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CEPAL REVIEW No. 48

In search of
another form
of development

Pedro Sdinz
Alfredo Calcagno*

The prime importance given in the 1980s to analysis of
the economic depression, external imbalances and
inflation in Latin America has left in the background the
profound economie, institutional and social changes
which took place in this period. Under the inspiration of
neoliberal ideas, the institutional and macroeconomic
reforms served both to dismanile the previous form of
development and to try to establish a new one. There
were transfers of wealth and alterations in the structure of
production, income distribution, the relation between
capital and labour, public and private functions, and the
place of the region in the international economy. Some
of these changes took place in conneclion with
anti-inflationary or external debt service policies.

In the early 1990s, two countries seem fo be coming
close 10 a new form of development, with political
stability and recovery of capital accumulation. In other
countries, the policies followed have not managed to
restore growth, price stability or previous levels of
investment. The efforts 1o establish a new form of
development confront  various challenges: giving
coherence to ihe reform process, whose scope and
sequence are problems that have not ye! been solved;
seeuring a sicady expansion in exporls and accumulation;
and preventing the further consolidation of the present
economic  and  social  helerogeneity. In  these
circumstances, the countries which have not gone so far
in this process ask themselves whether the accumulated
expericnce, the nature of their economies and the
changiitg international context might not make it
advisable to adopt policies different from those of the
pioneering countries.

Indeed, the measures which the latler are now
taking suggest that considerations of political stability
and economic potential will make it necessary to depant
significantly —especially in aspects connected wilh equity
and poverty— from the neoliberal form of development
and establish {nstead another form closer to the proposals
for changing production patterns with equity made by the
ECLAC Secretariat,

*Pedro Sainz is Director of the ECLAC Statistics and Pro-
jections Division, while Alfredo Caleagno is an Beonomic Affairs
Officer in the same Division. The authors wish to express their
gratitude for the collaboration of the staff members of the Divi-
sion and the valuable comments made by Adolfo Gurrieri, Renato
Baumann and Ricardo Bielschowsky on a preliminary version of
this article.

Introduction

For Latin America, the 1980s were more than just a
lost decade from the point of view of development.
The figures graphically show the abrupt interruption
in growth of the product and capital accumulation
after nearly 30 years of economic expansion and
changes in production patterns (table 1). However,
economic depression is not a synonym for immobi-
lity, and in recent years important qualitative changes
have taken place in the Latin American economies
and societies. This article will try to identify and in-
terpret some of these changes, secking to determine
how far they represented a break in the form of de-
velopment that prevailed since the war and how far
they represented a new form of development capable
of gaining stability and permanence,

This effort calls for the situation to be viewed
from a certain time perspective, which is outlined in
section I. Section II indicates the most significant
changes which were hastened by the crisis of the
1980s and looks into the significance of these devel-
opments: were they the reversible resull of short-term
economic adjustments, or were they rather the char-
acteristic sign of a new emerging form of develop-
ment? This leads to the analysis of some similarities
and differences between countries, with special atten-
tion to the situation of those which seem to have
gone furthest towards a new form of development.
Finally, section III indicates some challenges facing
the various groups of countries in this process of
change.

I

From the post-war form of
development to the
debt crisis

L. The post-war form of development

Political and economic factors combined after the
war 1o give rise to a stable form of development that
replaced the form which ran into a situation of crisis
between 1914 and 1945. Tn that period, conditions
had already arisen in a number of countries which
were favourable for spontancous industrialization, in
a process which furthered urbanization, development
of the domestic market, the expansion of business
groups and the middle-class strata, as well as the ex-
pansion of lower-class worker and urban groups; it
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Table 1

LATIN AMERICA: GROSS DOMESTIC PRODUCT, BY TYPE
OF EXPENDITURE, AT CONSTANT 1980 PRICES

{Annual growth rates)®

1950-1965 1965-1974 1974-1980 1980-1985 1985-1990 1950-1990

Gross domestic product 53 6.2 51 03 1.8 4.8
Private consumption 4.7 6.5 5.5 -0.4 1.8 4.7
General government

consumption 4.7 7.0 52 19 L7 4.9
Gross domestic

investment 5.0 8.9 4.7 -8.7 -0.2 4.7.
Exports 6.3 37 4.7 5.5 5.8 4.5
Imports 3.1 8.7 57 9.5 6.0 4.3

Source: ECLAC, on the basis of official data,
*Calculated by regression.

was these social groups which were to provide sup-
port for the project of change. Between the end of the
war and the early 1960s, in a group of Latin Ameri-
can countries which accounted for a high percentage
of the region’s population, it proved possible to im-
part stability to a form of development whose fea-
tures have-béen described at length by ECLAC in other
documents (ECLAC, 1985). Towards the mid-1960s,
however, this form ran into serious difficulties, both
domestically and in respect of external economic re-
lations, and in the second half of the 1960s and the
early 1970s, many efforts were made to overcome
these difficulties (ECLAC, 1985).

In the early 1970s, a new form of economic
change appeared to be taking shape in which greater
expansion and diversification of exports was com-
bined with domestic markets based on higher income
concentration. In most cases, economic growth had
speeded up. However, the new forms of social incor-
poration and éxclusion implicit in this form of devel-
opment needed more authoritarian governments and
gave rise to acute political conflicts which in some
cases even deteriorated into armed conflict.

These tendencies were affected by the 1973 oil
crisis and its many sequels. In some cases, the rise in
oil prices led to a trade deficit and the speeding up
of inflation, both because of higher energy costs
and because of the depreciation of the exchange rate.
In others, however, it represented a windfall source
of external and fiscal revenue. For the region as a
whole, particularly important features were the

recycling of the so-called petrodollars and the period
of external indebtedness covering the second half of
the 1970s (ECLAC, 1990a).

2. The entry onto the scene of the
transnational banks

The entry onto the scene of the private transnational
banks gave rise to substantial changes in various
fields. In the economic field, it seemed to provide a
way out from the classical external constraint on
growth. In the area of ideas, it represented strong
pressure to liberalize markets and establish much
greater trade and financial openness to the exlerior,
while in the institutional sphere it furthered the at-
tempt to expand the field of action of the private
sector and reduce that of the public sector.

