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INTRODUCTION

The course will describe and analyze the neo-conservative swing in development strategy
which has taken place in the last 10 years in Latin America: from an inward to an outward
orientation; from strong government .ntervention to virtually free, unregulated markets; and
from the state playing the leading role in promoting development to a private sector led
growth strategy. The course will analyze the impact of structural adjustment policies (both
in the long as well as in the short run) on productivity at the plant level (the first week) and
on competitiveness at the national level (the second week) as well as the macroeconomic
preconditions and other structural reforms necessary for speeding successful adjustment at
the lowest cost in terms of output and employment (the third week). Throughout emphasis
will be placed on presenting not only an evaluation of the neo-conservative policies now in
vogue but in alternative policies (of a neo-structural bent) to bring about structural adjustment
at a lower short run cost and at a faster long term pace.

. THE MICROECONOMICS OF STRUCTURAL ADJUSTMENT

Theme: the microeconomic impact of import substitution industrialization as well as of trade
liberalization in Latin America.

Session 1: The firm in a neoclassical framework and other ways of approaching the
study of its nature and behaviour. Learning and technology. ‘Growth
accounting’. Market failure in the field of knowledge and information.

Session 2: Import substitution industrialization and technological change. The
transfer of technology and the development of domestic technological
capabilities in peripheral societies.

Session 3: The limits of the import substitution model. Trade liberalization, de-
regulation of markets and the privatization of economic activity.
Efficiency and welfare implications. The transition form electromecanics
to electronics and the evolution of the international technological
frontier. Changes in dynamic comparative advantages.

Session 4: Industrial organization and sectorial studies. The cases of the bio-
technology and pharmaceutical industries. Scale and scope economies.
The economics of innovation. Learning by doing and international
competitiveness. Patents, the recent debate at the Uruguay Round of
GATT. New institutions and their likely impact upon the Cuban
economy.
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BIBLIOGRAPHY

Session 1:
The firm in a neoclassical framework and otherways of approaching
the study of its nature and behaviour. Learning and technology.
"Growth accounting". Market failure in the field of kno wledge
and information.

Itis advisable for students attending the course to refresh ordinary micro theory readings such

as C. E. Ferguson, Teorfa microeconémica, chapters 15 and 16; A. Koutsoyiannis, Modern
Microeconomics, New York, St. Martin, 1981, chapters 15 to 18.

1. Bator, F. (1971a), "Anélisis simplificado de la maximizacién del bienestar",

Microeconomia, Breit and Hochman (eds.), Mexico City, Editorial
Interamericana.

2. (1971b), "Anatomia del fracaso del mercado", Microeconomia, Breit and
Hochman (eds.), Mexico City, Editorial Interamericana.

3. Brown, M. (1966), On the Theory and Measurement of Technical Change, Cambridge

University Press, chapter 2.

4, Coase, R. (1937), "The nature of the firm", Econémica, vol.14, November.

5. Dosi, G. (1988), "Institutions and markets in a dynamic world", The Manchester
School, June.

6. Elias, V. (1992), Sources of Growth, San Francisco, International Center for Economic

Growth, chapters 2, 3, 4, 10 and 11.

7. Penrose, E. (1966), "The firm in theory"”, The Theory of the Growth of the Firm,
Oxford, Blackwell, chapter 2, pp. 9-30.

8. (1973), "International patenting and the less developed countries”, Economic
Journal, September.

9. Nelson, R. (1977), "In search of a useful theory of innovation", Research Policy, N° 6,
North Holland.

10. (1981), "Research on productivity growth and productivity differences: dead
ends and new departures”, Journal of Economic Literature, September, pp.
1029-1064.

11. (1987), "Innovation and economic development”, Technology Generation in

Latin American Manufacturing Industries: Theory and Case-Studies Concerning
its Nature, Magnitude and Consequences, J. Katz (ed.), London, Mac Millan

Press, chapter 3.
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(1991), "Why do firms differ and how does it matter?”, Strategic Management

Journal, vol. 12, pp. 61-74.

Nelson, R., and C. Dahiman (1993), "Social absorption capability, national innovation
systems and economic development”, study prepared for the Institute of New
Technologies (INTECH), Maastrich, unpublished.

Salter, E.G.W. (1960), Productivity and Technical Change, Cambridge University
Press, chapters 2 and 3.

Schumpeter, J. (1950), "The process of creative destruction”, Capitalism, Socialism
and Democracy, New York, Harper and Row, Publishers, Inc., chapter 7.

