l e r o l e t o b e p l a y e d b y N a t i o n a l P l a n n i n g A g e n c i e s 

( N P A s ) , i n c o n j u n c t i o n w i t h o t h e r a g e n t s w i t h i n a n d w i t h o u t 

t h e S t a t e , i n s u p p o r t i n g n e w p o l i c i e s f o r e x t e r n a l 

r e i n s e r t i o n . 



5 

P a r t B 

T H E R E G I O N ' S P R E S E N C E I N T H E E X T E R N A L C O N T E X T 

7. I t i s k n o w n t h a t i n p o s t W o r l d War I I t h e 
i n t e r n a t i o n a l i z a t i o n o f p r o d u c t i o n , m a r k e t s and c u l t u r e 
d eepened. Some o f i t s p e c u l i a r i t i e s a r e n o t e w o r t h y i n t h a t 
t h e y c o n s t i t u t e a b a c k d r o p f o r t h e d e s i g n o f e x t e r n a l 
r e i n s e r t i o n p o l i c i e s . C o n c e n t r a t i o n o f c a p i t a l i n t h o s e 
e n t e r p r i s e s u n d e r g o i n g s a i d p r o c e s s was i n t e n s i f i e d , t h u s 
a l l o w i n g them g r o w i n g i n f l u e n c e i n t h e o r i e n t i n g o f f u t u r e 
d e v e l o p m e n t . A t the same t i m e , t h e i r s p e c i f i c company 
p o l i c i e s r e g a r d i n g p r o d u c t i v i t y , wages and r e i n v e s t m e n t 
among o t h e r s , were a l s o d e s i g n e d t o be i n t e r n a t i o n a l i n 
s c o p e , and d i d n o t always c o i n c i d e w i t h t h e r e s p e c t i v e 
p o l i c i e s o f t h e c o u n t r i e s i n w h i c h t h e y o p e r a t e d . 
C o n s e q u e n t l y , a s i z a b l e p a r t o f what i s commonly termed 
" i n t e r n a t i o n a l d i v i s i o n o f work" o c c u r s t o d a y i n s i d e 
c e r t a i n c o m p a n i e s . L i t t l e by l i t t l e t h e r e o c c u r r e d a new 
a n d as y e t 11 t t l e - s t u d i e d a r t i c u l a t i o n o f the t h r e e 
c o n v e n t i o n a l s p h e r e s o f c a p i t a l : p r o d u c t i v e , c o m m e r c i a l and 
f i n a n c i a l , and more r e c e n t l y , between them and a f o u r t h one 
among t h e s e , w h i c h has begun to be c a l l e d " i n t e l l e c t u a l 
c a p i t a l " . 

8. Thus a s t r a t e g i c change was w i t n e s s e d i n w o r l d economy 
d y n a m i c s , w h i c h p u t an end t o the s e c u l a r p a r a d i g m o f 
i n d u s t r i a l i z a t i o n b a s e d on s t a b l e models o f m a n u f a c t u r e s and 
on mass p r o d u c t i o n . S a i d change opened up new p e r s p e c t i v e s 
f o r the d é c o n c e n t r a t i o n o f p r o d u c t i o n , i n w h i c h p a r e n t 
companies e v e n t u a l l y r e t a i n e d o n l y t h o s e segments w h i c h were 
key t o o v e r a l l o r g a n i z a t i o n ( f i n a n c e , q u a l i t y s t a n d a r d s , 
d e c i s i o n s on t e c h n o l o g y , market d i s t r i b u t i o n and R&D, among 
o t h e r s ) . I n c r o s s - f e r 1 1 1 i z a t i o n w i t h t h e p r e v i o u s 
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phenomenon, t h e r e o c c u r e d a v e r t i g i n o u s d e v e l o p m e n t o f 
c o m m u n i c a t i o n s t e c h n o l o g y , which, i n t u r n , was b o o s t e d w i t h 
h i g h p r i o r i t y . Then, p r o d u c t i o n and t r a d i n g g a i n e d i n 
a l m o s t e q u i v a l e n t s t r a t e g i c i m p o r t a n c e . I n t h i s new c o n t e x t 
i t became e s s e n t i a l t o a s s o c i a t e r e a l p r o d u c t i v i t y and 
c o m p e t i t i v e n e s s , v i t h b e i n g a " s i n e qua non" c o n d i t i o n f o r 
p e n e t r a t i n g and c o n s o l i d a t i n g new m a r k e t s . S i m u l t a n e o u s l y , 
a n o t h e r p r o c e s s o f r e s t r u c t u r i n g o f t h e i n t e r n a t i o n a l 
s c e n a r i o was w i t n e s s e d , n o t c o m p l e t e l y i n d e p e n d e n t o f t h e 
p r e v i o u s one, w h i c h gave r i s e t o new b l o c s o f a s s o c i a t i o n 
among c o u n t r i e s . 

9. A l l t h i s i m p l i e d a r e s t r u c t u r i n g o f w o r l d power, i n terms o f 
p r o d u c t i o n , t r a d e , f i n a n c e , t e c h n o l o g i c a l d e v e l o p m e n t and 
c u l t u r a l i n f l u e n c e . I n t h i s new and s h i f t i n g power f i e l d 
one must i d e n t i f y o p p o r t u n i t i e s f o r p a r t i c i p a t i o n by L a t i n 
A m e r i c a a n d t h e C a r i b b e a n . C o n c u r r e n t l y , t h e new 
p o l y n u c l e a r n a t u r e o f t h e w o r l d s h o u l d f a v o u r s a i d 
o p p o r t u n i t i e s . H e r e i n l i e s the demand f o r f i n e - t u n i n g 
b etween d i p l o m a c y and d e v e l o p m e n t p o l i c i e s g e a r e d t o w a r d s 
r e i n s e r t i o n . A p a r t i a l i n d i c a t o r o f t h e d e g r e e o f e x t e r n a l 
i n s e r t i o n i s t h e r a t e o f p a r t i c i p a t i o n i n w o r l d e x p o r t s . As 
one goes b a c k i n t i m e , the l o s s i n g l o b a l p r e s e n c e becomes 
more e v i d e n t : the r e g i o n t o d a y o c c u p i e s o n l y 40% o f t h e 
g r o u n d i t s e x p o r t s o c c u p i e d 40 y e a r s ago. I n a d d i t i o n , i t 
l o s t r e l a t i v e p o s i t i o n i n the q u a l i t y o f i t s i n s e r t i o n : i t 
has l e s s p r e s e n c e i n the most dynamic i t e m s . 

10. S i n c e a t l e a s t t h r e e decades ago, t h e d i f f e r e n t f l o w s o f 
e x t e r n a l r e s o u r c e s have a l s o been u n d e r g o i n g i m p o r t a n t 
c h a n g e s . Up u n t i l the end o f the s e v e n t i e s , t h e r e g i o n 
r e c e i v e d c l o s e t o 2% o f GDP from a b r o a d f o r Net T r a n s f e r o f 
R e s o u r c e s . D u r i n g the e i g h t i e s , i t r e m i t t e d c l o s e t o 4% o f 
GDP. The "minus 6%" d i f f e r e n c e i s d o u b l y s i g n i f i c a n t : i t 
e x p l a i n s t h e s y s t e m a t i c r e d u c t i o n i n p e r c a p i t a Income 



( w h i c h i n 1988 was e q u i v a l e n t t o t h a t o f 10 y e a r s ago) and 
a l s o e x p l a i n s the drop i n i n v e s t m e n t w h i c h w i l l a f f e c t t h e 
n e a r f u t u r e . 

A t t h e b e g i n n i n g o f the s i x t i e s the i n f l o w o f r e s o u r c e s " v i a 
g overnment" a c c o u n t e d f o r 60% o f c a p i t a l i n f l o w ; a l r e a d y by 
t h e end o f the s e v e n t i e s , o n l y 12% were from p u b l i c s o u r c e s 
and 88% p r i v a t e . I n r e a l i t y . Net C a p i t a l Income more t h a n 
d o u b l e d i n the s e v e n t i e s ; n e v e r t h e l e s s , t h e s e f i g u r e s 
a l r e a d y r e f e r r e d t o r e s o u r c e s f r o m a v e r y d i f f e r e n t s o u r c e , 
s u b j e c t t o v a r y i n g t y p e s o f c o n d i t i o n a l i t i e s , f o r d i f f e r e n t 
u sage and a l s o w i t h d i f f e r e n t f u t u r e e f f e c t s . P a r t i a l l y 
i n c u b a t e d a l r e a d y i n t h i s s t r u c t u r a l change were commitments 
w i t h r e m i t t a n c e o f p r o f i t s and i n t e r e s t payments, w h i c h 
w o u l d s u b s e q u e n t l y end up c a n c e l l i n g o u t the d e v e l o p m e n t a l 
e f f e c t s o f the Net C a p i t a l Income. I n 1978, Net T r a n s f e r s 
o f R e s o u r c e s , i . e . Net C a p i t a l Income minus Net P r o f i t 
Payments, r e a c h e d an h i s t o r i c r e c o r d , and l a t e r f e l l . From 
1982 onward, t h e y were n e g a t i v e , (minus U S $ 28.99 b i l l i o n i n 
1 9 8 8). I n s e v e n y e a r s , f r o m 1981 t o 1988, t h e r e g i o n 
t r a n s f e r r e d i n t e r n a l s a v i n g s a b r o a d t o t a l l i n g US$ 178.7 
b i l l i o n . F o r the most p a r t , t h i s was o n l y f o r p a r t i a l 
i n t e r e s t payments. The t o t a l amount t r a n s f e r r e d was 12% 

h i g h e r t h a n a l l Net C a p i t a l Income r e c e i v e d f r o m a b r o a d o v e r 
the l a s t t e n y e a r s . 

T h i s b a c k d r o p a l r e a d y r e f l e c t s a p r o g r e s s i v e l o s s o f 
r e g i o n a l I n f l u e n c e i n terms o f m u l t i l a t e r a l d e v e l o p m e n t 
p o l i c y . Once a g a i n , t h e p r o b l e m has remote r o o t s . E x a c t l y 
20 y e a r s ago, the " L a t i n A m e r i c a n Consensus o f V i ñ a d e l Mar" 
r e c o g n i z e d the need t o m o b i l i z e g r e a t e r s u p p o r t f o r the 
r e g i o n , " i n p a r t i c u l a r from c o u n t r i e s h a v i n g g r e a t e r w e i g h t 
i n w o r l d d e c i s i o n s " , A few y e a r s l a t e r , m u l t i l a t e r a l 
p a r t i c i p a t i o n i n the d i r e c t e d a t governments o f the r e g i o n 
had a l r e a d y d r o p p e d 2/3, and the main b i l a t e r a l a i d a l m o s t 
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9 / 1 0 . As o f 1980, L a t i n A m e r i c a and t h e C a r i b b e a n s u f f e r e d 
w i t h the " g r a d u a t i o n " , which r e d u c e d t h e i r p r i o r i t y i n the 
d i s t r i b u t i o n o f O f f i c i a l D e v elopment A i d . T h i s a g g r a v a t e d 
t h e a v a i l a b i l i t y o f e x t e r n a l r e s o u r c e s w h i c h i n p r e v i o u s 
y e a r s h a d a l r e a d y s t a r t e d t o be p r o v i d e d t h r o u g h b a n k i n g 
o p e r a t i o n s o f a c o m m e r c i a l n a t u r e . G i v e n a l l t h e above, a 
r e c e n t OAS ( O r g a n i z a t i o n o f A m e r i c a n S t a t e s ) r e p o r t s t a t e s 
t h a t " t h e r e g i o n i s a p a s s i v e a g e n t i n i n t e r n a t i o n a l e v e n t s 
and i t s w e i g h t i n e s s i n i n t e r n a t i o n a l s y s t e m d e c i s i o n - m a k i n g 
i s p r a c t i c a l l y n i l . T h i s c o n t r i b u t e s t o e x p l a i n t h e d e p t h 
o f t h e e conomic r e c e s s i o n i n w h i c h i t i s submerged". F o r 
a l l t h e s e r e a s o n s i t i s p o s s i b l e t o s t a t e t h a t the r e g i o n ' s 
c u r r e n t e x t e r n a l p r e s e n c e f a l l s b elow t h e r e q u i r e m e n t s o f 
i t s p o p u l a t i o n , the v i r t u a l p o t e n t i a l i t y o f i t s human and 
n a t u r a l r e s o u r c e s and i t s r i g h t t o h i s t o r i c a l f u l f i l l m e n t . 
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P a r t C 

CONTEMPORARY DEVELOPMENT HINDERS REINSERTION 

1 3 . The p o s s i b i l i t y o f L a t i n A m e r i c a and t h e C a r i b b e a n f i n d i n g 
f u l f i l l m e n t i n t h e w o r l d o f tomorrow i m p l i e s a t u r n i n 
p e r s p e c t i v e r e g a r d i n g t h e p a s t . C o n t e m p o r a r y d e v e l o p m e n t i s 
b e s t u n d e r s t o o d on the b a s i s o f c e r t a i n d i s t i n g u i s h a b l e b u t 
c l o s e l y i n t e r t w i n e d phenomena: knowledge i s a c c u m u l a t e d , 
d o m i n a t e d by t e c h n o l o g i c a l p u r p o s e ; t h e n , i t p e r m i t s the 
a c c e l e r a t i o n o f p r o d u c t i v e and o r g a n i z a t i o n a l i n n o v a t i o n ; 
w h i c h i s why we w i t n e s s t o d a y a p r o l i f e r a t i o n o f f o r m a l and 
i n f o r m a l s p e c i a l i z a t i o n i n t h e work a r e a , w h i c h c o n t r i b u t e s 
t o t h e g e n e r a t i o n o f g r e a t c o m p l e x i t y i n s t r u c t u r e and 
s o c i a l i n t e r a c t i o n ; w h i c h , i n t u r n , c r e a t e s new t e n s i o n s i n 
terms o f g o v e r n a b i l i t y and a b i l i t y to g o v e r n . 

C . l . INFORMATION INPUTS AND ACCELERATED INNOVATION. 