In practice, the initial abundance of resources
gave rise to very varied economic policies. In some
countrics, it served to give a fresh boost to the pro-
cess of industrialization with heavy State interven-
tion. In others, it served to put off the effects of
stagnating production and the drop in investment, by
keeping up the level of consumption through indeb-
tedness and imports. Finally, in a third group of coun-
tries, the plentiful external credits obtained were
reflected mainly in the capital account itself, in the
form of capital flight. :

Special mention should be made, in this respect,
of the experiences of the countries of the Southern
Cone of Latin America, where the abundance of
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external resources was deliberately used to dismantle
the previous development scheme. In these countries,
in the mid-1970s, certain social and political groups
and the armed forces considered that there were “so-
cializing tendencies” at the very heart of the econ-

omic system which adversely affected their rights B

and freedoms by increasing the relative weight of the
wage-carning sectors and the State. According to this
diagnosis, the mere repressive actions of authorita-
rian governments would not be sufficient in the long
run unless there were a radical change in the form of
development and, thereby, in the relative weight of
the various economic and social actors. In the South-
ern Cone countries, the action of the foreign banks
and external financing made it possible to maintain
an artificially low exchange rate, increase imports
that took the place of domestic manufacturing pro-
duction, develop a system of private financial capital
that was largely speculative, change the structure of
wealth in the countries, and promote the accumnula-
tion of financial resources abroad. This policy, com-
bined with regressive income redistribution, gave rise
to a reversal of trends in industrialization (table 2),
especially in the sectors connected with the domestic
market and accumulation.

In other countries, however, the entry on the
scene of the foreign banks in the late 1970s had a
different impact. In these countries, changes in pro-
duction patterns continued to be vigorous and exter-
nal credits served to further the industrialization
process, with the State often retaining a guiding role
in accumulation. The most notable case of this was in
Brazil, where a large part of the external funds were
channelled through the local development banking
system. The process there contrasted in many re-
spects with that which took place in the Southern
Cone: the role of the State and its enterprises was
heightened, the real value of the exchange rate was
maintained, progress was made in the further en-
hancement of industrialization and in the integration
of the industrial system, with a marked reduction in
the need for imports, and substantial trade union
forces arose, especially in the industrial area of Séo
Paulo. In Mexico, Colombia, Paraguay and Ecuador
too, the flows of external resources were associated
with significant efforts to develop the infrastructure
and production capacity.

It was only afterwards, with the debt crisis, that
there was a tendency towards the generalization of
tensions and of economic policy measures aimed

more or less explicitly at dismantling the previous
development model. These measures were applied,
however, in national situations which differed from
each other in terms of the degree of operation of this
form of development, and their effects were also
therefore different.

3. The debs crisis

In 1982, as a result of the high level of accumulated
indebtedness and the rise in intemnational interest
rates, interest commitments represented 41% of the
total exports of goods and services of the region as a
whole. In this situation, the abrupt cessation of fresh
credits from the transnational banking system to the
countries of the region led 1o a severe recessive ad-
justment which was to give rise to a complete turn-
around in their external accounts. Thus, the region
turned a trade deficit equivalent to 1.4% of its gross
domestic product in 1980/1981 into a trade surplus,
at constant 1980 values, equivalent to 7.5% of the re-
gion’s GDP in 1983/1984. This reversal, which
amounted to US$45 billion at current values, safe-
guarded the interests of the international financial
syslem, but not those of the debtor countries, whose
imports fell from 16.6% of the product in 1980/1981
to only 11% in 1983/1984, while —possibly an even
more scrious feature— their gross domestic invest-
ment went down from 24.3% of the product to only
15.9% between these two periods (figure 1).

Giving the lie io the diagnoses holding that the
debt crisis was merely a short-term phenomenon, so
that the extremely severe adjustment processes were
justified by the expected rapid return of external cre-
dits, the negative net resource transfer has been an
ongoing burden for the region, with the possible par-
tial exception of the Central American and Caribbean
countries (table 3). The impact of this transfer of
resources abroad must not be underestimated: 1
it represented heavy pressure on the public and pri-
vate finances, from which it was transmitted, by vari-
ous means and with different degrees of intensity, to
the rest of society.

lBy way of comparison, it may be recalled {hat the
German reparations after the First World War represented
gross transfers (that is to say, partly financed from abroad) of
2.4 percentage points of the product between 1924 and 1932
a proportion which was substantially exceeded by a number of
Latin American countries during the 1980s (table 3). See Reisen
and von Trotsenburg, 1988,
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Table 2

ARGENTINA AND CHILE: MANUFACTURING SECTOR INDICATORS

Argentina Chile

Indicators

1974 1982 1990 1972 1982 1990
Per capita manufacturing GDP,
at constant values (indices) 100 66 57 100 69 93
Manufacturing GDP, as a
percentage of total GDP 283 222 20.7 26.6 19.0 20.6
Share of metal products and
machinery industries in total
industrial production (%) 28.3 20.8 17.8* 21.2 13.2 12.4°
Employment in industry, as a
percentage of the economically
active population (Greater
Buenos Aires and Greater Santiago) 36.2 24.5 273 159 222

Source: ECLAC, on the basis of official data, and Central Bank of Chile, Boletin Mensual, vatious issues.

*On the basis of figures at current prices.
® 1989.

Figure 1

LATIN AMERICA: PRODUCT,

INVESTMENT, EXPORTS
AND IMPORTS, 1977-1984

(Billions of 1980 doilars)

Gross domestic product

Source: ECLAC, on the basis of official data.
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The impact of the external crisis on the public
accounts took a number of forms, The most obvious
cffect was due to the public sector’s status of a net
debtor, especially after the virtual nationalization of
the private debt demanded for almost all the refinanc-
ing operations granted by the foreign banks. Like-
wise, the economic contraction and the reduction in
imports adversely affected the tax base. Some coun-
tries had other fiscal costs in addition, due to the need
to give greater fiscal incentives to exports or to col-
lect lower duties on them. The devaluations to which
a number of countries also resorted aggravated the
fiscal burden in all those cases where the public sec-
tor had an external deficit. In general, efforts were
made to offset the tendency towards the reduction of
the tax base by levying new taxes or increasing the
rates of existing ones, with ease and rapidity of tax
collection being given priority over all other econ-
omic considerations or guestions of equity, but even
these “emergency” approaches often gave disap-
pointing results because of shortcomings in the sys-
tems of collection. At the same time, in order to make
up for the increase in financial outlays, cuis were
made both in current expenditure (with depression of
the real wages of public employees) and in invest-
ments, without distinguishing much between the
sectors affected (education, health, housing, etc.).
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Table 3