Solow, R. (1988), "Growth theory and after”, The American Economic Review, vol.
78, June, pp. 307-317.

Stiglitz, J. (1987), "On the microeconomics of technical progress”, Technology
Generation in_Latin American Manufacturing Industries: Theory and Case-

Studies Concerning its Nature, Magnitude and Consequences, J. Katz (ed.),
London, Mac Millan Press, chapter 2.

Session 2:
Import substitution industrialization and technological change. The transfer
of technology and the development of domestic technological
capabilities in peripheral societies.

Katz, J. (1974), Importacién de tecnologia, aprendizaje local e industrializacién
dependiente, Mexico City, Fondo de Cultura Econémica, chapters 3 and 5.

Katz J. and E. Ablin (1985), "De la industria infantil a la exportacién de tecnologia. La
experiencia argentina en la venta internacional de plantas industriales y obras
de ingenieria”, Internacionalizacién de empresas y_ tecnologia de origen
argentino, E. Ablin and others (eds.), Buenos Aires, Editorial Universitaria de
Buenos Aires/Economic Commission for Latin America and the Caribbean
(EUDEBA/ECLAC).

Lall, S. (1983), The New Multinationals. The Spread of Third World Enterprises, Paris,
John Wiley, chapter 1.

Lall, S. and S. Teitel (1984), World Development, special number dedicated to
technology exports from peripheral countries, June.

Peres, W. (1993), ";Industrial policy: where do we stand?", CEPAL Review, No. 51 .
(LC/G.1792-P), Santiago, Chile, December.
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(1 994), "Politicas de competitividad", CEPAL Rgvigw, No. 563 (LC/G.1832-P),
Santiago, Chile, August.

Poussas, M. (1989), "En direccion a un paradigma microdindmico”, Suma,
Montevideo, October.

Teitel, S. (1984), "La creacién de tecnologia en las economias semiindustrializadas,

Cambio tecnolégico v desarrollo industrial, S. Teitel and L. Westphal (eds.),

Mexico City, Fondo de Cultura Econdmica.

Session 3: :

The limits of the import substitution model. Trade liberalization, de-regulation
of markets and the privatization of economic activity. Efficiency and welfare
implications. The transition form electromecanics to electronics
and the evolution of the international technological frontier.
Changes in dynamic comparative advantages.

ECLAC (Economic Commission for Latin America and the Caribbean) (1993),
Organizacién industrial, competitividad internacional y politica pablica en la
década de los afios noventa (LC/R.1329), Santiago, Chile, 31 December.

Fanelli, J. M., R. Frenkel and G. Rozenwurcel (1992), "Growth and structural reform
in Latin America. Where do we stand?” The Market and the State in Economic
Development in the [1990s, A. Zini (ed.), North Holland Publishing Co.

Krugman, P. (1992), "Toward a counter-counterrevolution in development theory”,

Proceedings of the World Bank Annual Conference on Development Economics,
Washington, D.C., World Bank, April.

Reichman, J. (1993), "Implications of the draft TRIPS Agreement for developing
countries as competitors in an integrated world market", UNCTAD Discussion
Paper, N°73, Geneva, United Nations Conference on Trade and Development
(UNCTAD), November.
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Session 4:

Industrial organization and sectorial studies. The cases of the
bio-technology and pharmaceutical industries. Scale and
scope economies. The economics of innovation. Learning

by doing and international competitiveness. Patents,
the recent debate at the Uruguay Round of GATT.
New institutions and their likely impact upon
the Cuban economy

30. Bercovich, N. and J. M. Katz (1990), Biotecnologia y economia politica: estudios del
caso argentino (LC/BUE/G.105), Buenos Aires, Centro Editor de América Latina
(CEAL).

31. Feinsilver, J. (1993), "Cuban biotechnology: a first world approach to development”,
August, unpublished.

32. Katz, J.M. (1974), Oligopolio, firmas multinacionales y empresas locales. El caso de
la industria farmacéutica argentina, Buenos Aires, Siglo XXI.

33. (1981), "Estadios de desarrollo e industria quimico-farmacéutica”, Desarrollo
econdmico, vol. 21, No.83, October-December.

Il. STRUCTURAL ADJUSTMENT AND INTERNATIONAL COMPETITIVENESS
Theme: how the Latin American countries have attempted to improve their international
competitiveness in a changing world, with emphasis on trade and foreign investment.
Session 1: Introduction to international competitiveness.