14. F o r some time now companies and governments o f a d v a n c e d 
i n d u s t r i a l e conomies have m o d i f i e d t h e i r e x p e n d i t u r e i n 
s c i e n c e and t e c h n o l o g y , b e i n g more p r a g m a t i c i n b r o a d e n i n g 
and r e o r i e n t i n g i t . Knowledge d e s t i n e d to become t e c h n o l o g y 
and t e c h n o l o g y d e s t i n e d t o become p r o d u c t and t o b r o a d e n 
m a r k e t s , b o t h underwent i n c r e a s e s i n r e l a t i v e g r o w t h r a t e 
w i t h r e s p e c t to o t h e r t y p e s o f knowledge and t e c h n o l o g y . In 
t h i s way t h e t o u c h s t o n e was p r e p a r e d f o r a new p r o d u c t i o n 
p a r a d i g m : k n o w l e d g e a n d t e c h n o l o g y c o n v e r t e d t o 
" i n f o r m a t i o n " would p e n e t r a t e and dominate modern p r o d u c t i o n 
r e l a t i o n s . I t w o u l d be d i f f i c u l t t o i n v e s t i g a t e 
c o n t e m p o r a r y d e v e l o p m e n t w i t h o u t f i r s t u n d e r s t a n d i n g t h i s 
f u n d a m e n t a l phenomenon. 
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As a new c r i t i c a l i n p u t , knowledge c o n v e r t e d t o " i n f o r m a t i o n 
u n i t s " c h a n g e s the p r o p o r t i o n t o which o t h e r i n p u t s a r e u s e d 
( n a t u r a l r e s o u r c e s , work, e n e r g y ) and, l i t t l e by l i t t l e , 
i n t r o d u c e s a f a c t o r o f o b s o l e s c e n c e i n p r e v i o u s t e c h n i q u e s 
o f p r o d u c t i v e o r g a n i z a t i o n and e n t r e p r e n e u r i a l management. 
P r o d u c t i o n i t s e l f becomes " d e m a t e r i a l i z e d " s i n c e t h e r e w i l l 
be l e s s raw m a t e r i a l , work o r e n e r g y p e r o u t p u t u n i t . These 
t r a n s f o r m a t i o n s w i l l demand the p u t t i n g i n t o p r a c t i c e o f a 
s e r i e s o f d e l i b e r a t e d measures t o b u i l d "dynamic c o m p a r a t i v e 
a d v a n t a g e " (DCA). I t i s w o r t h h e r e t o d i g r e s s b r i e f l y : 
t h i s e x p r e s s i o n i s u s e d as a " s i g n " , as a s e m a n t i c r e s o r t . 
I t p e r m i t s one t o c a l l a t t e n t i o n to the need f o r r e i n s e r t i o n 
p o l i c i e s t o t a k e i n t o c o n s i d e r a t i o n i n t e r n a t i o n a l market 
t e n d e n c i e s , r e g i o n a l a v a i l a b i l i t y o f r e s o u r c e s and t h e 
p r o p o r t i o n s t o w h i c h t h e y a r e u s e d p e r u n i t o f o u t p u t . 
L i k e w i s e , t h e a l l o c u t i o n " b u i l d DCA" has t h e v i r t u e o f 
a l e r t i n g one t o t h e f a c t t h a t t h e y a r e n o t t h e r e , t h a t t h e y 
w i l l have t o be g e n e r a t e d . 

P r o d u c t i v e c a p i t a l i s p a r t i a l l y f r e e d f r o m i t s p h y s i c a l and 
f i n a n c i a l r o o t s and t a k e s t h e f o r m o f " i n t e l l e c t u a l 
c a p i t a l " . The a c c u m u l a t i o n of I n t e l l e c t u a l c a p i t a l s h i f t s 
t h e f r o n t i e r s of t e c h n o l o g i c a l power a d i n f i n i t u m ; t h e 
l a t t e r i s c o n c e n t r a t e d i n p o l i t i c a l g e o g r a p h y . E l e c t r o n i c 
c o m p l e x e s , b i o t e c h n o l o g y , d e v e l o p m e n t o f s e m i c o n d u c t o r s and 
o t h e r new m a t e r i a l s , new e n e r g y r e s o u r c e s , a r e some o f the 
b r a n c h e s i n w h i c h e f f o r t s a r e b e i n g c o n c e n t r a t e d . Thus, 
h i g h t e c h n o l o g y i s d i r e c t e d from i t s b i r t h : f i r s t i t 
i n a u g u r a t e s , t h e n i t d i f f u s e s the new t e c h n o l o g i c a l and 
p r o d u c t i v e s t a n d a r d . T o c o n q u e r i t i m p l i e s a c o s t i n 
f o r e i g n e x c h a n g e ; t o r e s i s t i t a c o s t i n h i s t o r i c 
m a r g i n a l i z a t i o n and to become submerged i n i t a c o s t i n 
s o v e r e i g n t y . One would have to a s s i m i l a t e i t i n a s e l e c t i v e 
manner, b u t t h i s p r e s u p p o s e s s y s t e m a t i c e x p e n d i t u r e i n 
s c i e n c e and t e c h n o l o g y . T h i s i n t e r m e d i a t e c o u r s e i s more 
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d i f f i c u l t f o r t h o s e c o u n t r i e s w h i c h d i d n o t p r e v i o u s l y amass 
some i n t e l l e c t u a l c a p i t a l . T h i s summarizes some o f the 
c o n c r e t e c h a l l e n g e s o f t h i s d e c a d e ' s end. 

17. N e g l i g e n c e i n the f a c e o f the f u t u r e has r e d u c e d the 
r e g i o n ' s p o s s i b i l i t i e s o f i m p l e m e n t i n g r e i n s e r t i o n p o l i c i e s 
whose e f f e c t s w i l l be more immediate and a t t h e same time 
more l a s t i n g . To r e c o g n i z e t h e g r e a t e r p r e s e n c e o f 
knowledge i n p u t s i n modern p r o d u c t i v e r e l a t i o n s i m p l i e s 
r e v i s i n g t h e p o t e n t i a l a v a i l a b i l i t y o f t h e r e g i o n ' s 
c o m p a r a t i v e a d v a n t a g e s and a d o p t i n g t e c h n o l o g i c a l d e c i s i o n s 
c o n s i s t e n t w i t h them. D o m e s t i c a l l y , i t i s n e c e s s a r y to be 
f a m i l i a r w i t h and to know how to s e l e c t o p t i o n s ; a b r o a d , 
t h e t r a n s f e r o f t e c h n o l o g y w i l l be more d i f f i c u l t i n the 
d e g r e e t o w h i c h i t i m p l i e s a p o t e n t i a l r i s k o f competence to 
t h e v e n d o r . T h e r e f o r e , t h e r e w i l l be t r a n s f e r s w h i c h w i l l 
b e I n a c c e s s i b l e a n d t h e r e w i l l be o t h e r s whose 
c o n d i t i o n a l i t i e s w i l l r e i n f o r c e a s y m m e t r i c a l i n t e r d e p e n d e n c e 
among t h e a d v a n c e d c o u n t r i e s w h i c h p r o v i d e i t and the 
d e v e l o p i n g c o u n t r i e s which r e c e i v e i t . 

18. New r e i n s e r t i o n p o l i c i e s a c q u i r e g r e a t e r u r g e n c y i n the same 
measure t h a t i n n o v a t i o n s i n w o r l d p r o d u c t i o n and t r a d e 
a c c e l e r a t e . The more t h e r e s t r u c t u r i n g o f t h e r e g i o n ' s 
p r o d u c t i v e a p p a r a t u s i s d e l a y e d , t h e more d i f f i c u l t w i l l be 
i t s a c c e s s t o a dynamic p o s i t i o n and g r e a t e r w e i g h t i n e s s i n 
w o r l d economy, b e c a u s e i t would be o c c u r r i n g f r o m a more 
m a r g i n a l i z e d p o s i t i o n . Once a g a i n i n h i s t o r y , p o s s i b l e 
m o d e r n i z a t i o n w i l l be h e t e r o g e n o u s b o t h among c o u n t r i e s o f 
L a t i n A m e r i c a and the C a r i b b e a n as w e l l as w i t h i n e a c h one 
o f them. The r e a l i s t i c e x p e c t a t i o n i s t h a t t e c h n o l o g i c a l 
h e t e r o g e n e i t y w i l l grow t h r o u g h o u t t h e r e g i o n and i n e x o r a b l y 
so w i t h i n many c o u n t r i e s . 
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1 9 . T h i s a c c e l e r a t i o n o f i n n o v a t i o n has been made p o s s i b l e o n l y 
t h r o u g h p r i o r growth i n Sc&T and R&D e x p e n d i t u r e . I n terms 
o f GDP p e r c e n t a g e s , a d v a n c e d market c o u n t r i e s d e d i c a t e 
between 3% and 3 . 5 % to the Sc&T i t e m , w h i l e L a t i n A m e r i c a 
and t h e C a r i b b e a n l e s s t h a n 0.7%. I n t h i s s e n s e t h e r e g i o n 
as a w h o l e i s i n c a p a c i t a t e d t o p r o c e e d w i t h an immediate 
r e s t r u c t u r i n g o f i t s p r o d u c t i v e a p p a r a t u s , i n d e p e n d e n t l y o f 
the s p e c i f i c p r o b l e m s i n f i n a n c i n g i t . D u r i n g the r e c e n t 
p a s t , f o u r s p h e r e s o f c a p i t a l " d a shed t o p i e c e s " the 
o p p o r t u n i t i e s f o r r e s t r u c t u r i n g and making t h e r e g i o n ' s 
economy more dynamic: the r i s e i n i n t e r n a t i o n a l i n t e r e s t 
r a t e ( f i n a n c i a l ) ; a c c e l e r a t i o n o f i n n o v a t i o n s u s i n g new and 
c o s t l y t e c h n o l o g y ( p r o d u c t i v e ) ; p r o t e c t i o n i s m and a 
d e t e r i o r a t i o n i n terms o f t r a d e ( c o m m e r c i a l ) ; and d o m e s t i c 
d e l a y s i n m a s t e r i n g knowledge and i n R&D e x p e n d i t u r e 
( i n t e l l e c t u a l c a p i t a l ) . A s t r a n g e h i s t o r i c a l c o i n c i d e n c e 
w h i c h w e a k e n e d r e g i o n a l o p p o r t u n i t i e s f o r f u t u r e 
d e v e l o p m e n t . 

20. A t an a g g r e g a t e l e v e l , the a c c e l e r a t i o n o f t e c h n o l o g i c a l 
i n n o v a t i o n r e q u i r e s a r e f o r m u l a t i o n o f f o r e c a s t i n g 
t e c h n i q u e s . A g i l e i n n o v a t i o n o f p r o c e s s e s , p r o d u c t s , 
o r g a n i z a t i o n , c o m m u n i c a t i o n o r t r a d i n g i n c r e a s e t h e d e g r e e 
o f i n d é t e r m i n a t i o n o f the f u t u r e . U n c e r t a i n t y changes i n 
c o m p o s i t i o n : economic p r o c e s s e s w h i c h a l l o w f o r f o r e c a s t i n g 
c a l c u l a t i o n b a s e d on s t o c h a s t i c r e g u l a r i t y , l o s s r e l a t i v e 
i m p o r t a n c e ; p e r h a p s i t i s g a i n e d by t h o s e p r o c e s s e s whose 
u p c o m i n g s t a g e s a r e known b u t n o t so t h e i r p r o b a b i l i t y o f 
o c c u r r i n g : w i t h o u t a doubt o t h e r phenomena g a i n i n w e i g h t , 
t h o s e whose p o s s i b l e f u t u r e s t a t e s a r e n o t e v e n known. The 
l a t t e r a r e t h e open domain o f human c r e a t i v i t y . T h i s 
c r e a t i v i t y f i n d s a complement i n the r e a l w o r l d : f l e x i b l e 
p r o d u c t i v e s t r u c t u r e s , w i t h g r e a t p o t e n t i a l f o r i n n o v a t i o n . 
T h i s c o m p l e m e n t a r i t y i s n o t e n t i r e l y c a s u a l : the 
" p r o d u c t i o n o f knowledge" has been f i n a n c e d i n s u c h a way as 
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to c o n c e n t r a t e i t i n th o s e s p h e r e s o f c r e a t i v i t y whose 
s p a r k s may f l y more r a p i d l y to p r o d u c t i o n and from t h e n c e to 
market. 

C.2 WORK AND THE INFORMAL SECTOR: FRACTIONATION AND 

PROLIFERATION 

C o n t e m p o r a r y economy p r o d u c e s " m u l t i v a r i a t i o n " i n the 
d i v i s i o n o f work. Movement i s p r o j e c t e d i n v a r i o u s ways: 
i n m a n u f a c t u r i n g , i n mode r n p r i m a r y a c t i v i t i e s and 
o b v i o u s l y , i n the d i f f u s e range o f s e r v i c e s . The d i f f u s i o n 
o f i n f o r m a t i c s , i n t u r n , g e n e r a t e s a g r e a t many new 
s p e c i a l t i e s w i t h i n each one o f them. A d v a n c e s i n the f i e l d 
o f t e l e c o m m u n i c a t i o n s , s e m i c o n d u c t o r s , i n d u s t r i a l and o f f i c e 
a u t o m a t i o n , i n a d d i t i o n t o t h e d a t a p r o c e s s i n g i n d u s t r y 
i t s e l f , t h u s p l a y a t r i p l e r o l e i n t h e c r e a t i o n o f new work 
s p e c i a l t i e s : d i r e c t l y w i t h i n e ach one o f i t s own b r a n c h e s ; 
h a v i n g an imp a c t on the c a p i t a l goods i n d u s t r y and, l e s s 
d i r e c t l y , t h r o u g h the d i f f u s i o n o f t h e s e goods i n o t h e r 
i n d u s t r i e s and i n the p r o d u c t i o n o f s e r v i c e s . I t wou l d be 
u s e f u l t o p o i n t o ut t h a t the " s p e c i a l i t i e s ' e x p l o s i o n " i s 
not n e c e s s a r i l y l i m i t e d to the p r o d u c t i v e a p p a r a t u s o f ea c h 
c o u n t r y , be i t d e v e l o p e d o r n o t . The f l e x i b i l i t y which t h e 
new t e c h n o l o g i c a l and p r o d u c t i v e s t a n d a r d s p o n s o r s a t an 
i n t e r n a t i o n a l s c a l e , o p e n s up new p o s s i b i l i t i e s f o r 

d e v e l o p i n g c o u n t r i e s . 

A c t i v e e x t e r n a l r e i n s e r t i o n c r i t i c a l l y depends on t h e 
i n n o v a t i v e and n e g o t i a t i n g c a p a c i t y o f t h e e n t r e p r e n e u r s o f 
the r e g i o n , b a c k e d up by e f f i c i e n t p r o m o t i o n o f the S t a t e , 
w h i c h w i l l a l s o be r e s p o n s i b l e f o r c o r r e c t i n g o r 
c o m p e n s a t i n g e q u i t y d i s t o r t i o n s , w h i c h p r o d u c t i v e 
m o d e r n i z a t i o n may p r o v o k e . From t h i s s t a n d p o i n t , i t i s 
w o r t h w h i l e to r e c o g n i z e t h a t the g e n e r a t i o n o f h i g h 
t e c h n o l o g y i n d u s t r i a l and s e r v i c e work s p e c i a l t i e s , b r o a d e n s 
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t h e spectruM of h e t e r o g e n e i t y a l r e a d y i n e x i s t e n c e . G r e a t e r 
p r o d u c t i v i t y a l l o w s f o r ( a n d demands) h i g h p r o f i t s b u t a l s o 
p r o d u c e s h i g h e r r e m u n e r a t i o n s , and t h e r e f o r e b e n e f i t s t h o s e 
segments o f t h e p o p u l a t i o n t h a t a r e t i e d to the most dynamic 
s e c t o r s , moving them upwards i n s o c i a l income d i s t r i b u t i o n . 
On the o t h e r hand, i t i s a f a c t t h a t the c o u n t r i e s i n t h i s 
p a r t o f the w o r l d b e n e f i t t e d i n a d i f f e r e n t i a t e d way f r o m 
the p r e v i o u s s t a g e s o f t h e w o r l d i n d u s t r i a l i z a t i o n p r o c e s s ; 
i t i s l i k e l y t h a t once a g a i n t h e y w i l l become more 
d i f f e r e n t i a t e d as t h e y become more m o d e r n i z e d . T h i s r a i s e s 
a n o t h e r i s s u e w h i c h i s c r u c i a l f o r the t u n i n g o f p u b l i c 
p o l i c i e s , between t h o s e w h i c h d e f e n d a more dynamic e x t e r n a l 
i n s e r t i o n and t h o s e w h i c h promote s o c i a l d e v e l o p m e n t . 
S p e c i f i c a l l y , the d i s s e m i n a t i o n o f the new t e c h n o l o g i c a l and 
p r o d u c t i v e s t a n d a r d w i l l end up r e q u i r i n g a r e o r d e r i n g o f 
a l l 1 a b o u r - r e 1 a t e d p u b l i c p o l i c y : e m p l o y m e n t , 
r e m u n e r a t i o n s , s o c i a l s e c u r i t y , the f o r m a t i o n o f human 
r e s o u r c e s and l a b o u r r i g h t s . P e r h a p s t h i s i s t h e most 
d e l i c a t e o f t o p i c s i n t h e agenda f o r the n e c e s s a r y d i a l o g u e 
between c o m p a n i e s , l a b o u r u n i o n s and g o v e r n m e n t s . 