LATIN AMERICA AND THE CARIBBREAN (SELECTED COUNTRIES):
NET RESOURCE TRANSFERS, 1970-1991 °

(Annual averages, as percentages of the gross domestic product)

Countries 1970/1974 1975/1981 1982/1986 1987/1991
South America and Mexico

Argentina -0.7 .1 -5.2 -4.1
Bolivia -2.0 2.8 -1.0 4.0
Brazil 38 2.1 3.0 2.5
Colombia 1.8 1.3 0.1 -4.2
Chile 0.5 5.5 -3.6 -1.1
Ecuador 2.4 a3 -4.7 2.6
Mexico 1.4 1.6 0.7 -1.3
Paraguay 2.5 7.8 34 0.3
Peru 1.5 1.2 -0.8 11
Uruguay 0.2 4.3 -3.3 -2.9
Venezuela -4.1 4.8 -83 -4.9
Central America and the Caribbean

Costa Rica 8.3 7.5 03 5.1
El Salvador 1.4 1.0 2.5 4.1
Guatemala 0.6 3.0 2.1 4.4
Haiti 1.7 10.6 11.5 89
Honduras 30 6.4 2.6 3.4
Nicaragua 4.7 4.7 18.7 15.4°
Dominican Republic 4.0 27 0.9 -1.2

Seurce: ECLAC, on the basis of official data.

* Corresponds to net capital movements, less net payments of profits and interest, at current values,

®1987-1990.

In a number of countries, these changes in the
structures of income and expenditure were still not
sufficient to permit normal servicing of the public
external debt. Nor was it possible to attain this
through laborious renegotiations and efforts to se-
cure “fresh money” from the transnational banks
and the multilateral financing agencies. In view of
this, the countries then resorted to the issue of do-
mestic debt paper ~which, in the precarious general
economic situation, had to yield high interest
rates and be of a short-term nature— and money
issue. Ultimately, the external imbalance helped
to speed up inflation and further financial insta-
bility, with all its negative implications for the vol-
ume of investment, income distribution and the
public finances themselves. Thus, in a number of
countries the effort to service an appreciable part
of the external debt during the 1980s gave rise to
such serious macroeconomic imbalances that they

led, inter alia, 1o a de facto moratorium in respect
of a large part of the country’s external financial
commitments,

The situation of countries whose exports were
largely in the hands of the State was very different. In
these countries, the increase in exports and the de-
valuation in real terms did not mean a worsening of
the macroeconomic imbalances and monetary and
financial tensions, but rather the contrary. Here, the
direct receipt by the State of a large part of the
foreign exchange earned from exports provided an
important instrument for controlling the exchange
market and monetary policy.

Naturally, the crisis in the region was not due
solely to balance of payments disequilibria connected
with the external debt, nor to the associated fiscal
deficit, no matter how serious these aspects may have
been: as already noted, the form of development had
been encountering serious difficulties ever since the
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1960s. However, the external debt problem did have

a decisive influence not only in sparking off the

crisis, but also with regard to its subsequent evolution
and the type of responses sought for it: it brought
new issues and new actors into the countries’ pro-
cesses of taking strategic decisions.

As is usual in situations of overindebtedness,
once ‘it becomes clear that what is involved is not
merely a problem of liquidity, this means that the
need for a drastic adjustment is accompanied by

pressures for structural reforms and transfers of
wealth. Thus, the measures adopted to deal with the

crisis soon went beyond the macroeconomic field

and took on'an iristitutional character which led io
the questioning and modification of the role of the
public sector, as well as of the trade and financial
aspects of the countries’ form of incorporation in the
international economy. In short, there was a move-
ment towards changes in the basic elemenis of the
form of development. - -

Towards a new form of development?

1. Dismantling one form of development
to build up another: the
political factor

The nature of the crisis, and the policies adopted to
deal with it, heightened the economic and political
difficulties that the previous form of development
had been -experiencing and were a decisive influence
in its breakdown. Thus, the measures adopted re-
duced the vigour of the domestic market, lowering
demand for consumer goods and especially for in-

vestment goods and thus taking away the impulse for -

industrialization. At the same time, the efforts to in-
crease public outlays on external debt servicing took
away resources from Stale activities which had pre-
viously provided decisive support for capital accu-
mulation. Likewise, with the sharp reduction in
public sector wages, the body of technocrats which
had been in the process of formation and which was
behind the most effective aspects of the economic
and social activities of the State gradually left the
public sector, which, although now partially disman-
tled and deprived of the necessary capacity for ac-
tion, had to cope with ever greater problems, so that
there was an increase in imbalances of every type. In
this way, and to an ever increasing extent as the
1980s elapsed, a very serious situation arose in many
countries because one form of development had
ceased to function but it had not yet been possible to
set in motion another one in its place,

The early years of the 1990s have been charac-
terized, in terms of economic policy, by an appreci-
able degree of consensus among governments on

aspects which are of great importance for defining a
form of development. Moreover, some countries
seem to be resuming a process of accumulation with-
in a political framework which is displaying growing
stability, It therefore seems appropriale to see how far
a new form of development is beginning to be
shaped.

In order for the new style of development to be
viable, it must be based on the restoration of a stable
political pact and the recovery of the process of accu-
mulation. Where this seems to be beginning to work,
the political definitions (regarding the distribution of
the fruits of the new model, the rules for its function-
ing, the new institutional framework and the compo-
sition of its political base) have preceded the
achicvement of even partial recovery of the accumu-
lation process. These definitions will be largely deter-
mined by the power structure of the various social
actors, which underwent considerable changes in the
period of crisis and adjustment. -

The external and internal circumstances de-
scribed €arlier increased the capacity of action of cer-
tain agents but reduced that of others. The weakness
of industry and of the publi¢ sector affected the social
groups which had given support and political sta-
bility to the previous form of development, especially
the middle-level and trade union groups. At the other
extreme, there were sectors which managed to side-
step the effects of the imbalances and sometimes
were even able to take advantage of them because of
their capacity for speculation. Generally speaking,
these were the most transnationalized agents, with
the greatest liquidity or access to credit, and those
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which managed to secure significant transfers from
the State (through nationalization of the private ex-
ternal debt, the measures to rescue the financial sys-
tem, the liquidation of busmcss debts, systems of
subsidies or exemption from taxes, etc.). It was prob-
ably the external creditors, however, which gained
most in power and importance in this period.