Session 2: International trade.
Session 3: Foreign direct investment and technology.
Session 4: Case studies.

Session 5: Summary and final exam.
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BIBLIOGRAPHY

Session 1:
Introduction to international competitiveness

Fajnzylber, F. (1991), "Internatioanl insertion and institutional renewal”, CEPAL
Review, No. 44 (LC/G.1667-P), Santiago, Chile, August.

Mandeng, O. (1991), "International competitiveness and specialization”, CEPAL
Review, No. 45 (LC/G.1687-P), Santiago, Chile, December.

Mortimore, M. (1994), "América Latina: caminos hacia la competitividad
internacional”, part lla, Santiago, Chile, Joint ECLAC/UNIDO Industrial and
Technological Development Unit, Division of Production, Productivity and
Management, December, preliminary version.

Porter, M. (1990), "The competitive advantage of nations", Harvard Business Review,
No. 2, March-April.

The Economist (1994), "War of the worlds: a survey of the global economy", 1
October.

UNCTAD (United Nations Conference on Trade and Development) (1994), "The visible
hand and the industrialization of East Asia", Trade and Development Report,
1994 (UNCTAD/TDR/14), New York, part 2, chapter I. United Nations
publication, Sales No. E.94.11.D.26

United Nations (1992), World Investment Report, 1992. Transnational Corporations
as Engines of Growth (ST/CTC/130), New York. United Nations publication,
Sales No. E.92.1l.A.19.

Session 2:
International trade

Agosin, M. and R. Ffrench-Davis (1993), "Trade liberalization in Latin America",
CEPAL Review, No. 50 (LC/G.1767-P), Santiago, Chile, August.

Baldwin, R. (1992), "Are economist’s traditional trade policy views still valid?, Journal
of Economic Literature, vol. 30, June.

Dahlman, C. (1993}, "New elements of international competitiveness: implications for
technology policy in developing economies”, June, unpublished.
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Ffrench-Davis, R. (1979), "Evolucién de la teoria del comercio internacional”,

Economia internacional: teorias y politicas para el desarrollo, R. Ffrench-Davis,

México City, Fondo de Cultura Econémica.

Likar, L. (1993), "Trade and the transformation of Latin America", The OECD
Observer, No. 183, Paris, Organisation for Economic Co-operation and
Development (OECD), August-September.

Mortimore, M. (1994), "América Latina caminos hacia la competitividad internacional”,
part |, Santiago, Chile, Joint ECLAC/UNIDO Industrial and Technological
Development Unit, Division of Production, Productivity and Management,
December, preliminary version.

Nicolaides, P. (1994), "Reconciling trade policies and competition policies", The OECD
Observer, No. 187, Paris, Organisation for Economic Co-operation and
Development (OECD), April-May.

Ocampo, J.A. (1991), "Las nuevas teorias del comercio internacional y los paises en
vias de desarrollo”, Pensamiento iberoamericano, No. 20, July-December.

Session 3:
Foreign direct investment and technology

Calderén, A. (1993), "Inversién extranjera directa e integracién regional: la experiencia
reciente de América Latina y el Caribe", Industrializacién vy desarrollo
tecnoléqgico series, No.14 (LC/G.1778), Santiago, Chile, ECLAC, September.

Dunning, J.H. (1994), "Re-evaluating the benefits of foreign direct investment”,
Transnational Corporations, vol.3, No.1, February.

Julius, D. (1992), Foreign Direct Investment: the Neglected Twin of Trade, Group of
30 Occasional Paper, No. 30, Washington, D.C.

Michalet, C.A. (1994), "Transnational corporations and the changing international
economic system", Transnational Corporations, vol.3, No.1, February.

Mortimore, M. (1994), "América Latina: caminos hacia la competitividad
internacional”, Santiago, Chile, parts Illlb y ¢, Santiago, Chile, Joint
ECLAC/UNIDO Industrial and Technological Development Unit, Division of
Production, Productivity and Management, December, preliminary version.

OECD (Organisation for Economic Co-operation and Development) (1992), Technology

and the Economy: the Key Relationships, Paris, introduction and chapters 10-
12.
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The Economist (1993a), "Everybody’s favourite monsters: a survey of multinationals",
27 March.

(1993b), "Between two worlds: a survey of manufacturing technology”, 5
March.