The m u l t i p l y i n g o f the i n f o r m a l s e c t o r i s a n o t h e r f a c e t o f 
t h i s t h i r d phenomenon - a c c e l e r a t e d b r o a d e n i n g o f t h e work 
s p e c t r u m - i n a m i x t u r e o f e x p a n s i o n and g r e a t e r d i v e r s i t y . 
W i t h i n i t s b a c k g r o u n d l i e s a s i t u a t i o n w h i c h has c a r r i e d 
o v e r f o r t h r e e d e c a d e s : marked u n d e r u t i l i z a t i o n o f l a b o u r 
w i t h underemployment p r e d o m i n a t i n g o v e r open unemployment. 
A c c o r d i n g t o a r e c e n t s t u d y by IDB ( I n t e r - A m e r i c a n 
D evelopment B a n k ) , between 1980 and the y e a r 2000 the l a b o u r 
f o r c e i n c i t i e s w i l l double f r o m 74 to 148 m i l l i o n 
i n h a b i t a n t s . C u r r e n t p o l i c y on the i n f o r m a l s e c t o r i s n o t 
s u f f i c i e n t i n l i g h t o f t h i s new d i m e n s i o n o f t h e p r o b l e m . 
In g e n e r a l i t s w ings f r o m a p r o p h y l a x i s o f u r b a n v i o l e n c e 
( p a y i n g g r e a t e r a t t e n t i o n t o t h e de s t i m u 1 a t i on o f 
d e l i n q u e n c y ) t o p r o m o t i n g s m a l l b u s i n e s s i n i t i a t i v e . 
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N e v e r t h e l e s s , the I n f o r m a l l a b o u r f o r c e as a p e r c e n t a g e o f 
t h e w o r k i n g p o p u l a t i o n , v a r i e s i n the r e g i o n f r o m n e a r l y 30% 
to c l o s e t o 60%, d e p e n d i n g on the d i f f e r e n t n a t i o n a l 
s i t u a t i o n s . In the f a c e o f t h i s m a g n i t u d e , i t i s d i f f i c u l t 
t o p l a c e b e t s on a s i n g l e t y p e o f c o r r e c t i v e p o l i c y ; i t i s 
more p r o b a b l e t h a t t h e r e w i l l be a need t o combine v e r y 
d i f f e r e n t p r o p o s a l s , i n e a c h c a s e ; n e i t h e r w i l l s o l u t i o n s 
a r i s e o n l y from new e x t e r n a l r e i n s e r t i o n p o l i c i e s . More 
l i k e l y , i t i s w o r t h m e n t i o n i n g a r i s k h e r e : t h e new 
p r o d u c t i v e s t a n d a r d w i l l n e c e s s a r i l y i m p e l d e v e l o p i n g 
c o u n t r i e s t o a d o p t t h e i r own m i x t u r e o f t e c h n o l o g y w i t h 
v a r y i n g d e g r e e s o f p r o g r e s s . The r e s u l t i n g one w i l l aim a t 
"growth w i t h o u t employment", p e r h a p s even b e c a u s e o f the 
c u r r e n t e x p e r i e n c e o f some o f the more i n d u s t r i a l i z e d 
c o u n t r i e s . Knowledge t o d a y d o m i n a t e s p r o d u c t i o n and 

i n n o v a t i o n l e a d s m a r k e t s ; w i t h i n t h i s framework, t h e r e 
e x i s t s an added r i s k f o r L a t i n A m e r i c a and t h e C a r i b b e a n : 
t h a t "growth w i t h o u t employment" w i l l amass t h o s e c i t i z e n s 
w h i c h a r e l e s s q u a l i f i e d , a t the base o f i t s s o c i a l p y r a m i d , 
as i f t h e y were s u p e r f l u o u s o b j e c t s . 

C.3 COMPLEX SOCIETY AND THE CRISIS OF GOVERNABILITY 

Up t o t h i s p o i n t t h r e e a c c e l e r a t i o n s have b e e n h i g h l i g h t e d , 
w h i c h i n t e r a c t i n c o n t e m p o r a r y economic d y n a m i c s : g r e a t e r 
i n f o r m a t i o n i n p u t s p e r u n i t o f o u t p u t ; g r e a t e r i n n o v a t i o n 
i n p r o c e s s e s , p r o d u c t s , o r g a n i z a t i o n and m a r k e t s and g r e a t e r 
d i s p e r s i o n o f work m o d a l i t i e s . A l l a l t e r t h e " u s e f u l " 
c o m b i n a t i o n s o f a v a i l a b l e p r o d u c t i o n f a c t o r s ; t h e work 
f a c t o r , i n p a r t i c u l a r the l e s s q u a l i f i e d , l o s e s r e l a t i v e 
p o s i t i o n i n t h i s framework o f new t e c h n o l o g y . Thus, b u t n o t 
o n l y t h u s . I m p o r t a n t c o n t i n g e n t s o f t h e p o p u l a t i o n s h i f t 
t o wards the i n f o r m a l s e c t o r . W i t h i n t h i s f r a c t i o n a t i o n 
p r o c e s s e v e r y t h i n g goes: upwards and downwards, the 
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h e t e r o g e n e i t y o f work i s b r o a d e n e d , and c o n s e q u e n t l y so i s 
t h a t o f r e m u n e r a t i o n s and f a m i l y i n c o m e s . Modern s o c i a l 
s t r u c t u r e s p l i t s up and d i s p e r s e s i n t h e most v a r i e d 
a r t i c u l a t i o n s v i t h t h e v a r i o u s a c t i v i t i e s o f t h e c l a s s i c 
e c o n o m i c c y c l e : p r o d u c t i o n , d i s t r i b u t i o n , c o n s u m p t i o n and 
p r o f i t s h a r i n g . T h i s i s one o f t h e i n g r e d i e n t s o f 
c o m p l e x i t y , t h i s u n m i s t a k a b l e t r a d e m a r k o f c u r r e n t s o c i e t y . 

" C o m p l e x i t y " t o d a y has a s p e c i f i c m e a n i n g i n t h e s c i e n c e s 
and i n t e c h n i c a l v o c a b u l a r y ; a n o t h e r b r i e f d i g r e s s i o n w o u l d 
be u s e f u l t o d e a l w i t h I t . A c c o r d i n g t o some o f t h e most 
o u t s t a n d i n g s p e c i a l i s t s i n te m a t t e r , t h e f o l l o w i n g s h o u l d 
be c o n s i d e r e d : 

t h a t " c o m p l e x i t y " i s a s y m b o l i c e x p r e s s i o n f o r 
d e s c r i b i n g a s e r i e s o f new p e r c e p t i o n s and 
s c i e n t i f i c r e p r e s e n t a t i o n s o f r e a l i t y ; t h e l a t t e r 
i s c o n s i d e r e d t o be an "open e n t i t y " and i n 
c o n s t a n t m u t a t i o n , c h a r a c t e r i z e d by i n s t a b i l i t y 
and c r e a t i v i t y ; 

t h a t dynamic systems - i n c l u d i n g s o c i a l ones - a r e 
more u n s t a b l e t h a n was p r e v i o u s l y a d m i t t e d and 
t h a t t h e i r t r a j e c t o r i e s c o n t a i n a b a s i c p r o p e r t y 
o f " d i v e r g e n c e " ; 

t h a t an i n c r e a s i n g l y complex s o c i e t y a l s o a r i s e s 
o u t o f the c o m p u t a r i z a t i o n o f i n f o r m a t i o n , w i t h 
i t s own l o g i c and memory; 

t h a t i t i s n e c e s s a r y t o have a new u n d e r s t a n d i n g 
o f t h i s " f a c t o r y o f t r a j e c t o r i e s " w h i c h i s what 
c u r r e n t r e a l i t y i s , and t h a t t h i s i m p l i e s a g r e a t 
c u l t u r a l t r a n s f o r m a t i o n ; and 

t h a t s p e c i a l i z a t i o n and b r o a d e n i n g o f m a r k e t s 
s t i m u l a t e the d e v e l o p m e n t o f t h e most complex o f 
s o c i a l s y s t e m s , b o t h v e r t i c a l l y as w e l l as 
h o r i z o n t a l l y . 
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2 6 . I n t h e w o r l d t o d a y no n a t i o n a l s o c i e t y i s exempt f r o m t h e 
a t t r i b u t e s o f c o m p l e x i t y , i n the o r d e r o f the i d e a s o u t l i n e d 
above. Of c o u r s e t h e f r a c t i o n a t i n g o f f o r m a l and i n f o r m a l 
work i s a c c o m p a n i e d by a b r o a d e r s p e c t r u m o f income 
d i s t r i b u t i o n , of v a l u e s and s o c i a l e x p e c t a t i o n s , w h i c h make 
the b e h a v i o u r o f t h e v a r i o u s a c t o r s more u n p r e d i c t a b l e . I n 
the e x t e r n a l domain, a deepening i n t e r d e p e n d e n c e i s 
w i t n e s s e d , which i s a c e n t r a l phenomenon of c o n t e m p o r a r y 
s o c i e t a l c o m p l e x i t y . I n terms o f t i m e , i t s "open e n t i t y " 
n a t u r e i s i n t e l l i g i b l e as a major i n d é t e r m i n a t i o n o f t h e 
f u t u r e . 

27. The c o m p l e x i t y o f n a t i o n a l s o c i e t i e s i n the r e g i o n combines 
d i f f e r e n t e l e m e n t s : c o e x i s t e n c e o f m u l t i o r g a n i z a t i o n s ( w i t h 
i t s own a c t o r s ) ; g r o w i n g i n t e r d e p e n d e n c e ( w i t h e x t e r n a l 
a c t o r s ) and an e s s e n t i a l v u l n e r a b i l i t y ; t h e l a t t e r , 
e s p e c i a l l y i n i t s p r o j e c t i o n towards the f u t u r e . I n t h i s 
w a y , v u l n e r a b i l i t y a n d u n c e r t a i n t y , t h o s e two 
u n d i s a s s o c i a t a b l e t r a i t s o f a complex d e v e l o p i n g s o c i e t y -
a l w a y s demand v i g i l a n c e and the p r o t e c t i o n o f c e r t a i n b a s i c 
d o m e s t i c b a l a n c e . At t h e l e v e l of i n e q u a l i t y i n f o r c e i n 
L a t i n A m e r i c a and t h e C a r i b b e a n , s a i d b a l a n c e c a n n o t depend 
e x c l u s i v e l y on t h e market; n e i t h e r c a n i t be b o r n f r o m 
r i g i d i n t e r t e m p o r a l p l a n n i n g e x e r c i s e s . C o m p l e x i t y r e d u c e s 
t h e e f f i c a c y o f a l l p a r t i a l b a l a n c e ; on t h e o t h e r hand, 
u n c e r t a i n t y does away w i t h a l m o s t a l l n o r m a t i v e e f f o r t s a t 
d i s c i p l i n i n g t h e f u t u r e . 

28. The r e c e n t h i s t o r y o f a d j u s t m e n t p o l i c i e s was a s u c c e s s i o n 
o f t e n t a t i v e p a r t i a l b a l a n c e ; the s o c i a l p a c t s , w h i c h a r e 
n o r m a l l y i n d i s p e n s a b l e , c o n s t i t u t e a n o t h e r m o d a l i t y o f 
p a r t i a l b a l a n c e . The t r a n s i t o r y n a t u r e o f b o t h i s p a r t l y 
e x p l a i n e d b y a c c e l e r a t e d economic change and by t h e 
p r o g r e s s i v e i n c r e m e n t i o n o f c o m p l e x i t y . I n a n 
i n t e r d e p e n d e n t w o r l d , economic, s o c i a l , p o l i t i c a l and 
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c u l t u r a l e v e n t s have become more v u l n e r a b l e . V u l n e r a b i l i t y 
emerges as a k i n d o f f i n g e r p r i n t o f complex phenomena, a l l 
s i m i l a r b u t e a c h one v e r y u n i q u e . As t h e c o n c e p t i s u s e d 
h e r e , e x t e r n a l i n s e r t i o n i s a l m o s t e q u i v a l e n t t o 
i n d e r d e p e n d e n c e ; f r o m t h i s p e r s p e c t i v e , r e i n s e r t i o n p o l i c i e s 
a r e a s p e c i a l c a s e i n t h e management o f modern c o m p l e x i t y . 

2 9 . New p r o d u c t i v e f u n c t i o n o f knowledge, i n n o v a t i o n as the 
n u c l e u s o f p r o d u c t i o n and t r a d e s t r a t e g i e s , p r o l i f e r a t i o n o f 
f o r m a l and i n f o r m a l work, i n c r e a s e o f s t r u c t u r a l and 
i n t e r a c t i v e c o m p l e x i t y o f modern s o c i e t y , a r e t h e f o u r 
p a t h s c o v e r e d so f a r f o r a more i n t e g r a t e d u n d e r s t a n d i n g o f 
c o n t e m p o r a r y d e v e l o p m e n t . To c u l m i n a t e , a f i f t h phenomenon 
i s p r e s e n t e d : the v u l n e r a b i l i t y o f c u r r e n t s o c i e t y r e d u c e s 
i t s g o v e r n a b i l i t y ; a c c e l e r a t e d e c o n o m i c and s o c i a l change 
r e d u c e s th e c a p a c i t y t o g o v e r n ; and t h u s , t h e gap grows-
a t t h i s v e r y moment - between the n e e d f o r government and 
t h e c a p a c i t y to g o v e r n . T h i s gap i s o b s e r v e d n o t o n l y i n 
modern s t a t e s , b u t a l s o i n any l a r g e s o c i a l o r g a n i z a t i o n 
w h i c h has t h e c o n f i g u r a t i o n o f a complex s y s t e m . L i k e w i s e 
t h i s gap i n c r e a s e s when complex p r o b l e m s a r e h a n d l e d 
i n a p p r o p r i a t e l y , e.g.: t r e a t i n g e a c h symptom s e p a r a t e l y , 
e x a c e r b a t i n g o t h e r s ; l o o k i n g f o r s h o r t t e r m s o l u t i o n s and 
a t p o i n t s where i n t e r v e n t i o n i s i n e f f e c t i v e o v e r th e medium 
and l o n g t e r m s ; i n v e n t i n g s o l u t i o n s b a s e d on s t a t i s t i c a l 
a n a l y s i s o f p r o b l e m s . 