In the dismantling of the previous form of devei-
opment and the definition of reforms designed to
build a new one, the “creditors’ club” has played a
central role. The international private banking sys-
tem, the central actor in the debt probiem; the United
States Department of the Treasury; the governments
of the developed countries, and the multilateral fin-
ancial agencies —with their relatively high degree of
coordination— laid down severe conditions for the
Latin American countries in successive negotiations
connected wilh the balance of payments. Table 4 lists
the negotiations carried on by the IMF and the Worid
Bank (ECLAC, 1990a, p. 40 e seq).

Some of the conditions were directly related
with the most immediate interesis of the creditor
banks, which were extremely keen to reduce the risk
of their loan portfoho increase their profits, and im-
prove their capital/assets ratio in the highly indebted
developing countries. Among the conditions imposed
were the assumption of the private debt by the State,
the. de-dollarization, of the debt with non-United
States banks, the participation of the creditor banks
in financial operations (such as arrangements for re-
lending and capitalization of the external debt), and
the generation of big trade surpluses, thanks to which
(and to the ever-increasing indebtedness with interna-
tional financial agencies) the banks collected a signi-
ficant part of their interest, while at the same time
reducing gross lending, There were also other condi-
tions which can hardly be considered a direct re-
sponse to the external payments crisis, however.
They corresponded rather to strategic options by the
creditor bloc, which took advantage of its strong po-
sition in the debt negotiations in order to force cer-
tain structural reforms in the debtor countries.

A typical example of the set of reforms de-
manded was the formulation made by James Baker in
1985: the countries which wanted to form part of the
Baker Plan (thereby theoretically gaining access to a
fresh flow of external credits) must “apply sound
monetary and fiscal policies designed to reduce do-
mestic imbalances and inflation and free resources
for the private sector”; establish general freedom of

* prices, with market values for the exchange rate, in-

terest rates and wages; introduce reforms aimed at

- giving a leading role to private enterprise and the free

functlomng of the thatket —including reforms in re-
spect of taxes, the labour market and the financial
markets—, and carry out a process of greater econ-
omic openness which would favour both direct in-
vestment and the entry of capital and lead to freer
trade (IMF, 1985). These proposals, which were fully
in keeping with the ideas and interests of powerful
social and political séctors in the region which saw-in
them the basis for a new style of development, came
to form part of the agenda of many Latin American
govermments. - _

Naturally, the countries have followed different
paths, and the crisis and the policies associated with
it have not caused the same degree of breakdown of
the previous form of development in all cases. Ulti-
mately, however, in almost all of them the new. power
structure has opened up the way for a rearrangement
of the distribution of wealth based on the transfer of
State assets to the private sector, the application of
measures which completely reformulate labour legis-
lation, and the consotidation of a new distribution of
wealth and income, These lines of action were also in
keeping with a new international context which de-
manded greater freedom of action for operations con-
cerning trade, finance and cxternal wealth.

2. Stabilization and transfer of wealth

Control of inflationary processes is usually con-
sidered a prior condition for the restoration of any
development process, whatever its form. This se-
quential view of the matter, however, tends (o separ-
ate the question of stabilization from the qualitative
development options and determinants, thus giving
rise 10 somewhat mechanical conceptions of stabili-
zation policies. This leads to the risk of leaving in a
kind of limbo the relationship between stabilization
and the formation of a new power scheme. Such a re-
lationship, however, is neither simple nor unidirec-
tional. Processes of very high inflation > generally
reflect an unresolved social, economic or political
conflict, Consequently, the sustained control of these
high rates of inflation calls for the stabilization of a

2Qu.'iIi1.-11li‘.'e[y different from the more moderate types of
inflation which in past decades were functional to a form of
regulation of growing economies.
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Table 4

LATIN AMERICA AND THE CARIBBEAN: STABILIZATION AND/OR
ADJUSTMENT LOANS FROM THE WORLD BANK AND THE
INTERNATIONAL MONETARY FUND, 1980-1989

(Years in which loans were granted)

Countries ‘World Bank IMF

Argentina 1986, 87, 89 1983, 84, 85, 86, 87
Barbados 1982, 83

Bolivia 1980, 86, 87, 88 1980, 86, 87

Brazil 1984, 86, 88 1983, 84, 88

Chile 1985, 86, 87, 88 1983, 84, 85, 86

Cotombia 1985, 86, 88

Costa Rica 1983, 85, 89 1980, 81, 82, 85, 87, 88, 89
Ecuador 1986, 88 1983, 85, 86, 88

El Salvador 1982

Guatemala 1983, 88

Guyana 1980, 81 1980, 81

Haiti 1987 1982, 83

Honduras 1989 1980, 81

Jamaica 1980, B1, 82, 83, 85, 87 1981, 82, 83, 84, 85, 86, 87, 88
Mexico 1983, 86, 87, 88, 89 1982, 83, 84, 85, 86, 89
Panama 1984, 87 1980, 81, 82, 83, 84, 85, 86
Peru 1980, 82, 83, 84

Uruguay 1984, 87, 89 1983, 85, 86

Venezuela 1989

Source: Taken from Frances Stewart, Protecting the poor during adjustment in Latin America and the Caribbean in the 1980s: How adequ-
ate was the World Bank response?, Development Studies Working Papers, No, 44, Turin, Italy/Oxford, United Kingdom,
Centro Studi Luca d’Agliano/Queen Elizabeth House, June 1992,

new power scheme. At the same time, high inflation
also has an impact on the social, political and econ-
omic structure: indeed, in some cases a spell of
hyperinflation served to break down resistance to a
particular political and economic order, both because
its redistributive effect took away power from the
sectors opposing this and also because it mobilized
social consensus in respect of a political option hold-
ing out the possibility of rescuing the economy from
the problem of hyperinflation, whatever its cost for
broad sectors of society and its long-term effects. In
these cases, hyperinflation represented a step towards
shaking the very foundations of the previous form of
development.

In a number of cases, however, transfers of
wealth have been a key element in the relationship
between economic stabilization and the formation of
an economic and political power structure. Both the
severe economic imbalances which characterized the
region from the mid-1970s onwards and the efforts at

stabilization formed a favourable context for intens-
ive movements of wealth.