Session 4:
Case studies

Behrens, R. (1992), "Inversi6én extranjera y empresas transnacionales en la economia
de Chile (1974-1989): el papel del capital extranjero y la estrategia nacional de

desarrollo”, Estudios e informes de la CEPAL series, No. 86 (LC/G.1678-P),
Santiago, Chile, ECLAC.

Calder6n, A., M. Mortimore, W. Peres (1995), "Mexico’s incorporation into the new
industrial order: Foreign investment as a source of international
competitiveness”, John Dunning (ed), forthcoming.

Calder6n, A. and S. Griffith-Jones (1994), "Los flujos de capital extranjero en la
economia chilena: renovado acceso y nuevos usos", Joint ECLAC/UNIDO
Industrial and Technological Development Unit, Division of Production,
Productivity and Management, October, preliminary version.

De Maria and M. Campo (1992), "Reestructuracién y desarrolio de la industria
automotriz mexicana en los afios ochenta. Evolucién y perspectivas”, Estudios
e informes de la CEPAL series, No. 83 (LC/G.1672-P), Santiago, Chile, ECLAC.

Development and Change (1994), "Export-led technology development in the four
dragons: the case of electronics"”, vol. 25, April.

Ha-Joon Chang (1993), "The political economy of industrial policy in Korea",
Cambridge Journal of Economics, June.

Krause, L. (1991), "Japanese capitalism: a model for others?", International Economic
Insights, November-December.

Lazonick, W. (1994), "Indigenous innovation and industrialization: foundations of
Japanese development and advantage", June, unpublished.

Mortimore, M. (1994), "Transforming sitting ducks into flying geese: the example of
the Mexican automobile industry”, Joint ECLAC/UNIDO Industrial and
Technological Development Unit, Division of Production, Productivity and
Management, April, preliminary version.

Mortimore, M. and H. Duthoo (1994), "Informe sobre la competitividad y las zonas
francas en la Republica Dominicana”, Joint ECLAC/UNIDO Industrial and
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Technological Development Unit, Division of Production, Productivity and
Management, November, preliminary version.

lll. NEO-CONSERVATIVISM VS. NEO-STRUCTURALISM

Theme: A Comparison of neo-conservative and neo-structural approaches for establishing the
macroeconomic preconditions as well as the key structural reforms necessary for accelerating
growth.

Session 1: a) The intellectual and empirical origins and basic approach of neo-.
conservatism: an overview

b) The Macroeconomics of Neo-conservatism (I) and its Neo-Structural
Alternative: Adjustment to External Disequilibrium

Session 2: The macroeconomics of neo-conservatism (ll) and its neo-structural alternative:
price stabilization policies (with emphasis on repressed inflation)

Session 3:  Trade liberalization: justification, policies and evaluation
Session 4:  Institutional reforms: privatization, financial liberalization and social security

Session 5:  An evaluation of neo-liberal and neo-conservative development strategies.

BIBLIOGRAPHY

Session 1:
a) The intellectual and empirical origins and basic
approach of neo-conservatism.: an overview
b) The Macroeconomics of Neo-conservatism (l) and its
Neo-Structural Alternative: Adjustment to External Disequilibrium

1. Ahamed, L. (1986), "Stabilization policies in developing countries", The World Bank
Research Observer, vol. 1, No. 1, Washington, D.C., January.

2. Arellano, J. P. (1988), "La literatura econémica y los costos de equilibrar la balanza de
pagos en América Latina", Politicas macroecondémicas: una perspectiva
latinoamericana, René Cortdzar (ed.), Santiago, Chile, Economic Research
Corporation for Latin America (CIEPLAN).

3. Fanelli, J. M., R. Frenkel and G. Rosenwurcel (1992), "Crecimiento y reforma
estructural en América Latina. La situacién actual”, ;A dénde va América
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11.
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Latina: balance de las reformas econémicas, Joaquin Vial (ed.), Santiago, Chile,

Economic Research Corporation for Latin America (CIEPLAN).

Ramos, J. (1989), Politica econémica neoliberal en paises del Cono Sur de América
Latina, 1974-1983, México City, Fondo de Cultura Econémica, chapters 1, 5
and 6.

Williamson, J. (1990), The Progress of Policy Reform in Latin America, Washington,
D.C., Institute for International Economics.