30 . The d e c r e a s e i n g o v e r n a b i l i t y i n a d e v e l o p i n g s o c i e t y t o d a y , 
i s e x p l a i n e d by a g r e a t many e l e m e n t s , whose a n a l y s i s f a l l s 
b e y o n d the scope o f t h i s document. Among t h e s e c a n be 
m e n t i o n e d : the f r a c t i o n i n g o f s o c i a l s t r u c t u r e w h i c h i m p l i e s 
e x t r e m e d i f f e r e n t i a t i o n o f a s p i r a t i o n s ; i n n o v a t i o n 
c o n c e n t r a t e s power, t h e n s o c i a l h e t e r o g e n e i t y a l s o widens 
f r o m t h i s p o i n t o f v i e w and the i n n o v a t i v e s t a n c e c l a s h e s 
w i t h i n e r t i a t h r o u g h o u t the b r e a d t h o f e a c h s o c i e t y . 
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L i k e w i s e , I t was s a i d t h a t t h e l o s s o f e f f i c a c y I s a 
p o t e n t i a l r i s k f o r t h e management o f l a r g e and complex 
s o c i a l o r g a n i z a t i o n s , i n c l u d i n g the s t a t e . From t h e r e , t h a t 
t h e r e a r e s e r i o u s a d d i t i o n a l d i f f i c u l t i e s w h i c h u n d e r m i n e 
t h e c a p a c i t y t o g o v e r n , among t h e s e t h e f o l l o w i n g : 
i n f o r m a t i o n a v a i l a b l e on s o c i e t y i s b e c o m i n g i n c r e a s i n g l y 
i n s u f f i c i e n t - i n q u a n t i t y and q u a l i t y - i n t e r m s o f t h a t 
w h i c h i s n e c e s s a r y f o r a d e q u a t e d e c i s i o n - m a k i n g ; w i t h i n and 
w i t h o u t n a t i o n a l b o u n d a r i e s , f i n a n c i a l m a t t e r s h a ve a c q u i r e d 
g r e a t e r r e l a t i v e autonomy i n the f a c e o f c o m m e r c i a l and 
p r o d u c t i v e m a t t e r s ; t o a l l t h i s i s added t h e new s t r a t e g i c 
r o l e o f i n t e l l e c t u a l c a p i t a l , whose p r o d u c t i o n i s g o i n g 
t h r o u g h a s u b t l e a r t i c u l a t i o n o f s c i e n t i f i c c o m m u n i t i e s , 
u n i v e r s i t i e s , armed f o r c e s , p r i v a t e e n t e r p r i s e s , g o v e r n m e n t s 
and o t h e r non-governmenmtal e n t i t i e s ( r e f e r i n p a r t i c u l a r t o 
d e t a i l s o f t h a t p a r a g r a p h i n document N T I / G . V I I . 4 , C h a p t e r 
I I I ) . 

The c o n c l u s i o n i s t h a t i n e f f i c i e n c y c a n p e n e t r a t e i n t o t h e 
p e r f o r m a n c e o f t h e g o v e r n i n g f u n c t i o n . C o n t r a d i c t o r i l y , i n 
t h e I n t e r n a t i o n a l a m b i t t h e r e a r e v a r i o u s h i g h e f f i c i e n c y 
f o c i w h i c h p romote t h e new t e c h n n o l o g i c a l s t a n d a r d , i m p u l s e 
m o d e r n i t y and a c c e l e r a t e h i s t o r y . R e i n s e r t i o n p o l i c i e s 
s h o u l d n o t i g n o r e the r e a l a v a i l a b i l i t y o f t h e c a p a c i t y to 
g o v e r n i n t h e r e g i o n . T h e r e a r e s t r o n g i n d i c a t i o n s t h a t i t 
i s d e c r e a s i n g b e c a u s e u n g o v e r n a b i l i t y i s c o n s u m i n g i t from 
below and management i n e f f i c i e n c y i s e r o d i n g i t f r o m above. 
N e v e r t h e l e s s , g r e a t e r c a p a c i t y to g o v e r n i s n o t r e s o l v e d 
w i t h more power. The m u l t i p l i c a t i o n o f s o c i a l a g e n t s a l s o 
g e n e r a t e s g r e a t e r i n t e r d e p e n d e n c e among i t s c o n f l i c t s . 
P o l i t i c a l r e g i m e s which open up more s p a c e t o s o c i a l 
p a r t i c i p a t i o n , t e n d to w i t n e s s a g r e a t e r s t r u g g l e between 
t h e v a r i o u s a c t o r s ; t h u s p r e s s u r e s c o n v e r g e on g o v e r n m e n t s 
f o r " m a r g i n s o f p r e f e r e n c e " i n t h e a l l o c a t i o n o f p u b l i c 
r e s o u r c e s and i n the i m p l e m e n t i n g o f d o m e s t i c p o l i c i e s . 
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C o n s e q u e n t l y , a n o t h e r c h a l l e n g e i s to promote g r o w i n g l e v e l s 
o f c o n s e n s u s and agreement f o r b o o s t i n g new d e v e l o p m e n t , a t 
a ti m e o f g r e a t e r w i d e s p r e a d o f s o c i a l t e n s i o n s . A c t i v e 
p o l i c i e s o f e x t e r n a l r e i n s e r t i o n do n o t a u t o m a t i c a l l y h e l p 
to r e l i e v e t h e s e t e n s i o n s ; f o r t h i s r e a s o n c o m p l e m e n t a r y 
p o l i c i e s a r e r e q u i r e d w h i c h s i m u l t a n e o u s l y t e n d t o overcome 
s e r i o u s s o c i a l p r o b l e m s . 

As a c o r o l l a r y o f t h e c o m p l e x i t y o f c u r r e n t s o c i e t y and o f 
the g r o w i n g d i f f i c u l t i e s i n government c o n d i t i o n s a l r e a d y 
m e n t i o n e d , n o t e w o r t h y i s a t a s k w h i c h ILPES d e s i g n a t e d 
p r e v i o u s l y as " t r a n s m u t i n g i n t o f o r c e s o f s o c i a l c o h e s i o n 
e n e r g i e s r e l e a s e d t o r e v i n d i c a t i v e p r e s s u r e s " . A c r e a t i v e 
r o l e , s u p p o r t e d by new i n s t r u m e n t s f o r a c t i o n w h i c h c o n s i d e r 
s o c i a l n e e d s n o t o n l y i n terms o f t h e i r " l a c k i n g s " b u t a l s o 
i n terms o f t h e i r p o s i t i v e s i d e : t o p e r m i t t h e c h a n n e l l i n g 
o f new s o c i a l e n e r g i e s w i t h s i g n i f i c a n t s e l f - m a n a g e m e n t 
p o t e n t i a l . F r e e d from e x c l u s i o n , s p u r r e d on by more open 
p o l i t i c a l r e g i m e s and e x a c e r b a t e d by the s a c r i f i c e s c a u s e d 
by t h e c u r r e n t c r i s i s , s a i d e n e r g i e s t e n d t o be o r i e n t e d 
t o w a r d s r e v i n d i c a t i v e a c t i o n s . G o v e rnments l a c k t h e 

n e c e s s a r y r e s o u r c e s t o a t t e n d s u f f i c i e n t l y t o t h i s a v a l a n c h e 
o f r e v i n d i c a t i o n s , w i t h i n t r a d i t i o n a l mechanisms o f s o c i a l 
p o l i c y . Thus a r i s e s the need to a r r i v e a t ag r e e m e n t and 
s o c i a l p a r t i c i p a t i o n w i t h p u b l i c i n s t r u m e n t a l c r e a t i v i t y i n 
a b r o a d e r a t t e m p t to a t t e n d to s o c i a l n e e d s . T h i s r e q u i r e s 
the p r o m o t i n g o f new c o n c e p t s o f o r g a n i z a t i o n and i m p l i e s 
a s s i g n i n g t o t h e d i r e c t b e n e f i c i a r i e s a m a j o r r o l e i n the 
a t t e n t i o n o f t h e i r own needs, m i n i m i z i n g d i r e c t government 
a s s i s t a n c e . T h i s makes even g r e a t e r s e n s e i n t h e s i t u a t i o n 
o f f i n a n c i a l a u s t e r i t y w h i c h w i l l p r e v a i l i n t h e coming 
y e a r s . B e s i d e s , t h i s a p p r o a c h i s e s s e n t i a l t o compensate 
f o r t h e g r e a t e r c o n c e n t r a t i o n and e x c l u s i o n r e s u l t i n g f r o m 
e c o n o m i c d y n a m i c s g e n e r a t e d by new p r o j e c t s o f e x t e r n a l 
r e i n s e r t i o n . 
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P a r t D 

THE PATHS TO REINSERTION GO THROUGH GREATER PRODUCTIVITY 

33. A t t h i s p o i n t i t i s u s e f u l t o r e t u r n t o t h e main s t r e a m o f 
the document. M e n t i o n has been made o f t h e r e g i o n ' s 
h e t e r o g e n e i t y , t h a t the e i g h t i e s have been p r a c t i c a l l y l o s t 
i n terms o f p r e p a r i n g f o r the f u t u r e , t h a t t h e r e g i o n gave 
up c o m m e r c i a l g r o u n d , h a v i n g t o c a r r y o u t n e t t r a n s f e r s o f 
r e s o u r c e s o v e r s e a s and l o s t d e c i s i o n - m a k i n g c a p a c i t y i n 
m u l t i l a t e r a l c i r c l e s . Then, s i t u a t i o n s , t e n d e n c i e s and 
c h a l l e n g e s were examined w i t h r e g a r d to f i v e c h a r a c t e r i s t i c s 
o f r e c e n t w o r l d d e v e l o p m e n t ( k n o w l e d g e - i n t e n s i v e t e c h n o l o g y , 
a c c e l e r a t i o n o f i n n o v a t i o n , d i v e r s i f i c a t i o n o f f o r m a l and 
i n f o r m a l work s t r u c t u r e s , i n c r e a s i n g c o m p l e x i t y o f s o c i e t y 
and c r i s i s o f g o v e r n a b i l i t y ) . A t t h i s p o i n t , two o f the 
more immediate c o n c e p t s w i l l be d e a l t w i t h : t h e g e n e r a t i o n 
o f e x t e r n a l c o m p e t i t i v e n e s s and i t s m a i n t a i n a n c e on t h e 
b a s i s o f r e a l i n c r e a s e i n p r o d u c t i v i t y . 

34. I n n o v a t i v e i m p e t u s , c r e a t i v i t y , the c a p a c i t y to assume 
r i s k s , knowledge o f t r e n d s i n one's a r e a o f a c t i v i t y , 
f l e x i b i l i t y and a g i l i t y i n d e c i s i o n - m a k i n g , c o m m e r c i a l 
a g g r e s s i v e n e s s , e f f i c i e n c y i n o r g a n i z a t i o n , t h e s e a r e some 
o f the e s s e n t i a l a t t r i b u t e s f o r s p o n s o r i n g p o s i t i v e l e a p s i n 
c o m p e t i t i v e n e s s . In g e n e r a l terms, the k i n d o f o w n e r s h i p o f 
p r o d u c t i v e a s s e t s ( s t a t e o r p r i v a t e ) c a n n o t be v i e w e d p e r se 
as b e i n g an impediment t o t h e o c c u r r e n c e o f s a i d Jumps. 
D o c t r i n e s a s i d e , i t i s enough to r e c o g n i z e t h a t v a r i o u s 
p u b l i c e n t e r p r i s e s have w h o l l y f u l f i l l e d t h e i r d u t i e s i n 
t h i s r o l e , a c h i e v i n g o u t s t a n d i n g p o s i t i o n i n t h e 
i n t e r n a t i o n a l m a r k et. N e v e r t h e l e s s , i n the g r e a t e r p a r t o f 
the r e g i o n , p r i v a t e e n t e r p r i s e i s the most g e n e r a l i z e d 
p o t e n t i a l a s s e t w h i c h i s s u s c e p t i b l e t o b e i n g m o b i l i z e d and 
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p r o m o t e d w i t h i n the framework o f d e l i b e r a t e e x t e r n a l 
r e i n s e r t i o n p o l i c i e s . 

35. T h i s w i l l n o t a u t o m a t i c a l l y r e s o l v e t h e most s e r i o u s s o c i a l 
p r o b l e m s a f f e c t i n g L a t i n A m e r i c a and t h e C a r i b b e a n . But t h e 
r e g i o n ' s p r i v a t e e n t e r p r i s e c a n n o t be e x p e c t e d t o c o n q u e r 
m a r k e t s w i t h d i g n i t y u n d e r c u r r e n t c o n d i t i o n s o f 
i n t e r n a t i o n a l c o m p e t i t i o n , and a t the same t i m e t h a t i t 
c o n t r i b u t e s i g n i f i c a n t l y t o c o r r e c t i n g a c c u m u l a t e d p r o b l e m s 
o f employment and s o c i a l income d i s t r i b u t i o n . On t h e o t h e r 
hand, i t i s u n r e a l i s t i c t o i m a g i n e t h a t t h e r e g i o n w i l l 
c o n q u e r a dynamic and t e n a b l e p o s i t i o n i n f u t u r e w o r l d 
economy, on t h e b a s i s o f g o v e r n m e n t a l S c h u m p e t e r i s m o r o f a 
m a s s i v e r e p r o d u c t i o n o f e f f i c i e n t p u b l i c e n t e r p r i s e s . 

D . l COMPETITIVENESS AND EXTERNAL INSERTION 

36. As i s known, e f f e c t i v e p r o d u c t i v e i n s e r t i o n i n t h e 
i n t e r n a t i o n a l economy i m p l i e s t h e n e e d t o g e n e r a t e s u r p l u s 
f o r e x p o r t . The d e b a t e on t h e r e g i o n ' s d e v e l o p m e n t i n t h e 
e i g h t i e s has c e n t e r e d , t o a l a r g e e x t e n t , on e x p o r t o r i e n t e d 
p o l i c i e s and on t h e q u a l i t y o f i n t e r n a t i o n a l s p e c i a l i z a t i o n . 
The e x t e r n a l d e b t has f o r c e d e x p o r t s t o t a k e on p r e r o g a t i v e 
as a f u n c t i o n o f c r i t i c a l demand f o r f o r e i g n exchange needed 
t o s e r v i c e i t . D u r i n g t h e s e y e a r s t h e e x p o r t e r h a s h a d 
s p e c i a l power t o i n f l u e n c e p o l i c y f o r m u l a t i o n : he w o u l d s e l l 
a s c a r c e commodity, f o r e i g n e x c h a n g e . E x t e r n a l r e s t r i c t i o n 
was a d o m i n a n t e l e m e n t : a t the end o f 1988, a f t e r s e v e n 
y e a r s o f a d j u s t m e n t and r e n e g o t i a t i o n o f t h e e x t e r n a l d e b t , 
i m p o r t s a t t a i n e d o n l y t h r e e q u a r t e r s o f t h e l e v e l r e g i s t e r e d 
i n 1981. D u r i n g t h i s p e r i o d , t h e r e g i o n t r a n s f e r r e d 
r e s o u r c e s a b r o a d i n an amount e q u i v a l e n t t o n e a r l y a t h i r d 
o f i t s t o t a l i m p o r t s . 
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37. R e c e n t c o m m e r c i a l e v o l u t i o n shows the h e t e r o g e n o u s b e h a v i o u r 
o f p r o d u c t s t r a d e d on i n t e r n a t i o n a l m a r k e t s . M a n u f a c t u r e s 
a r e o u t s t a n d i n g as the motor b e h i n d w o r l d t r a d e , d o u b l i n g 
and sometimes t r i p l i n g a g r i c u l t u r a l and m i n i n g t r a d e . T h i s 
d i f f e r e n t i a t e d a c t i v i t y i s a l s o r e f l e c t e d i n p r i c e s : w h i l e 
i n 1987 the u n i t v a l u e i n d e x o f m a n u f a c t u r e s grew by 14.1% 
w i t h r e g a r d t o 1980, t h a t o f a g r i c u l t u r a l o u t p u t s r e m a i n e d 
s t a g n a n t and t h a t o f m i n e r a l p r o d u c t s d r o p p e d by 31%. From 
1982 t o 1987, t h e v a l u e o f w o r l d e x p o r t s grew a t a y e a r l y 
a v e r a g e o f 6.1%; n o t one economy o f the r e g i o n p l a c e d o v e r 
t h a t a v e r a g e . The v a l u e o f r e g i o n a l e x p o r t s i n c r e a s e d a t a 
y e a r l y a v e r a g e o f 1.7%, e q u i v a l e n t t o l e s s t h a n a t h i r d o f 
t h e c o r r e s p o n d i n g w o r l d v a l u e . Between 1984 and 1988, a 
p e r i o d i n w h i c h f o r e i g n t r a d e r e c o v e r e d s l i g h t l y , t h e r e g i o n 
e x p o r t e d 100 i n volume to r e c e i v e 74 i n v a l u e , w h i l e 
i n d u s t r i a l c o u n t r i e s e x p o r t e d 100 and r e c e i v e d 124. 