This process went through various phases. It
began with the entry on the scene of the foreign
banks and the deregulation of various national bank-
ing systems. As from the second half of the 1970s,
there was parallel growth in the indebtedness of busi-
nesses and private sector holdings of financial assets,
in both foreign and national currency (table 5). The
overall growth in financial assets and liabilities con-
cealed contrasting situations: not all the agents had
the same access to credil or to the different types of
credit; table 6 provides evidence of this in respect of
a country which was a pioneer in financial liberaliza-
tion. The privileged access to credit enjoyed by some
entreprencurs or economic groups (the biggest ones,
and above all those with most links with the domestic
or foreign banking sysiem) gave them the possibility
of building up important economic conglom-
erates; in confrast, companies which only had access
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Table 5

LATIN AMERICA (SELECTED COUNTRIES): PRIVATE FINANCIAL ASSETS

(As percentages of the gross domestic product)

: Term, savings and Bank Other Total

Countries At end of foreign currency deposits financial financial
deposits abroad assets assets
Argentina 1976 3.1 4.5 4.8 12.5
1980 15.3 4.7 29 23.0
1990 8.1 253 8.6 42.0
Costa Rica * 1976 12.9 4.5 0.0° 17.3
1980 22,5 5.0 08" 28.3
1990 259 19.1 5.7° 50.7
Chile 1976 4.9 4.6 6.9 16.4
1980 99 4.1 15 21.5
1990 23.6 15.3 30.0 68.8
Mexico 1976 17.1 3.2 10.0 30.3
1980 17.0 3.7 10.3 31.0
1990 19.7 8.6 18.7 46.9
Venezuela 1976 18.8 54 6.7° 30.5
1980 24.3 20.2 7.8% 523
1990 25.5 34.9 32" 63.6

Sourece: Central Banks of the respective countries, International Monetary Fund (IMF), and Bank for International Settlements (BIS).

*Estimates based on IMF and BIS data,
® Does not include public-sector securities.

to expensive short-term credit were adversely af-
fected in their competitiveness and sometimes even
their very survival was threatened. Likewise, the
freeing of interest rates and of financial activity in
general gave rise to new sources of profit for the
agents with the greatest liquidity and access to a
broad range of financial investments. In proportion as
their financial assets increased, their portfolio deci-
sions took on extraordinary importance for economic
stability (such as the decision to take capital out of a
country or repatriate it).

The debt crisis represented a second stage in
the transfer of wealth. In this stage, the redistribution
of assets among private agents was accompanied by
a massive transfer from the public to the private sec-
tor. Through various expedients (exchange insur-
ance, tefinancing; guarantees, etc.) States assigned
large amounts of resources to private enterprises and
banks. In some cases, there was even nationaliza-
tion (or virtual nationalization) of companies and
banks that were in difficulties or were actually
bankrupt. At the same time, the private sector
continued to be the scene of intensive restruciuring
of wealth, encouraged by the crisis situation,

bankruptcies, financial and exchange market insta-
bility, and high and sharply changing rates of infla-
tion.

Finally, policies aimed at generating trade sur-
pluses or reducing inflation also influenced the dis-
tribution of wealth and income. These policies sought
to restrict liquidity, to tie down some nominal vati-
ables, and to reduce the public sector’s financing
needs. All of these measures had a substantial re-
distributive aspect: stabilization was by no means
“neutral” in terms of the structure of propetty, in-
come and power.

The control of liquidity is of course never com-
pletely uniform. For example, the Central Bank can
cut down financing to banks (or to certain banks or
certain banking operations) and to the Government,
while keeping up money issue through the purchase
of foreign exchange; in this way, it will be concen-
trating the creation of liquidity in certain export
groups or groups that have access to external capital.
Another measure to reduce liquidity taken in
1990 in Argentina and Brazil has even more ob-
vious distributive effects: it involves the compulsory
¢xchange of public debt paper or bank deposits, both
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Table 6

ARGENTINA: FINANCING PROVIDED BY THE FINANCIAL SYSTEM TO THE
MAIN PRIVATE.SECTOR DEBTORS, JUNE 1986

(Millions of Australes, and percentages)

" Total
In foreign At regu- Read_]us.table financing At free rate Total
currency lated rate credits on favour-
able terms *
Millions of Australes
80 largest private debtors 2400 400 300 3 100 220 3320
Rest of debtors 1100 3150 590 4 840 3 880 8 720
Total 3 500 3 550 890 7 940 4100 12 040
Percentages
80 largest private debtors . 72.3 12,0 9.0 93.4 6.6 100.0
Rest of debtors 12.6 36.1 6.8 55.5 44.5 100.0
Total 29.1 29.5 7.4 65.9 34.1 © 100.0
Total value of Employment Total debt
production (thousands {millions of
(millions of of jobs) Australes)
1984 Australes)
Total manufactoring sector 3989, 13735 4 389
51 private industrial firms ° . 520 772 1939
Percentage of total 13.0 5.6 442

Source; Prepared on the basis of data from the Central Bank of the Argentine Republic and the 1985 National Economic Census by the

National Instltute of Statistics and Censuses (INDEC).

® Foreign-currency financing was long-term, at prevailing international interest rates, and was generally covered by advantageous exchange
insurance facilities; regulated rates were usually negative in real terms, while readjustable credits offered substantially more attractive

terms and costs than those prevailing on the market.

* Included among the 80 biggest private debiors of the financial system.

of which were of a very short- term nature and had
free interest rates, for other  financial assets with
longer terms and lower yields. This measure affected
numerous savers and creditors of the State, although
some of them were able to at least partially avoid the
effects of this measure.

Generally speaking, when efforts have been
made to control inflation this has involved fixing
some key prices such as the exchange rate, public
service tariffs, or nominal wages. If the rest of the
prices continue to rise for some time, however, the
“anchor” variables will gradually fall further and
further behind, and it is possible that there will be a
big change in relative prices, with its consequent
effects on the various agents.

With regard to the public accounts, the stabiliza-
tion programmes sought to reduce the operating
deficit and even attain a surplus with which to help
cope with the public debt burden and possibly also
other outlays connected with structural reforms (such
as the transition from a pension system based on the
even-handed allotment of benefits to another system
based on individual capitalization). Here, too, there
were substantial distributive effects, as we shall se¢
in section 4 below. In this sense, public expenditure
was not reduced in a homogeneous manner: basi-
cally social expenditure coniracted, whereas financial
expenditure increased. With regard to revenue, in-
come {rom direct taxes tended to fall, while that
from indirect taxes tended to rise. Once again, the
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privatization process was imporiant. The effects of
the decision to privatize on the distribution of wealth
were obvious, not only in terms of the relation be-
tween the public and private sectors, but also with
regard to the ownership structure within the private
sector itself. Foreign capital and local enterprises or
cconomic groups which were able to weather the
crisis on better terms and with greater liquidity or
access to credit were able to consolidate their posi-
tion within the country through the purchase ~often
at prices below their real economic value— of import-
ant natural resources and public enterprises.