Session 2
The macroeconomics of neo-conservatism (ll) and its neo-structural
alternative: price stabilization policies (with emphasis on
repressed inflation)

Bruno, M. and others (eds.) (1988), Inflacién y estabilizacién: la experiencia de Israel,
Argentina, Brasil, Bolivia y Mexico, Mexico City, Fondo de Cultura Econémica,
pp. 9-68; 365-410; and 417-424.

Kiguel, M. and N. Leviatan (1988), "Inflationary rigidities and orthodox stabilization
policies: Lessons from Latin America", The World Bank Economic Review, vol.
2, No. 3, Washington, D.C., September.

(1992), "When do heterodox stabilization programs work? Lessons from
experience”, The World Bank Research Observer, vol. 7, No. 1, Washington,
D.C., January.

McKinnon, Ronald (1993), "Gradual versus rapid liberalization in socialist economies:
The problem of macroeconomic control”, Proceedings of the World Bank Annual

Conference on Development Economics 1993, Washington, D.C, World Bank,
summary.

Ramos, J. (1988), "Politicas de Estabilizacién", Politicas macroeconémicas: una
perspectiva latinoamericana, René Cortédzar (ed.), Santiago, Chile, Economic
Research Corporation for Latin America (CIEPLAN).

Session 3:
Trade liberalization: justification, policies and evaluation

ECLAC (Economic Commission for Latin America and the Caribbean) (1994), Latin

America_and the Caribbean: Policies to improve linkages with the global
economy (LC/G.1800/SES.25/3), Santiago, Chile, chapters 5 and 6.
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Ramos, J. (1989), "La apertura comercial”, Politica econédmica neoliberal en paises del
Cono Sur_de América Latina, 1974-1983, México City, Fondo de Cultura
Econbémica, chapter 7.

Ros, Jaime (1992), "Apertura externa y reestructuracién econémica en México", ;A
dénde va América Latina?: balance de las reformas econdmicas, Joaquin Vial
(ed.), Santiago, Chile, Economic Research Corporation for Latin America

(CIEPLAN).
World Bank (1993), The East Asian Miracle, Washington, D.C., summary and
conclusions.
Session 4:
Institutional reforms: privatization, financial liberalization
and social security

Cardoso, E. (1992), "La privatizacion en América Latina", ;A dénde va América
Latina?: balance de las reformas econémicas, Joaquin Vial (ed.), Santiago,
Chile, Economic Research Corporation for Latin America {CIEPLAN).

Cominetti, R. and R. Devlin (1994), "La crisis de la empresa publica. Las

privatizaciones y la equidad social", Reformas de politica ptblica series, No. 26
(LC/L.832), Santiago, Chile, ECLAC.

Hachette, D. and R. Luders (1992), La privatizacién en Chile, Santiago, Chile,
Corporacién de Investigaciones para el Desarrollo (CINDE).

Iglesias, A. and R. Acuiia (1991), Chile: experiencia con un régimen de capitalizacidn,
1981-1991, Santiago, Chile, Economic Commission for Latin America and the
Caribbean/United Nations Development Programme (ECLAC/UNDP).

Kikeri, Nellis and Shirley (1994), "Privatization: lessons from market economies”, The
World Bank Research Observer, Washington, D.C., World Bank, July.

Ramos, J. {1989), "La apertura financiera", Politica econdémica neoliberal en paises del
Cono Sur_de América Latina, 1974-1983, México City, Fondo de Cultura
Econémica, chapter 8.
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Session 5:
An evaluation of neo-liberal and neo-conservative
development strategies and final exam

Balassa, B. and others (1986), Toward renew nomic growth in Latin Ameri

Summary, Qverview and Recommendations, Washington, D.C., Institute for

International Economics.

Guerguil, Martine (1994), "Sintesis del planteamiento de la CEPAL sobre educacién y
conocimiento: eje de la transformacién productiva con equidad", Santiago,
Chile, ECLAC, in press.

Ramos, J. (1993), "Growth, crises and strategic turnarounds"”, CEPAL Review, No. 50
(LC/G.1767-P), Santiago, Chile, ECLAC.

(1994), "Sintesis del planteamiento de la CEPAL sobre equidad vy

transformacién productiva", Desarrollo productivo series, No. 17 (LC/G.1841),
Santiago, Chile, ECLAC.

Sunkel, Osvaldo (1991), El desarrollo desde dentro: un enfoque neoestructuralista para
la_ América Latina, Mexico City, Fondo de Cultura Econémica, pp. 15-80.