38. I t s e e a s c l e a r t h a t t h e r e i s a need t o i n c o r p o r a t e g r e a t e r 
v a l u e a d d e d t o e x p o r t s and s t r e n g t h e n t h e t i e between 
i n d u s t r y a n d s e r v i c e s , t e c h n o l o g i c a l d e v e l o p m e n t and 
e x p o r t s . D e s p i t e c e r t a i n n o t a b l e a d v a n c e s , t h e c h a l l e n g e 
c o n t i n u e s f o r i m p r o v i n g the q u a l i t y o f i n t e r n a t i o n a l 
s p e c i a l i z a t i o n , s e e k i n g b e t t e r i n s e r t i o n i n t h e most a c t i v e 
a r e a s o f i n t e r n a t i o n a l t r a d e . T h i s i s summarized i n 
i m p r o v i n g " a u t h e n t i c c o m p e t i t i v e n e s s " : g r e a t e r 
p a r t i c i p a t i o n i n i n t e r n a t i o n a l m a r k e t s , b u t s i m u l t a n e o u s l y 
r a i s i n g p r o d u c t i v i t y and the p o p u l a t i o n ' s s t a n d a r d o f 
l i v i n g , as i s m a i n t a i n e d by ECLAC. N e v e r t h e l e s s , t h e t r a d e 
and f i n a n c i a l i m b a l a n c e s o f the i n d u s t r i a l i z e d w o r l d , w i t h 
i t s i m p a c t on i n t e r e s t r a t e s and exchange r a t e s have 
p r o d u c e d a r e l a t i v e d i s a s s o c i a t i o n between c o m p e t i t i v e n e s s 
and c o m p a r a t i v e a d v a n t a g e s . The movements o f e x c h a n g e r a t e s 
have e x o g e n o u s l y a f f e c t e d c o m p e t i t i v e n e s s , and t h e v e r y 
i n s t a b i l i t y o f e x c h a n g e r a t e s h a v e h i n d e r e d t h e 
i d e n t i f i c a t i o n o f r e l a t i v e a d v a n t a g e s . In a d d i t i o n , the 
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r e g i o n c o n c e n t r a t e d a good p a r t o f i t s e x p o r t s i n a s i n g l e 
d e v e l o p e d a r e a , i n c r e a s i n g t h e p o t e n t i a l r i s k o f 
p r o t e c t i o n i s t m e a s u r e s . 

In e f f e c t , i t i s c o n v e n i e n t t o d i f f e r e n t i a t e between 
c o m p e t i t i v e n e s s / p r i c e , w h i c h r e l a t e s q u a l i t y and p r i c e i n 
the s h o r t t e r r a , and s t r o n g e r c o m p e t i t i v e n e s s , w i t h a 
s t r u c t u r a l b a s e , w h i c h pays g r e a t e r a t t e n t i o n t o t h e a w a i t e d 
e v o l u t i o n o f w o r l d demand, t o m a s t e r y o v e r i n f o r m a t i o n and 
r e s e a r c h i n a p p l i e d t e c h n o l o g y and t o t e c h n o l o g i c a l 
d e v e l o p m e n t . W i t h o u t a doubt, c o m p e t i t i v e n e s s / p r i c e i s 
r e l e v a n t i n c o n c u r r e n t m a r k e t s a n d w i t h s c a r c e 
d i f f e r e n t i a t i o n o f p r o d u c t s . I n an i n t e r n a t i o n a l c o n t e x t 
c h a r a c t e r i z e d by i n n o v a t i o n o f t e c h n o l o g y and p r o d u c t s , a 
c o u n t r y may impose p r i c e s i f t h e q u a l i t y , t e c h n o l o g i c a l 
l e v e l o f and demand f o r i t s p r o d u c t s j u s t i f i e s i t . From 
t h i s p e r s p e c t i v e , c o m p e t i t i v e n e s s i m p l i e s e c o n o m i c 
o r g a n i z a t i o n and a r t i c u l a t i o n o f t h e p r o d u c t i v e b a s e , 
m a r k e t i n g , i n d u s t r i a l p o l i c i e s s u p p o r t e d by p r o d u c t i o n l i n e s 
and l o n g t e r m e n t r e p r e n e u r i a l s t r a t e g i e s . A t t h e p u b l i c 
l e v e l , t h e r e w i l l be a need t o c o m p a t i b i l i z e f i s c a l , c r e d i t , 
l a b o u r , t a r i f f and exchange p o l i c i e s . E x t e r n a l c o m m e r c i a l 
i n s e r t i o n w i l l d e r i v e f r o m s e l e c t i v e i n c o r p o r a t i o n o f t h e 
new t e c h n o l o g i c a l and p r o d u c t i v e p a r a d i g m . T h i s w i l l 
i n v o l v e g r e a t e r i n t e n s i t y i n i n f o r m a t i o n and knowledge, more 
f l e x i b l e means o f p r o d u c t i o n , s m a l l e r s i z e d p l a n t s , 
i n t e r r e l a t i n g o f i n d u s t r y and s e r v i c e s , s h o r t e n i n g o f o u t p u t 
c y c l e s and r e w a r d s f o r i n n o v a t i o n . The c h a l l e n g e o f p u b l i c 
p o l i c y i n t h i s a r e a w i l l be t o c o n s i d e r t h e c o u n t r y ' s 
s p e c i f i c a d v a n t a g e s i n r e s o u r c e s and t e c h n o l o g y and t o 
promote t h e e x p a n s i o n o f n a t i o n a l e n t e r p r i s e s i n p r o d u c t i o n 
and m a r k e t i n g , even w i t h a c t i v e i n t e r n a t i o n a l n e g o t i a t i o n . 
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40. T h e c u r r e n t t r a d e s t r u g g l e g i v e s p r e r o g a t i v e t o 
c o m p e t i t i v e n e s s i n i n n o v a t i o n ( q u a l i t y , d e s i g n , s e r v i c e , 
m a r k e t i n g ) , e c o n o m i e s o f d i s t a n c e ( t r a n s p o r t , 
c o m m u n i c a t i o n s , i n s u r a n c e , f i n a n c i n g ) and to t h e q u a l i t y o f 
e n t r e p r e n e u r i a l management ( p r o d u c t i v i t y , k n o w l e d g e , 
p r o c e s s i n g t e c h n o l o g y , h a n d l i n g o f r i s k s i n f o r e i g n 
e xchange, m a r k e t i n g ) . Fo r a l l t h e s e r e a s o n s , c o n s e n s u s i s 
expanded on t h e b a s i s o f the e x i s t e n c e o f s o l i d t i e s between 
i n c o r p o r a t i o n o f t e c h n i c a l p r o g r e s s , i n d u s t r i a l dynamism, 
i n c r e a s e s i n p r o d u c t i v i t y and a u t h e n t i c c o m p e t i t i v e n e s s . 
From t h i s p e r s p e c t i v e , as was a l r e a d y i n d i c a t e d , the 
t e c h n o l o g i c a l l a g g i n g o f L a t i n A m e r i c a and t h e C a r i b b e a n i s 
s e r i o u s . 

D .2 NEGOTIATION PLUS AN INCREASE IN PRODUCTIVITY 

41. The p o s s i b i l i t y o f c o m p e t i t i v e r e i n s e r t i o n may be 
s t r e n g t h e n e d i f i t p r o d u c e s an a c t i v e p r o c e s s o f d o m e s t i c 
a r t i c u l a t i o n a n d i n t e r n a t i o n a l n e g o t i a t i o n , w i t h 
c o m p l e m e n t a r y economies b e i n g g e n e r a t e d b e t w e e n p u b l i c and 
p r i v a t e a c t i o n . " N e g o t i a t i o n d i p l o m a c y " w i l l be e s s e n t i a l 
b o t h f o r e x p o r t s a n d f o r e f f e c t i v e i m p o r t s u b s t i t u t i o n " . 
The l a t t e r has a l w a y s been p r e s e n t i n s u c c e s s f u l c a s e s o f 
e x t e r n a l r e i n s e r t i o n o f d e v e l o p i n g c o u n t r i e s . The 
a r t i c u l a t i o n between e n t e r p r i s e s and thé S t a t e has b e en a 
key f a c t o r i n p r o p o s i t i o n s as d i v e r s e as the o p e n i n g up o f 
e x t e r n a l m a r k e t s , p u b l i c and p r i v a t e i n v e s t m e n t programmes, 
d e v e l o p m e n t o f I n f o r m a t i o n and a p p l i e d t e c h n o l o g y , b a s i c 
s u p p o r t i n f r a s t r u c t u r e ( t r a n s p o r t , p o r t s , c o m m u n i c a t i o n s and 
e x p o r t s e r v i c e s , e t c . ) and n e g o t i a t i o n and r e g u l a t i o n o f 
f o r e i g n i n v e s t m e n t . I n any c a s e , a l l t h e s e measures 
t o g e t h e r a r e e l u d e d i n a v i s i o n f o c u s e d on t h e s h o r t term. 
On t h e o t h e r hand, t h e r e i s a r o l e t o be p l a y e d by r e g i o n a l 
i n t e g r a t i o n i n t h e b o o s t i n g o f j o i n t and c o m p l e m e n t a r y 
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s p e c i a l i z a t i o n p r o j e c t s and p r o d u c t i v e m o d e r n i z a t i o n , w h i c h 
w i l l a l l o w f o r the c a p t u r e o f i n t e r n a t i o n a l m a r k e t s . 

42. W i t h i n t h e n u c l e u s o f g r e a t e r a u t h e n t i c c o m p e t i t i v e n e s s l i e s 
t h e i n c r e a s e o f r e a l p r o d u c t i v i t y . F o r t h e p e r i o d 1950-
1980, t h e y e a r l y a v e r a g e p r o d u c t i v i t y o f work i n t h e r e g i o n 
grew to more t h a n 4% o n l y i n one c o u n t r y ; i n OECD 
c o u n t r i e s , i t i s p o s s i b l e t o d e t e c t p e r i o d s o f o v e r a decade 
where a n n u a l p r o d u c t i v e growth i n m a n u f a c t u r i n g r e m a i n e d 
b e t w e e n 6% and 10%. I n t h e r e g i o n , t h e t r a d e b a l a n c e o f the 
b a l a n c e o f payments r e c o r d e d i n n e a r l y t h r e e d e c a d e s , 
i n d i c a t e s a m a n u f a c t u r i n g s e c t o r l a c k i n g i n f o r e i g n 
e x c h a n g e , f i n a n c e d by s u r p l u s g e n e r a t e d i n p r i m a r y e x p o r t s . 

43. I n v a r i o u s d i m e n s i o n s o f economic r e g i o n a l a c t i v i t y t h e r e 
has b e e n a d e e p e n i n g c o n c e n t r a t i o n by c o u n t r i e s o f g l o b a l 
o u t p u t , i n d u s t r i a l o u t p u t , g r o s s f o r m a t i o n o f f i x e d c a p i t a l 
and o f e x p o r t s . W i t h r e g a r d to t e c h n o l o g i c a l c o m p l e x i t y 
i n c o r p o r a t e d i n t o the e x p o r t o f m a n u f a c t u r e s , t h e c o n t r a s t 
i s e v e n more n o t a b l e . The r e g i o n a l l a g i s a l s o a p p a r e n t i n 
t e r m s o f i n c r e a s e s i n r e a l p r o d u c t i v i t y . I n e f f e c t , the 
g r o u p o f c o u n t r i e s w h i c h g e n e r a t e s o v e r 85% o f r e g i o n a l 
o u t p u t , shows a d e c l i n e i n work p r o d u c t i v i t y between 1980 
and 1987 w h i c h v a r i e s from 1% to 2%. I n sum, t h e e i g h t i e s 
i n c o r p o r a t e a d e c i s i v e component t o t h e r e g i o n ' s e x t e r n a l 
v u l n e r a b i l i t y : t h e d e t e r i o r a t i o n o f i n v e s t m e n t and 
p r o d u c t i v i t y , w h i c h r e d u c e s th e p o s s i b i l i t y o f a more s o l i d 
c o m m e r c i a l r e i n s e r t i o n i n f u t u r e d e c a d e s . 
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44. The e x p e r i e n c e o f the r e g i o n i n r e c e n t y e a r s has shown a 
r e d u c t i o n i n the d e g r e e o f g o v e r n m e n t s ' autonomy f o r d e s i g ­
n i n g and i m p l e m e n t i n g p u b l i c p o l i c y . I t i s u r g e n t t o r e g a i n 
p a s t l e v e l s o f i n v e s t m e n t , s o c i a l e x p e n d i t u r e and f o r m a t i o n 
o f new i n t e l l e c t u a l c a p i t a l . In t r u t h , t h e d e b t has s t o p p e d 
b e i n g o n l y a p r o b l e m o f f i n a n c i n g o f i n t e r n a t i o n a l payments; 
i t s s e r v i c i n g has become a dilemma i n the u t i l i z a t i o n o f own 
s a v i n g s between payment o f the d e b t and d o m e s t i c a l l o c a t i o n 
( c o n s u m p t i o n , i n v e s t m e n t and e x p e n d i t u r e i n Sc&T). 

E . l COMMUNICATING VESSELS OF TWO IMBALANCES 

45. I t i s known t h a t d o m e s t i c s a v i n g s r e m a i n e d a t t h e i r p r e ­
c r i s i s l e v e l s b u t t h a t i n v e s t m e n t d e c l i n e d , as a r e s u l t o f 
i n t e r e s t payments, the d e t e r i o r a t i o n i n terms o f t r a d e and 
f l i g h t o f c a p i t a l . I t i s a l s o w o r t h e x a m i n i n g the 
i n t e r a c t i o n between e x t e r n a l a d j u s t m e n t , f i s c a l c r i s i s and 
i n f l a t i o n l e v e l s . The main p o i n t i s t h a t t h e e x t e r n a l d e b t 
i n a l m o s t i t s e n t i r e t y was a b s o r b e d b y the S t a t e : to i t s 
own e n d e b t e d n e s s was added a h i g h p r o p o r t i o n o f p r i v a t e 
e n d e b t e d n e s s . Over 80% o f the t o t a l d e b t became p u b l i c or 
p u b l i c by g u a r a n t e e d . 