In the final analysis, the stabilization processes
in which a number of countries have made substan-
tial progress have not been limited to the mere resto-
ration of some “basic macroeconomic balances” in
the fiscal and external accounts. The actual measures
taken have meant heavy transfers of income and
wealth and have tended to crystallize (or stabilize) a
new economic power structure.

Likewise, the stabilization of the political
scheme and the economic power structure seem to
have been essential elements in processes of price
stabilization. On this basis, with the prospect of high
profits, the most important private agents have in a
number of cases modified some forms of behaviour
which are of great importance in inflationary pro-
cesses, such as their decisions on levels of prices and
production, their activities in the exchange market,
and their conduct in respect of tax payments. 3

3. The relationship between
capital and labowr

A clear indicator of changes in the relationship be-
tween capital and labour is the evolution of the func-
tional distribution of income. Although figures are
not available for all the countries, and some of those
which are available may be rather inaccurate, the
general tendency points clearly towards a very
marked deterioration for wage-earners.

¥ In other words, these agents do not appear to have used
their virtual power of veto in respect of political and economic
decisions: “in order to maintain their status quo {the economic
elites] resort to varlous forms of pressure on the decision-
making centres of the public authorities, ranging from the
occupation of key posts in public regulation of the economy (o
the use of desiabilization of the curreacy and of domestic pro-
duction as ways of pressuring in favour of their interests”
(ECLAC, 1991a),

Tables 7, 8 and 9 show the evolution of the
shares of the different forms of primary income in the
gross domestic product. Between 1960 and 1989
there was a general increase in the part correspond-
ing to factor payments to the exterior, because of the
interest commitments on the external debt (table 7).
This element, which was frequently only marginal
during the 1960s, began to gain importance in most
of the countries towards the end of the 1970s, and in
the 1980s it increased considerably, due both to the
magnitude of the interest due and the real devalu-
ation in many countries.

The share of wage-eamers in the gross domestic
product, which had improved in general terms up to
the carly 1970s, suffered a marked deterioration in
the 1980s (table 8), to such a point that in the South-
ern Cone countries and Mexico it went down by
more than 10 percentage points. In the Southern
Cone countries, this deterioration dates from the mid-
1970s, when the military governments adopted lines
of action which were liberal in the economic field
and sharply repressive (especially with regard to
wage-earners) in the political sphere, There were no
significant changes in this tendency in the following
decade, in spite of the process of democratization;
thus, in the mid-1980s wage-earners received only a
little over 30% of the product (a figure which sub-
sequently went down still further in Argentina), com-
pared with over 40% in 1970. The severe
compression of the share of wage-¢arners was a cen-
tral element in the breakdown of the previous form of
development in those countries, which had been
pioneers in industrialization strategies based on the
domestic market and had reached a relatively high
degree of social homogeneity. Although it was not
always as marked as in those countries, the drop in
the share of wage-earners was generalized in Latin
America, especially during the 1980s. Among the
countrics for which information is avaijlable, it
retained its previous level only in Costa Rica and
Honduras. In all the other countries, the share of
wage-earners in the GDP at the end of the 1980s was
less than its 1970 value. ¢

" Some studies are underway on the situation in this respect
in mini-enterprises, which are not always reflected in the na-
tional accounts and in which there is both entrepreneurial in-
come and wage payments.
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Table 7
LATIN AMERICA: FACTOR PAYMENTS TO THE EXTERIOR
(Percentages of the gross domestic product, at market prices)
Countries 1960 1970 1980 1985 1989
Argentina 0.5 1.0 1.8 8.5 8.4
Bolivia -0.2 24 55 6.0
Brazil 1.0 3.8 6.0
Colombia 1.2 2.8 2.1 42 4.7%
Costa Rica 0.9 1.2 5.1 8.0 74
Chile 1.9 2.7 4.0 12.1
Guatemala 28 2.4 4.1 3.2
Honduras -2.0 3.2 6.3 5.1 5.0
Jamaica 7.7 5.5 7.6 13.2 12.5
Mexico 0.9 1.8 33 54 55°
Paraguay 1.1 1.2 30 23 1.2
Uruguay 0.5° 11 1.7 8.2 51°
Venezuela 82 53 28 6.4 8.4
Source: ECLAC, on the basis of official data.
2 1988,
1965,
Table 8
LATIN AMERICA: REMUNERATION OF WAGE-EARNERS
(Percentages of gross domestic product, at market prices)

Countries 1960 1970 1980 1985 1989
Argentina 347 40.9 315 3.9 24.9
Bolivia 363 34.0 34.1 323
Brazil 342 351 36.3
Colombia 344 39.1 41.6 40.6 379°
Costa Rica 45.5 46.9 49.5 46,7 483
Chile 40.5 42.7 381 33.0
Guatemala 29.7 308 28.7 28.4
Honduras 42.1 41.4 43.8 454 433
Jamaica 48.5 501 50.9 437 44.0
Mexico 31.2 357 36.0 28.7 2597
Paraguay 35.8° 344 34.8 3.0 274
Uruguay 395 45.8 30.8 315 3347
Venczuela 45.4 40.6 414 352 335
Source: ECLAC, on the basis of official data,
* 1988,
b 1965,

The increase in factor payments to the exterior
was not the only element behind the drop in the share
of wage-earners, and in a number of countries it was
not even the main element, Thus, in spite of those
payments, the share of the gross operating surplus
received by citizens of the country increased in most

of the countrics in question, in some cases to a very
substantial extent (table 9). Outstanding in this re-
spect are the cases of Argentina, Uruguay and Vene-
zuela (especially compared with the values of the
carly 1970s) and those of Mexico and Paraguay in
the 1980s.
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Table 9

LATIN AMERICA: DOMESTIC OPERATING SURPLUS

(Percentages of gross domestic product, at market prices)

1980 1985 1989

Countries 1960 1970

Argentina 56.2 47.3 583 52.4 60.2
Bolivia 58.4 - 559 51.0 52.6

Brazil 48.8 515 48.6
Colombia 58.1 50,7 46.3 44.8 46.3%
Costa Rica 422 40.8 33.7 318 316
Chile 48.4 44.0 458 42.1
Guatemala : 59.3 58.4 60.6 61.3
Honduras 50.6 45.4 393 378 40.5
Jamaica 354 36.0 334 3.9 28.4
Mexico 63.7 5.7 53.0 56.5 5967
Paraguay 57.5° 55.8 56.0 61.9 64.4
Uruguay 524 39.7 53.8 47.0 45.7°%
Venezuela 39.5 48,7 527 51.9 549 .
Source: ECLAC, on the basis of official data.