46. A l l known n o n - i n f l a t i o n a r y avenues f o r g o v e r n m e n t s t o 
m o b i l i z e n e e d e d r e s o u r c e s i n n a t i o n a l c u r r e n c y r e q u i r e d f o r 
n e t t r a n s f e r a b r o a d , have been c o v e r e d i n t h e r e c e n t p a s t 
w i t h i n the r e g i o n . E x t e r n a l e n d e b t e d n e s s was t r a n s m u t e d t o 
d o m e s t i c ; t h e r o l e o f p u b l i c a s s e t s , has b een u s e d more 
s l o w l y and c o n t r o v e r s i a l l y and a l s o governments have attem­
p t e d t o r e d u c e t h e i r n e t f i n a n c i n g n e e d s . T h i s has 
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f r e q u e n t l y been d i f f i c u l t . On the income s i d e major r e a l 
r e d u c t i o n s were c o n f i r m e d as was a c u t e n e s s i n the r e g r e s s i v e 
n a t u r e o f the t a x b u r d e n . L i k e w i s e , i n v a r i o u s c o u n t r i e s 
p r i c e s and p u b l i c r a t e s were u s e d as a means f o r c u r b i n g 
i n f l a t i o n or r e d u c i n g e x p o r t c o s t s , w i t h d e f i c i t s b e i n g 
g e n e r a t e d i n p u b l i c e n t e r p r i s e s and a drop i n r e i n v e s t m e n t 
c a p a c i t y . 

47. C u r r e n t e x p e n d i t u r e c o n t r a c t e d p r i m a r i l y a t the l e v e l o f 
r e m u n e r a t i o n s and l e a s t employment. N e v e r t h e l e s s , t h e 
g r e a t e r p o r t i o n o f e x p e n d i t u r e r e d u c t i o n was c o n c e n t r a t e d i n 
i n v e s t m e n t and e s p e c i a l l y i n m a i n t e n a n c e o f i n f r a s t r u c t u r e . 
I n f o r m a t i o n a v a i l a b l e to a group w h i c h i n c l u d e s t h e g r e a t e r 
c o u n t r i e s from the r e g i o n , i n d i c a t e s t h a t d u r i n g the f i r s t 
y e a r s o f the decade, p u b l i c e x p e n d i t u r e d e c l i n e d by 18.3% i n 
r e a l t e r m s . Once non - i n f l a t i o n a r y avenues were e x h a u s t e d 
v a r i o u s governments r e s o r t e d to i s s u e money as a l a s t 
a l t e r n a t i v e to c l o s i n g t h e i r b u d g e t gap. I n f l a t i o n d y namics 
a c c e n t u a t e d a t u n p r e c e d e n t e d l e v e l s i n t h e r e g i o n ; 
s p e c u l a t i v e movement o f p r i v a t e m onetary b a l a n c e s was 
i n d u c e d t o w a r d s f i n a n c i a l a s s e t s ; and the room f o r 
c o n t r o l l i n g m o netary mass and m a i n t a i n i n g o v e r a l l f i n a n c i n g 
o f t h e economy was r e d u c e d . 

E . 2 T H E E I G H T I E S : L E S S A T T E N T I O N P A I D TO T H E F U T U R E 

48. W i t h o u t a d o u b t , the r e g i o n made b o l d e f f o r t s to c o n t a i n 
b u d g e t a r y i m b a l a n c e ; v a r i o u s o f i t s t r o u b l e s came a b o u t as 
a r e s u l t o f the p e r v e r s e r e l a t i o n between p u b l i c a c c o u n t s 
and the e x t e r n a l s e c t o r ; among t h e s e , the v o l a t i l i t y o f 
e x p e c t a t i o n s due to e x t e r n a l and d o m e s t i c u n c e r t a i n t y ; the 
i n t e r t w i n i n g o f d i f f e r e n t s p h e r e s o f f i n a n c i n g ; and the 
i n c o n g r u e n c i e s i n t e m p o r a l h o r i z o n s f o r h a n d l i n g p u b l i c 
i m b a l a n c e . The l a t t e r r e f e r s e s p e c i a l l y to the d i f f e r e n c e 
i n rhythm between e x t e r n a l n e g o t i a t i o n - w h i c h d e t e r m i n e s 
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the amount o f r e s o u r c e s t o be t r a n s f e r r e d a b r o a d - and t h e 
measures f o r c o n t r o l l i n g the p u b l i c d e f i c i t . The t h r e e 
g r o u p s o f f a c t o r s i n d i c a t e d ended up p r o d u c i n g i n some 
c a s e s , a c o n t r a d i c t i o n i n t h e h i s t o r y o f b u d g e t s : t h i s 
i n s t r u m e n t w h i c h was d e s i g n e d t o be p r o d u c e d "ex a n t e " t h e 
f a c t , sometimes ended up b e i n g d e t e r m i n e d " e x - p o s t " . 

49. D u r i n g t h e e i g h t i e s , h a n d l i n g the l i n k b e t w e e n e x t e r n a l 
r e s t r i c t i o n and t h e f i s c a l s i t u a t i o n d e p l e t e d t h e b e t t e r 
p a r t o f p u b l i c e n e r g y r e g i o n a l r e s e r v e s . The S t a t e was 
weakened i n i t s two r o l e s : as an a d m i n i s t r a t i v e a p p a r a t u s 
and as p o l i t i c a l r e p r e s e n t a t i v e o f the n a t i o n . A g g r e g a t e 
i n v e s t m e n t ( p u b l i c and p r i v a t e ) as a p e r c e n t a g e o f g r o s s 
d o m e s t i c p r o d u c t was r e d u c e d from a y e a r l y a v e r a g e o f 24.3% 
d u r i n g the p e r i o d 1973-1980 to l e s s t h a n 17% i n 1985. To 
t h i s c o n t r i b u t e d t h e d e c l i n e i n p u b l i c i n v e s t m e n t , t h e 
permanent v a r i a b l e o f a d j u s t m e n t t o r e d u c e programmable 
government s p e n d i n g and t o draw i t c l o s e r t o a v a i l a b i l i t y o f 
d o m e s t i c f i n a n c i n g . P r i v a t e i n v e s t m e n t , f o r i t s p a r t , a l s o 
d e c l i n e d . D o m e s t i c f i n a n c i a l m a r k e t s were d o m i n a t e d by a 
s h o r t term r a t i o n a l i t y , w i t h s c a r c e a v a i l a b i l i t y o f medium 
and l o n g term f i n a n c i n g . The drop i n i n v e s t m e n t was a l s o 
a c c o m p a n i e d by d e t e r i o r a t i o n i n i t s q u a l i t y . 

50. G r o s s d o m e s t i c I n v e s t m e n t e x p e r i e n c e d s u s t a i n e d d e c l i n e 
between 1980 and 1985 a t an a v e r a g e y e a r l y r a t e o f 8.5%. 
I t s v a r i a t i o n by c o u n t r y a l l o w s one t o a r r i v e a t t h e 
f o l l o w i n g c o n c l u s i o n s : o u t o f twenty c o u n t r i e s c o n s i d e r e d , 
i n o n l y f o u r was t h e v a r i a t i o n p o s i t i v e ; i n t h e s e c a s e s , 
the i n c r e a s e was between 0.1% and 0.8%, w h i l e t h e n e g a t i v e 
r a t e s were between minus 0.7% and minus 16.3%. As a r e s u l t , 
p e r c a p i t a g r o s s d o m e s t i c p r o d u c t i n the r e g i o n d r o p p e d by 
minus 6.6% between 1981 and 1988. Once a g a i n t h e a v e r a g e 
h i d e s a v e r y b r o a d s p e c t r u m o f v a r i a t i o n . I n o n l y one 
i n s t a n c e d i d p e r c a p i t a p r o d u c t grow by o v e r 10% and i n f o u r 
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o t h e r c a s e s between 1% and 4.3%. I n a l l the r e s t t h e 
r e d u c t i o n v a r i e d from minus 2.8% t o minus 38.6%. 

A d e t a i l e d a n a l y s i s o f the p r o b l e m s o f p u b l i c management o f 
the r e g i o n i s b eyond the s c o p e o f t h i s document. In any 
c a s e , a d m i n i s t r a t i v e i n e f f i c i e n c y has d i m e n s i o n s o f " s t o c k " 
as w e l l as f l o w . To c o r r e c t i t i n one or o t h e r s e n s e i s one 
o f t h e most d e l i c a t e t a s k s f o r r e d u c i n g c o s t s and 
c o n t r o l l i n g i m b a l a n c e s i n main p u b l i c a c c o u n t s . A l t h o u g h 
t h e r e a r e major e x c e p t i o n s , the p u b l i c a d m i n i s t r a t i v e 
a p p a r a t u s t o d a y l a c k s the t r a i n i n g n e c e s s a r y f o r s u p p o r t i n g 
d e v e l o p m e n t p o l i c i e s b a s e d on new s t r a t e g i e s f o r e x t e r n a l 
r e i n s e r t i o n . The e i g h t i e s w o u l d o n l y be a " l o s t d e c a d e " i f 
t h i s e x p r e s s i o n were t o r e f e r to the c o m p a r i s o n o f c u r r e n t 
e c onomic i n d i c a t o r s i n t h e r e g i o n w i t h t h o s e o f t h e l a t t e r 
p a r t o f t h e s e v e n t i e s . The l o s s i s g r e a t e r f r o m two o t h e r 
p o i n t s o f v i e w : the g r o w i n g r e l a t i v e l a g w i t h r e s p e c t t o 
the i n d u s t r i a l i z e d w o r l d and, on the o t h e r hand, the 
d e t e r i o r a t i o n o f human r e s o u r c e s ( n u t r i t i o n , h e a l t h , 
e d u c a t i o n ) , whose n e g a t i v e e f f e c t s w i l l a f f e c t t h e r e g i o n ' s 
d e v e l o p m e n t o p p o r t u n i t i e s b e y o n d the n e x t d e c a d e . 
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52. D u r i n g th e n i n e t i e s , two t o p i c s w i l l g a i n i n p o r t a n c e i n t h e 
t h e o r e t i c a l and t e c h n i c a l agenda o f t h o s e r e s p o n s i b l e f o r 
p l a n n i n g , be t h e y i n o r o u t s i d e t h e S t a t e : t h e c o n t r o l o f 
h i g h l y dynamic and l i t t l e d e t e r m i n e d p r o c e s s e s and, i n 
c o n n e c t i o n w i t h t h i s , t h e p l u r i a n n u a l management o f complex 
o r g a n i z a t i o n s . I n f o r m a t i o n g a t h e r e d on N a t i o n a l P l a n n i n g 
A g e n c i e s f o r L a t i n A m e r i c a and t h e C a r i b b e a n , shows t h a t a 
number o f them have o n l y p r e p a r e d t h e m s e l v e s i n a l i m i t e d 
way d u r i n g the s e v e n t i e s f o r e x e r c i s i n g an a c t i v e r o l e i n 
c o n c e i v i n g , i m p l e m e n t i n g and f o l l o w i n g - u p t h e s h o r t term 
p o l i c i e s w h i c h d o m i n a t e d p u b l i c d e c i s i o n - m a k i n g d u r i n g the 
e i g h t i e s . I t i s p r o b a b l e t h a t t h o s e w h i c h do n o t r e t h i n k 
t h e i r o b j e c t i v e s , i n t e r n a l d o c t r i n e s , methods and work 
p r o c e d u r e s , w i l l n o t be p r e p a r e d e i t h e r to c a r r y o u t t h e new 
f u n c t i o n s i n t h e coming decade w h i c h the s t a t e s o f t h i s 
r e g i o n w i l l demand. 

53. N e c e s s a r y changes do n o t i m p l y a b a n d o n i n g the t r a d i t i o n a l 
f u n c t i o n s w h i c h - to a g r e a t e r o r l e s s e r e x t e n t NPA's 
c u r r e n t l y p e r f o r m . Budget and i n v e s t m e n t programming, 
p u b l i c p r o j e c t b a n k s and p h y s l e a l - f i n a n e i a l f o l l o w - u p 
m e t h o d o l o g i e s , r e g i o n a l and l o c a l p l a n n i n g and c o o r d i n a t i o n 
o f s o c i a l p o l i c i e s , a r e some o f t h e f u n c t i o n s whose 
c o n t i n u i t y w i l l a l s o r e q u i r e h i g h l y e f f i c i e n t p e r f o r m a n c e . 
Use o f a n a l o g y i s v a l i d f o r f u n c t i o n s o f c o n j u n c t u r a l 
a n a l y s i s and p r e p a r a t i o n o f f o r e c a s t i n g models w h i c h v a r i o u s 
NPA's c a r r y o u t , sometimes a l m o s t e x c l u s i v e l y , w i t h i n e a c h 
government. ILPES has a l r e a d y f o c u s e d on t h e s e f u n c t i o n s i n 
numerous r e p o r t s , f o r w h i c h r e a s o n t h e y w i l l n o t be d e a l t 
w i t h h e r e . F o r the p u r p o s e s o f t h i s document, i t i s u s e f u l 
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to i d e n t i f y two a r e a s o f new a c t i v i t y r e l a t e d t o e x t e r n a l 
r e i n s e r t i o n p o l i c i e s : one, more o r l e s s d i r e c t l y s u p p o r t i v e 
o f them; t h e o t h e r , o f d e v e l o p m e n t o f c e r t a i n t a s k s w h i c h 
a r e p a r a l l e l and c omplementary, f o r s u p p o r t i n g government i n 
t h o s e a r e a s o f e conomic and s o c i a l d e v e l o p m e n t w h i c h do n o t 
b e n e f i t d i r e c t l y from the e f f o r t o f dynamic e x t e r n a l 
r e i n s e r t i o n . 

Of c o u r s e i t i s f i t t i n g t o b e a r i n m i n d c e r t a i n 
p e c u l i a r i t i e s o f t h e r e g i o n m e n t i o n e d b e f o r e . Here 
r e f e r e n c e i s made t o the r e g i o n i n t h e s i n g u l a r , b u t w i t h a 
w a r n i n g as to i t s h e t e r o g e n e i t y , b o t h among c o u n t r i e s as 
w i t h i n them. L i k e w i s e , one t a l k s a b o u t NPA's, b u t i t i s 
a l s o r e c o g n i z e d t h a t as a whole t h e y a r e n o t homogenous; as 
a r e s u l t , s u g g e s t i o n s s h o u l d be v i e w e d i n a r e l a t i v e l i g h t , 
from c o u n t r y t o c o u n t r y . F i n a l l y , m e n t i o n i s made o f NPA 
s u p p o r t f o r "dynamic r e i n s e r t i o n p o l i c i e s " ; however, i t i s 
c l e a r t h a t the r a n g e o f p o s s i b i l i t i e s - a l s o i n t h i s a r e a -
v a r i e s t h r o u g h o u t the r e g i o n . To m e n t i o n s a i d p o l i c i e s as a 
c e n t r a l theme does n o t mean an a u t o m a t i c a l i g n m e n t w i t h the 
t h e s i s o f m o d e r n i z a t i o n " a t a l l c o s t s " . One t h i n g i s 
c e r t a i n : p r o d u c t i v e segments w h i c h d e s i r e t o c o n q u e r and 
m a i n t a i n dynamic g r o u n d i n f u t u r e w o r l d economy w i l l have to 
s e l e c t i v e l y i n c o r p o r a t e the new t e c h n o l o g i c a l s t a n d a r d , 
w h e t h e r a t t h e p r o d u c t i o n s t a g e i t s e l f , o r t h a t o f 
o r g a n i z a t i o n o r t r a d e . On the o t h e r hand, m o d e r n i z a t i o n o f 
one o r o t h e r p r o d u c t i v e b r a n c h aimed a t t h e d o m e s t i c m arket, 
w i l l i m p l y i n c o r p o r a t i o n o f t e c h n o l o g i c a l i n n o v a t i o n w h i c h 
w i l l c e r t a i n l y be a f f e c t e d by the mode o f e x t e r n a l i n s e r t i o n 
o f e a c h c o u n t r y . L i k e w i s e , t h e r e w i l l be m o d e r n i z a t i o n 
i m p u l s e s - more c u l t u r a l i n n a t u r e , b u t w h i c h a f f e c t the 
f o r m a t i o n o f e x p e c t a t i o n s and s o c i a l needs o r t h e p r o f i l e o f 
a g g r e g a t e demand - w h i c h do n o t depend on how t h e n a t i o n a l 
w i l l o f i n s e r t i o n i s p o s e d ; i n t e r n a t i o n a l i z e d 
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C o m m u n i c a t i o n s d i f f u s e them o v e r and b e y o n d economic o r 
p o l i t i c a l map b o u n d a r i e s . 

F . l NPA SUPPORT FOR EXTERNAL REINSERTION POLICIES 

Once the r i s k s o f o v e r - g e n e r a l i z a t i o n have b e e n p e r c e i v e d , 
t h e t a s k s w h i c h NPA's may assume w i t h r e g a r d t o d e l i b e r a t e 
e x t e r n a l r e i n s e r t i o n p o l i c i e s a r e o r i e n t e d i n a t l e a s t f i v e 
d i r e c t i o n s . 

a) S u p p o r t f o r t h e f o r m a t i o n o f i n t e l l e c t u a l c a p i t a l . The 
f i e l d h e r e i s b r o a d and open. I t n e c e s s a r i l y i n c l u d e s 
s u p p o r t f o r t h e p r e p a r a t i o n o f s c i e n t i s t s and r e s e a r c h e r s i n 
c o n n e c t i o n w i t h M i n i s t r i e s o r S e c r e t a r i e s o f E d u c a t i o n and 
o t h e r e n t i t i e s d e d i c a t e d t o Sc&T. I t may a l s o r e q u i r e 
programmes f o r r e t r a i n i n g the i n d u s t r i a l l a b o u r f o r c e i n 
c o n n e c t i o n , i n t h i s c a s e , w i t h M i n i s t r i e s o r S e c r e t a r i e s o f 
L a b o u r and c o r p o r a t i v e and l a b o u r o r g a n i z a t i o n s . I t 
i m p l i e s a l w a y s p r o t e c t i n g Sc&T and R&D e x p e n d i t u r e - i n t h e 
a l l o c a t i o n o f p u b l i c r e s o u r c e s - as " s t r a t e g i c 
p r e i n v e s t m e n t " a n d n o t as an " e a s i l y c u t c u r r e n t 
e x p e n d i t u r e " . 

b) I p g j i s t g q c e on J^Qug tern> s%T^pBgXc s c e n a r i o s . T h e 
r e c o v e r y o f p r i v a t e i n v e s t m e n t w i l l be h i n d e r e d i f , a t t h e 
l e v e l o f e a c h n a t i o n a l s o c i e t y t h e r e i s a l a c k o f p r o j e c t s 
w i t h t h e c a p a c i t y t o o r i e n t medium a n d l o n g term 
d e v e l o p m e n t . The d e s i g n o f a l t e r n a t i v e s c e n a r i o s c a n n o t be 
r e d u c e d - as i n the p a s t - to t h e f u n c t i o n a l framework o f 
t h e NPA; n e v e r t h e l e s s , due t o i t s m u l t i d i s c i p l i n a r y 
t r a d i t i o n a n d i t s p r o x i m i t y t o r e a l p h e n o m e n a o f 
d e v e l o p m e n t , t h e i r i n t e r v e n t i o n w i l l be f u n d a m e n t a l i n the 
teams w h i c h w i l l be e x p l o r i n g f u t u r e s c e n a r i o s . Even i f 
r e a l i n t e r e s t r a t e s were t o be r e d u c e d i n t h e n e a r f u t u r e , 
m o n e t a r y b a l a n c e s a v a i l a b l e i n the r e g i o n w o u l d u n l i k e l y be 
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o r i e n t e d t o s t r a t e g i c i n v e s t m e n t u n l e s s e a c h c o u n t r y had 
p r e v i o u s l y l a i d o u t i t s own gamut o f p o s s i b l e d e v e l o p m e n t . 

c) S t a b i l i z a t i o n o f e conomic p o l i c y and c o n t r o l o f b a s i c 
b a l a n c e s . I n d e f i n i t i o n i n i n v e s t m e n t d e c i s i o n s -
p a r t i c u l a r l y t h o s e w h i c h p o i n t to the e x t e r n a l w o r l d - w i l l 
u n d e r l i e e v e r y s i t u a t i o n i n w h i c h major d o m e s t i c i m b a l a n c e s 
i n c r e a s e ( i n f l a t i o n , a c u t e d e t e r i o r a t i o n o f r e a l wages, 
f i s c a l i m b a l a n c e , d e p l e t i o n o f r e s e r v e s , open unemployment, 
among o t h e r s ) . V a r i o u s NPAs o f the r e g i o n may p l a y a 
l e a d i n g r o l e , e s p e c i a l l y i n t h o s e i m b a l a n c e s i n w h i c h 
m o n e t a r y a n d p r i c e e l e m e n t s a r e c ombined w i t h r e a l 
v a r i a b l e s . 

d) F o l l o y - u p o f t e c h n o l o g i c a l t r e n d s . N P A s c a n a ssume 
some r e s p o n s i b i l i t y i n i n t e r p r e t i n g t e c h n o l o g i c a l 
d e v e l o p m e n t t r e n d s a t the i n t e r n a t i o n a l s c a l e , i n a 
m u l t i d i s c i p l i n a r y e x e r c i s e w h i c h would a r t i c u l a t e government 
s e c t o r s d e d i c a t e d s p e c i f i c a l l y to the t o p i c w i t h o t h e r 
g o v e r n m e n t a l and n o n - g o v e r n m e n t a l ones. T h e i r t a s k , i n t h i s 
c a s e , s h o u l d have an impact on a l l o c a t i o n d e c i s i o n s o f l o n g 
t erm f i n a n c i n g (be i t w i t h d o m e s t i c r e s o u r c e s o r n o t ) , i n 
o r d e r t o m i n i m i z e t h e r i s k o f s u p p o r t i n g - w i t h 
c o n c e s s i o n a r y c r e d i t s - p r o j e c t s w h i c h a r e d e s t i n e d to 
u n d e rgo r a p i d t e c h n o l o g i c a l or market improvement. 

e) D i r e c t d i p l o m a c y . G r e a t e r d e v e l o p m e n t o f d i r e c t 
d i p l o m a c y i s o b s e r v e d i n the r e g i o n , f r e q u e n t l y a t the 
p r e s i d e n t i a l l e v e l - a t a p a r w i t h d i a l o g u e i n s p e c i f i c 
f o r u m s . T h i s new t r e n d - w h i c h deepened d u r i n g t h e e i g h t i e s 
- demands a d v i s o r y s e r v i c e s a t a more a g i l e , more o b j e c t i v e 
and as f a r as p o s s i b l e , more i n t e g r a t e d l e v e l o f government; 
i . e . , w h i c h w o u l d n o t be l i m i t e d t o m o n e t a r y a s p e c t s o r t o 
s h o r t term v a r i a b l e s . A l s o i n t h i s s e n s e t h e r e e x i s t s a 
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v o i d w h i c h the NPAs a r e i n a p o s i t i o n t o f i l l , i n c l o s e 
c o l l a b o r a t i o n w i t h M i n i s t r i e s o f E x t e r n a l A f f a i r s . 

F.2 OTHER FUNCTIONS RELATED TO EXTERNAL REINSERTION 

POLICIES 

One o f t h e few c e r t a i n t i e s w h i c h t h i s document has 
e m p h a s i z e d i s t h a t e x t e r n a l r e i n s e r t i o n p o l i c i e s w i l l n o t be 
s u f f i c i e n t t o r e s o l v e t h e main e c o n o m i c , s o c i a l , p o l i t i c a l 
and c u l t u r a l p r o b l e m s a c c u m u l a t e d i n p r e v i o u s s t a g e s o f t h e 
r e g i o n ' s d e v e l o p m e n t . G l o b a l i z e d w o r l d economy makes a l l 
p r o p o s a l s f o r n a t i o n a l s e l f - s u f f i c i e n c y u n f e a s i b l e ; 
n e v e r t h e l e s s , i n e x t r e m e l y r a r e c a s e s th e dynamic a c h i e v e d 
t h r o u g h s u s t a i n e d e x t e r n a l r e i n s e r t i o n w i l l be enough t o 
c o r r e c t a c c u m u l a t e d d e f i c i t s o f e m p l o y m e n t , e q u i t y , 
o r g a n i z a t i o n and s o c i a l p a r t i c i p a t i o n and o f s a f e g u a r d i n g 
t h e r e g i o n ' s c u l t u r a l h e r i t a g e . I n t h i s o r d e r o f i d e a s , 
c e r t a i n c omplementary f u n c t i o n s c o u l d be assumed by t h e NPAs 
to h e l p governments o f f s e t the u n f a v o u r a b l e e f f e c t s o f 
i n s e r t i o n modes c h o s e n o r t o e f f e c t a c t i v i t i e s o r i e n t e d t o 
t h e s o c i o - e c o n o m i c i n t e g r a t i o n o f e a c h c o u n t r y . 

a) Search t9X p y o ^ V C t l v e a r t i c u l a t i o n and c o mplementarj.ty, 
NPAs a r e an a d e q u a t e l o c u s f o r a r t i c u l a t i n g p r o d u c t i v e 
p r o j e c t s o r t h o s e o f p h y s i c a l and s o c i a l i n f r a s t r u c t u r e - be 
t h e y p u b l i c or p r i v a t e - b o t h t o e x p e d i t e a c t i v i t é s g e a r e d 
t o t h e e x t e r n a l m a r k e t as w e l l as t o i n t e g r a t e them 
d o m e s t i c a l l y . An even more f a r - r e a c h i n g e f f e c t o f t h i s t a s k 
w ould be the i d e n t i f i c a t i o n o f c o n c r e t e c o m p l e m e n t a r y 
o p p o r t u n i t i e s t o a r r i v e a t s u i t a b l e a g r e e m e n t s f o r 
i n t r a r e g i o n a l i n t e g r a t i o n , b o t h i n p r o d u c t i v e a n d 
i n f r a s t r u c t u r a l p r o j e c t s as w e l l as i n t h e e n e r g y f i e l d and 
i n s c i e n t i f i c and t e c h n o l o g i c a l exchange. 
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b) F o l l o w - u p of t h e i a p a c t s of e x t e r n a l r e i n s e r t i o n . On 
the o t h e r hand, i t i s known t h a t i n s i t u a t i o n s c h a r a c t e r i z e d 
by c o n c e n t r a t e d income d i s t r i b u t i o n , by h i g h w e i g h t i n g o f 
t h e i n f o r m a l s e c t o r and by s c a n t m o b i l i t y o f p r o d u c t i o n 
f a c t o r s - a l l t y p i c a l o f t h i s r e g i o n - t h e s i g n a l s a r i s i n g 
o u t o f t h e market may i n d i c a t e " c o m p a r a t i v e a d v a n t a g e s " 
w h i c h - a l t h o u g h o f f e r i n g dynamic t i e s w i t h w o r l d economy-
may i m p l y u n d e s i r a b l e s o c i a l c o s t s o r b e n e f i t s . O t h e r 
government b o d i e s t e n d t o be p r e p a r e d t o v e r i f y t h e i r 
e f f e c t s on m a c r o f i n a n c i a l a g g r e g a t e s o r i n t h e d o m e s t i c 
a m b i t o f t h e i r own a r e a o f a c t i o n ; u n d e r t h e s e 
c i r c u m s t a n c e s , NPAs may p e r f o r m a more g l o b a l f u n c t i o n , 
w h i c h , a t t h e same t i m e , may be c o m p l e m e n t a r y and t i m e l y . 

c ) D e c e n t r a l i z a t i o n of g o v e r n m e n t a l a c t i v i t y . T h i s t o p i c 
i s o b v i o u s l y b r o a d , and ILPES has p r o d u c e d numerous 
s p e c i f i c works on i t . The p u r p o s e h e r e i s t o remember t h a t 
t h e i n f o r m a l s e c t o r - a l r e a d y a m a j o r i t y i n c e r t a i n u r b a n 
a g g l o m e r a t i o n s o f the r e g i o n - w i l l r e c e i v e o n l y p a r t i a l and 
i n d i r e c t t r e a t m e n t by a c t i v e e x t e r n a l r e i n s e r t i o n p o l i c i e s . 
F o r t h i s r e a s o n , "complementary a c t i o n " become e s s e n t i a l : 
t o d e s i g n a n d p r o m o t e e c o n o m i c and s o c i a l p o l i c i e s 
s p e c i f i c a l l y o r i e n t e d t o t h i s s e c t o r . B e c a u s e o f t h e 
t r a d i t i o n o f the m a j o r i t y o f NPAs i n p o l i c y c o o r d i n a t i o n and 
b e c a u s e o f t h e i r r e l a t i o n s h i p w i t h l o c a l a d m i n i s t r a t i o n s -
t h e c l o s e s t ones to t h e p r o b l e m and t o i t s p o s s i b l e 
s o l u t i o n s - t h e i r t a s k may be v i t a l i n t h i s r e s p e c t . 