1988,

b 1965

Were these phenomena short-term developments
resulting from the recessive adjustment and the high
level of unemployment which it caused, or are they
rather the lasting result of a new relationship of
forces and a new manner of functioning of the econ-
omy? It would seem that the latter is the case, not
only because of the generalized nature, duration and
magnitude of the phenomena, but also because they
were particularly marked in countries (such as Chile
and Mexico) which seem to have advanced furthest
in the establishment of a new and stable form of
development. It was not just a question of a decline
in the share of wage-earners in income: there was
also a change in the whole structure of employment,
in which the occupations of highest productivity,
with the greatest trade union presence, such as em-
ployment in industry, suffered a decline, while there
was an increase in employment —often of an informal
nature- in lower-productivity sectors such as agricul-
ture and services (table 10). Furthermote, in addition
to this evolution of primary income, there were other
changes which tended to have a structural effect on
the capital-labour relationship, such as changes in
legislation aimed at securing greater “labour flexi-
bility”, doing away with the indexing of wages in
respect of inflation, and weakening the power of the
trade unions. Finally, mass consumption does not

seem destined to be an important force of dynamism
in the new form of development. This topic will be
taken up again later when we deal with the challenge
of equity in the new development scheme.

4. The public sector

The role which the State and public enterprises
played in the previous form of development has been
severely questioned. At the level of ideas, it has
come under attack from neoliberalism, while in the
field of economic management, the fiscal difficulties
associated with the debt crisis have limited the
State’s capacity for action. Nevertheless, the public
sector cannot cease t0 have a decisive influence in
the task of establishing and regulating a stable form
of development, especially through its capacity for
applying regulations, its fiscal and macroeconomic
policy, and its capacity for generating transfers of
wealth and income.

The fiscal emergency and the way it has been
tackled have seriously affected the role of the State in
the countries of the region, especially with regard to
the pursuit of equity and of some degree of social
homogeneity, With regard to the tax structure, as al-
ready noted, the incidence of direct taxes has gone
down, while that of indirect taxes has increased



20

CEPAL REVIEW No. 48/ Decenber 1992

Table 10

LATIN AMERICA: STRUCTURE AND EVOLUTION OF EMPLOYMENT
AND PRODUCT PER PERSON EMPLOYED, BY SECTORS
OF ACTIVITY, 1960-1985 .

o Annual average growth rates (%)
Sector of activity

Percentage structure

1985

1960-1970  1970-1980  1980-1985 1960 1970 1980
A, Employment
Total 2.0 2.6 2.8 100.0 100.9 100.0 100.0
Agriculture 0.2 1.1 2.7 50.2 42.1 36.2 36.0
Industry ° 34 2.7 0.7 18.2 20.8 20.9 17.5
Services ° 36 4.1 4.5 31.6 37.1 429 46.5
B. Product per person employed
Total 33 29 -1.8 54 75 100 91
Agricultute * a1 2.4 0.4 18 25 31 32
Industry® 2.4 2.9 0.5 109 138 183 188
Services ° 1.9 1.9 3.8 80 97 117 96

Source: Estimates prepared by the ECLAC Statistics and Projections Division on the basis of census data, household surveys, and offi-

cial national accounts data of the countries.
® Includes agriculture, hunting, forestry and fishing,

® Includes mining, manufacturing, electricity, gas, water and construction,
¢ Includes transport and communications, commerce, and personal, social and community services.

(table 11). This tendency may be interpreted as the
tesult of emergency policies designed to tackle ur-
gent fiscal needs through a deficient system of tax
collection in a context of high inflation: it would ap-
pear that preference has been given to the taxes
which are easiest to collect, regardless of whether
they are progressive or regressive. However, this
tendency may also be due to an option less affected
by the pressure of circumstances, since it has also
been observed in countries which did not suffer from
such urgent needs (such as Chile), and in a number of
countries it seems to have persisted even after
relative relief of their fiscal situation.

In the area of current expenditure, in almost all
the countries there was a marked reduction in those
outlays connected with social welfare (education,
health and housing), thus further heightening the ef-
fects of the adverse primary distribution of income
for the poorest groups. This drop has not been due to
a generalized reduction in public expenditure, but
rather to the restructuring of the latter to cope with
the higher external and domestic interest payments
and the subsidies given by governments in various

ways to private enterprises and banks affected by the
crisis (table 12). The same reason is behind the con-
siderable drop in public investment, which has natu-
rally had repercussions on the maintenance and
development of the infrastructure and the quality of
public services. There has thus been a tendency to-
wards the disappearance of an instrument of social
incorporation and economic dynamism which had
been of major importance in the former development
model.

The countries considered to have been most suc-
cessful in establishing the new form of development
clearly display some of the features in question, but
they also display some important special features.
With regard to the tax structure, there has been a
notable reduction in direct taxes and in the income of
the public social security system (especially in
Chile); however, these reductions have been offset by
the evolution of indirect taxes and non-tax income >

51t should be noted that the direct taxes paid by public en-
terprises which exploit natural resources are considered to come
within this category.
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Table 11
LATIN AMERICA: EVOLUTION OF THE TAX STRUCTURE, 1980-1989

(Percentages of gross domestic producr)