d) O p t i m i z a t i o n of i n s t a l l e d t e c h n o l o g i c a l c a p a c i t y . I t 
has b e e n s t a t e d - h o p e f u l l y i n a c o n v i n c i n g manner - t h a t 
t h e w o r l d i s t e n d i n g towards g r e a t e r d i v e r s i f i c a t i o n ; w h i c h 
f a c t i s a l s o m a n i f e s t e d i n the r e g i o n , b o t h among c o u n t r i e s 
and w i t h i n them. The l a c k o f i n t e r n a l u n i f o r m i t y weakens 
e v e n t h e c o n v e n t i o n a l c l a s s i f i c a t i o n o f " d e v e l o p i n g 
c o u n t r i e s " : t h e r e c o e x i s t i n t h e i r i n t e r i o r r e l a t i v e l y 
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a d v a n c e d a r e a s , some i n open e x p a n s i o n o r emergence, s e v e r a l 
d e c l i n i n g and o t h e r s more or l e s s s t a g n a n t . The p e n e t r a t i o n 
o f new t e c h n o l o g i c a l and p r o d u c t i v e s t a n d a r d s w i l l n o t be 
m a s s i v e l y w i d e s p r e a d i n the v a r i o u s c o u n t r i e s n o r w i t h i n 
them i n t h e i r v a r i o u s r e g i o n s . The s p e c t r u m o f 
t e c h n o l o g i c a l h e t e r o g e n e i t y i s b r o a d e n e d , b u t c o e x i s t e n c e o f 
a most d i v e r s e t e c h n o l o g i c a l m i x t u r e i s m a i n t a i n e d . Some o f 
t h e t e c h n o l o g y which i s a l r e a d y m a s t e r e d by t h e r e g i o n 
becomes o p e n l y o b s o l e t e t o t h e e f f e c t s o f dynamic e x t e r n a l 
r e i n s e r t i o n ; n e v e r t h e l e s s , t h i s does n o t mean t h a t i t 
d e p r e c i a t e s c o m p l e t e l y as a p r o d u c t i v e r e s o u r c e . T h e r e i s 
room f o r f u l l a d v a n t a g e to be t a k e n o f i n s t a l l e d c a p a c i t y i n 
t h e r e g i o n , a l t h o u g h the m a j o r i t y o f i t i s removed f r o m t h e 
s p e a r h e a d o f t e c h n o l o g y . I t would be d u b i o u s to use them as 
a dynamic f o c u s f o r more a m b i t i o u s d e v e l o p m e n t p r o j e c t s ; 
n e v e r t h e l e s s , t h e y may p l a y an i m p o r t a n t r o l e i n g e n e r a t i n g 
employment and i n p r o d u c i n g goods and s e r v i c e s . T hese w o u l d 
n o t o n l y be d e s t i n e d f o r the d o m e s t i c market; i n t h e r e s t 
o f t h e w o r l d t h e r e w i l l a l s o be o t h e r c o u n t r i e s whose 
p a t t e r n s o f c o n s u m p t i o n , p r e f e r e n c e s t a n d a r d s and income 
l e v e l s do n o t a l l o w them to a c c e d e to "new" goods and 
s e r v i c e s ; f o r t h i s r e a s o n , t h e y a r e p o t e n t i a l m a r k e t s f o r 
p r o d u c t i o n t h r o u g h l e s s a d v a n c e d t e c h n o l o g y . D e v e l o p m e n t 
p o l i c i e s g e a r e d to t h e s e p r o d u c t i v e s e c t o r s may combine 
e c o n o m i c and s o c i a l e f f e c t s w h i c h a r e o p e n l y p o s i t i v e ; 
t h e r e f o r e , t h e y s h o u l d s i m u l t a n e o u s l y accompany d e l i b e r a t e 
e f f o r t s a t dynamic e x t e r n a l r e i n s e r t i o n . I n t h i s r e s p e c t 
NPAs can p e r f o r m a n o t h e r r o l e w h i c h i s d o u b l y s i g n i f i c a n t 
f r o m the economic and s o c i a l v i e w p o i n t . 

e) F o l l o w - u p and o r i e n t a t i o n o f a n t i - c y c l i c a l a c t i o n s . On 
t h e o t h e r hand i t i s known t h a t b o t h e x t e r n a l f i n a n c i n g and 
i n t e r n a l movement o f c a p i t a l e x h i b i t i n g e n e r a l p r o - c y c l i c a l 
b e h a v i o u r : t h e y c u t down on i n v e s t m e n t s i n t h e p e r i o d s o f 
low economic a c t i v i t y and, a t t i m e s , t h e y a r e r e a c t i v a t e d i n 
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t i m e s o f p r o s p e r i t y . An i d e a l v i g i l a n c e w i t h a n t i c i p a t o r y 
power o f the more s e r i o u s c y c l e s o f the c o n j u n c t u r e , may 
c o n t r i b u t e to d e t e r m i n e p u b l i c p o l i c y d e s i g n . Much o f the 
t r i a l and e r r o r o b s e r v e d i n the s u c c e s s i v e p r o d u c t i o n o f 
p o l i t i c a l and economic p a c k a g e s was due to i n s u f f i c i e n t 
p r i o r knowledge o f t h e i r p o s s i b l e i m p a c t s . NPAs have 
a m a s s e d some e x p e r i e n c e i n the o b s e r v a t i o n o f r e a l 
phenomena, i n the f o l l o w - u p o f c o n c r e t e p r o j e c t s and i n 
c o n j u n c t u r a l a n a l y s i s . Thus, t h e y c a n i n t e r a c t w i t h o t h e r 
government s e c t o r s ( b a s i c a l l y F i n a n c e and t h e C e n t r a l Bank) 
to h e l p i n a d e q u a t e l y g a u g i n g the a r r a y o f i n s t r u m e n t s 
w h i c h , a t each i n s t a n c e , a r e d e c i d e d on f o r a p p l i c a t i o n i n 
an a t t e m p t t o r e g a i n macroeconomic and m a c r o f i n a n c i a l 
b a l a n c e . An a d e q u a t e programming o f p a c k a g e s w o u l d a l l o w 
f o r s t a b i l i z i n g o b j e c t i v e s to be more e f f e c t i v e and w o u l d 
h e l p t o r e s t o r e c r e d i b i l i t y t o g o v e r n m e n t a c t i o n s , 
d e f i n i t e l y one o f the f r e q u e n t v i c t i m s o f t h e c r i s i s o f the 
e i g h t i e s . 

F.3 PLANNING AND THE CAPACITY TO GOVERN 

I t i s w o r t h i n s i s t i n g t h a t p l a n n i n g i n the n e a r f u t u r e w i l l 
h a v e l i t t l e t o do w i t h p l a n n i n g c o n c e p t s , methods, 
t e c h n i q u e s and p r o c e d u r e s p r a c t i c e d i n the p a s t . The 
c o m p l e x i t y o f c u r r e n t s o c i e t y weakens r i g i d p l a n s r i g h t from 
t h e s t a r t ; t h e a c c e l e r a t i o n o f d e v e l o p m e n t i n v a l i d a t e s them 
a few months p r i o r t o t h e i r e v e n t u a l i m p l e m e n t a t i o n , and 
g r o w i n g u n c e r t a i n t y p u l v e r i z e s good i n t e n t i o n s as to 
r e g u l a t i o n o f t h e f u t u r e . A l l t h i s i s e s p e c i a l l y 
s i g n i f i c a n t f o r the p u r p o s e s o f g e n e r a t i n g d e l i b e r a t e 
e x t e r n a l r e i n s e r t i o n p o l i c i e s . I t has a l r e a d y b een 
m e n t i o n e d t h a t t h e s e may o n l y be c o n c e n t r a t e d o v e r the 
medium and l o n g terms, o v e r and above e p i s o d i c s u c c e s s e s , 
s u b j e c t to h i g h v u l n e r a b i l i t y s i t u a t i o n s . C o o r d i n a t e d l o n g 
t e r m p o l i c i e s i m p l y a t e c h n i c a l e f f o r t whose i m p r o v e d 
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d e s i g n a t i o n c o n t i n u e s to be p l a n n i n g ; b u t i n t h i s c a s e t h e 
p l a n n i n g o f p o l i c i e s d e s t i n e d t o p r o d u c e e f f e c t s i n an 
e x t e r n a l w o r l d c h a r a c t e r i z e d by a p o l a r i z e d power s t r u c t u r e 
and by t h e e x i s t e n c e o f m u l t i p l e a p p l i c a t i o n s o f 
r e g u l a t i o n s . The i n t e r n a t i o n a l m a r k e t i s no l o n g e r 
r e g u l a t e d m u l t i l a t e r a l l y b u t n e i t h e r i s i t n o r w i l l i t be an 
u n r e g u l a t e d economic domain. The b l o c s o f c o u n t r i e s and 
b i l a t e r a l a g r e e m e n t s b e t w e e n the most i n d u s t r i a l i z e d 
c o u n t r i e s s i g n i f y i n p r a c t i c e , the p r o d u c t i o n o f " p a r t i a l 
r e g u l a t i o n " a g r e e m e n t s . 

58. I n t e r n a t i o n a l r e g u l a t i o n s w i t h g r e a t e r m u l t i l a t e r a l c o n t e n t 
o n l y r e f l e c t i n a l i m i t e d way the power o f t h e r e g i o n ' s 
d e c i s i o n making; the o t h e r s , o f b i l a t e r a l o r i g i n , a r e 
p r a c t i c a l l y exogenous i n r e g i o n a l p r o d u c t i o n o f p u b l i c 
p o l i c i e s . New p l a n n i n g o f e x t e r n a l r e i n s e r t i o n p o l i c i e s 
s h o u l d r e l y on s i m i l a r a t t r i b u t e s t o t h o s e o f a g r e a t modern 
e n t e r p r i s e : f l e x i b l i l i t y , e f f i c i e n c y , p r o d u c t i o n on a s m a l l 
s c a l e , u s e r - o r i e n t e d , c o n t r o l o f q u a l i t y and r e s u l t s and 
above a l l s t r a t e g i c i n a p p r o a c h . 

59. G i v e n the a c c e l e r a t i o n o f change and t h e g r o w i n g c o m p l e x i t y 
o f s o c i e t i e s o f the r e g i o n , t h e c a p a c i t y t o g o v e r n , 
c o n s i d e r e d o v e r t h e medium and l o n g term, has two 
f u n d a m e n t a l a s p e c t s , one s t r u c t u r a l and t h e o t h e r d y n a m i c . 
The s t r u c t u r a l a s p e c t r e s i d e s i n the c o n s o l i d a t i o n o f 
i n s t i t u t i o n a l i z e d n e g o t i a t i o n mechanisms and i n n o r m a t i v e 
s t r e n g t h among the main a c t o r s w hich have t o i n c i d e i n key 
a s p e c t s o f d e v e l o p m e n t : S t a t e , p u b l i c e n t e r p r i s e s , p r i v a t e 
e n t r e p r e n e u r s , s c i e n t i f i c c o m m u n i t i e s , p o l i t i c a l p a r t i e s , 
l a b o u r u n i o n s , p r o f e s s i o n a l a s s o c i a t i o n s and i n f o r m a l 
g r o u p s . The aim i s to e s t a b l i s h n e g o t i a t i o n mechanisms as a 
f u n c t i o n o f new, v e r y c o n c r e t e o b j e c t i v e s : g r e a t e r 
p r o d u c t i v i t y , s e l e c t i v e and dynamic s p e c i a l i z a t i o n , t i m e l y 
a n d c o m p e t i t i v e e x t e r n a l i n s e r t i o n , r e d i s t r i b u t i o n 
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mechanisms w h i c h a r e l e s s a s s i s t a n c e o r i e n t e d and w h i c h 
f o s t e r g r e a t e r p a r t i c i p a t i o n i n l e s s modern s e c t o r s , 
t e c h n i c a l t r a i n i n g i n s t r a t e g i c a r e a s , g r e a t e r r e s o u r c e s f o r 
r e s e a r c h and t e c h n o l o g i c a l d e v e l o p m e n t , s e l e c t i v e s u b s i d y 
p o l i c i e s , e t c . These mechanisms o f n e g o t i a t i o n s h o u l d have 
t h e s u f f i c i e n t l e g i t i m a c y to i n s p i r e a h i g h d e g r e e o f 
r e s p e c t a b i l i t y and i n v i o l a b i l i t y , w h i c h would a l l o w them to 
become s t a b i l i z e d and t r u l y o p e r a t i v e . 

60. The dynamic a s p e c t , f o r i t s p a r t , i s b a s e d on t h e j u g g l i n g 
o f t r a d e - o f f s between e c o n o m i c , s o c i a l and p o l i t i c a l c o s t s 
o f medium term d e c i s i o n s . I t i n v o l v e s ''knowing", t h a t i s 
h a l f r a t i o n a l and h a l f i n t u i t i v e , w h i c h w o u l d a l l o w a 
w e i g h i n g o f c o s t s from b o t h s i d e s . T h i s i s a dynamic a s p e c t 
o f t h e c a p a c i t y t o g o v e r n b e c a u s e t h e a c c e l e r a t i o n o f change 
and t h e c o m p l e x i t y o f modern s o c i e t y , f o r c e c o n t i n u o u s 
" r e a c c o m m o d a t i o n moves" o f t h e i n t e r t e m p o r a l gap (between 
t h e s h o r t and medium t e r m s ) and where e a c h move o f t e n 
i m p l i e s a r e o r d e r i n g o f the gameboard, w h i c h r e q u i r e s the 
c a p a c i t y f o r r e a r t i c u l a t i n g t a c t i c s and s t r a t e g i e s on the 
move . 

61. The s t r u c t u r a l and dynamic a s p e c t s o f the c a p a c i t y t o g o v e r n 
a r e c o mplementary i n t h i s a p p r o a c h . O n l y when one r e l i e s on 
a s o l i d s t r u c t u r e o f n e g o t i a t i o n m e c h a n i c s , c a n t r a d e - o f f 
d y n a m i c s be s y n e r g i s t i c and n o t e n t r o p i e . I n the o r d e r o f 
i d e a s p r e s e n t e d h e r e , p l a n n i n g i s n o t the antonym o f market 
and i t i s n o u r i s h e d by " g r e a t e r a t t e n t i o n p a i d t o the 
f u t u r e " . ILPES has a l s o p r o d u c e d many r e p o r t s on t h i s 
m a t t e r , v a r i o u s o f w h i c h have a l r e a d y b e en f o r m a l l y 
d i s c u s s e d i n t h i s v e r y m u l t i l a t e r a l forum, f o r w h i c h r e a s o n 
t h e y w i l l n o t be d w e l l t on. I t w i l l be enough t o r e i t e r a t e 
t h a t n a t i o n a l p l a n n i n g i n the n e x t decade w i l l i n c r e a s i n g l y 
c o i n c i d e w i t h t h e t a s k o f a c t i n g d e l i b e r a t e l y i n 
m u l t i o r g a n i z a t i o n a l s o c i a l p r o c e s s e s , i n s h a r e d power 
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s i t u a t i o n s and w i t h l i t t l e - k n o w n h o r i z o n s o f change. 
T e c h n i c a l l y t h e r e w i l l be an a p p r o a c h i n g to c o r p o r a t e 
s t r a t e g i c p l a n n i n g a l r e a d y p r a c t i c e d i n the most dynamic 
n u c l e i o f the c o n t e m p o r a r y w o r l d . 

I n s o f a r as s u b s t a n c e i s c o n c e r n e d , i t i s p r o x i m a l t o a new 
r o l e o f a d v i s o r y s e r v i c e s f o r the s t a t e s m a n o f the f u t u r e 
who w i l l d e f i n i t e l y have to be aware t h a t t o g o v e r n w i l l 
mean managing complex systems w i t h i n t e r t e m p o r a l c o h e r e n c e 
and t h a t t o o r i e n t a c o u n t r y ' s d e v e l o p m e n t w i l l mean t a k i n g 
s e l e c t i v e a d v a n t a g e o f o p p o r t u n i t i e s w h i c h open up w i t h i n a 
p r o c e s s o f a c c e l e r a t e d and h i g h l y c r e a t i v e w o r l d change. To 
t a k e a d v a n t a g e i m p l i e s c o n f i d i n g i n t h e o p p o r t u n i t i e s w h i c h 
a r e c h o s e n and l i k e w i s e i n knowing t h e o p p o r t u n i t i e s w h i c h 
a r e d i s c a r d e d . 