. Direct Indirect Social Non-tax Total current
Countries Year . . .
. laxes taxes . security income income
Argentina ® . 1980 4.5 12.1 5.2 3.4 25.2
(general government) 1985 © 35 124 5.7 "33 24.9
’ -7 1988 3.3 ' 10.6 57 2.5 22.1
Bolivia * ' ‘ " 1980 1.7 ‘ 8.3 <N U 146
(general government) 1985 03 113 1.8 0.9 143
o : 1987 0.8 15.0 2.5 ' 1.5 19.8
Brazil * - 1980 34 14.5 6.3 24.2°
(general government) 1985 : 4.8 12 - 5.5 2L.5° .
: 1988 40 10.3 48 19.1°
Colombia ® 1980 . 28 53 1.5 0.5 10.1
(central government) 1985 3.2 5.4 1.5 0.5 10.6
1988 3.5 6.0 1.6 1.8 12.9
Costa Rica® 198¢ 3.0 10.7 6.6 4.5 4.8
(general government) 1985 3.2 13.0 6.8 2.3 253
. 1987 3.0 13.2 7.1 2.1 254
Chile * 1980 5.4 13.4 56 85° 32.9
{general government) 1985 31 17.1 24 6.0 28.6
1988 25 15.2 1.7 12.3¢ 317
Ecuador ° 1980 ' 1.8 1.5 2.8 8.0f 20.1
{general government) 1985 . . 1.6 71 23 1371 24.7
_ . 1987 . 9 8.0 23 66" 188
El Salvador * 1980 34 7.7 0.5
(central government) 1985 24 9.5 1.4
1989 24 5.3 0.3
Guatemala * 1980 1.5 8.6 1.3
(central government) 1985 1.4 6.1 L9
1989 2.3 1.2 2.0
Haiti * 1980 L5 7.8
(central government) 1985 1.9 8.7
& - 1987 1.7 8.3.
Mexico 1980 5.8 5.5 28 471f 18.8
(central government) 1985 42 59 24 74f 199
1988 4.9 6.4 2.4 52t 18.9
Nicaragua * 1980 31 15.1 2.1 30 23.3
(central government) 1985 57 21.4 4.5 52 36.8
1986 6.4 20.9 3.9 5.6 36.8
Paraguay * 1980 2.0 6.7 1.4 1.0 L1
(central government) 1985 1.6 5.5 1.0 1.5 9.6
1988 1.6 5.6 L3 1.2 9.7
Pera ® 1980 5.0 10.9 1.8 23 20.0
(central government) 1985 1.7 11.2 L6 2.3 16.8
1987 2.2 6.8 20 04 11.4
Dominican Republic * 1980 2.8 1.7 0.5 3.2 14.2
(central government) 1985 24 85 0.4 Lo 123
1988 29 10.6 0.6 22 16.4
Uruguay * 1980 3.2 12,6 5.2 1.2 223
(central government) 1985 2.5 12.0 53 0.9 20.6
1988 3.0 12.6 6.2 1.4 234
Venezuela * 1980 2.9 5.5 1.7 20.1 % 30.2
(central government) 1985 38 6.2 0.8 16.7¢8 27.5
1988 2.7 2.9 0.8 12,78 19.1
* Source: International Monetary Fund (MF), Government Finance Statistics Yearbook, Washington, D.C.
* Source: ECLAC/UNDP Regional Fiscal Policy Project, Santiago, Chile.  °‘Tax income only. 4 Includes direct taxes on copper.
®Source: Central Bank of Ecuador, National Accounts of Ecuador, and IMF. fIncludes direct and indirect taxes on

petroleum. &Includes direct 1axes on petroleum.
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Table 12
LATIN AMERICA: EVOLUTION OF PER CAPITA CENTRAL
GOVERNMENT EXPENDITURE IN SELECTED AREAS
(Indexes: 1980-1981=100)

Social  Total social Current Total Capital

Country Year Education  Health secutity expen- financial expen- . expen-
and housing  diture payments & diture diture
Argentina b 1987 96.8 93.8 88.0 91.0 153.4 106.8 84.8
Bolivia 1989 5712 48.9 425.3 79.2 58.3 724 162.0
Brazil 1988 174.5 131.7 91.6 104.5 8278° 148.3 67.8
Costa Rica 1989 771 101.9 168.4 103.8 207.7 109.3 93.7
Chile 1988 718 87.9 89.6 85.1 1 359.0 1222 143.5
Ecuador 1987 78 127.1 210.6 86.9 216.9 96.8
El Salvador 1989 477 43.4 48.8 46.8 98.0 51.0 19.6
Guatemala 1989 1209 833 104.1 104.8 184.3 753 25.0
Mexico 1988 66.5 85.0 579 63.4 576.2 129.6 41.6
Paraguay 1987 73.4 57.6 100.2 86.8 312.4 81.7 98.2
Peru 1987 57.6 578 134.2 743 42.1
Uruguay 1987 87.1 92.1 94.4 93.3 1104.5 101.4 80.0
Venezuela 1986 89.7 100.3 60.4 84.4 278.7 93.1 79.7

Source: International Monetary Fund (IMF) and ECLAC/UNDP Regional Fiscal Policy Project, Santiago, Chile.
* Interest paid by the government, plus the quasi-fiscal Central Bank deficit, The latier element is not included in the cases of El

Salvador and Guatemala.
b Refers to general government.
¢Includes monetary readjustment.

(table 11). The most noteworthy cases are those of
the countries which export petroleum or copper
through public enterprises. The income derived from
such enterprises varies (depending on the countries
and years in question) between 25% and 65% of
total current public income and partly explains the
relatively high share of such income in the gross
domestic product of those countries. The higher le-
vels of current public income naturally gave those
countries greater leeway in the crisis, and the
ptessure to generate high trade surpluses had less dis-
ruptive effects in them than in the majority of the
countries.

With regard to public expenditure, the countries
considered as having been most successful sharply
reduced their real per capita social expenditure (table
12), but the increased payments of interest (domestic
and external) and the financial transfers contained in
the quasi-fiscal deficit meant that total per capita
public expenditure increased in real terms in the
1980s. Another important element, especially in the

case of Chile in the mid-1980s, was the recovery of

public expenditure on investment: a circumstance

which coincided with the general recovery in the pro-
duct and investment. 6

Privatization processes have come to be a phe-
nomenon of great importance in most of the Latin
American countries, especially those seeking to es-
tablish a new form of development in which entre-
preneurial activities are to be concentrated in private
hands. This wave of privatization has been propelled
by the debt crisis and the fiscal problems already
referred to: in @ number of countries the resources
obtained through the sale of public enterprises have
greatly helped in coping with interest paymenis, and
when many of them were forced to resort to morato-
ria, there was a tendency to compensate the creditor
banks by selling off public enterprises through the
debt conversion system.

%In the case of Chile, public sector investment (govern-
ment and State enterprises) rose from 4.7 percentage points of
GDP in 1982 to 8.0% in 1987; in achieving this, the country en-
joyed strong support from the multilateral financial agencies.
See BCLAC, 1990b.
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However, the privatization of public enterprises
has not had as its only objectives those of providing
resources for the State or reducing the external debt,
in spite of the importance which these aspects have
assumed in a number of countries. Tt has also been
seen as a suitable way of attracting foreign capital,
increasing investment, and improving efficiency in
the production of goods or the provision of ser-
vices. It has also been put forward as the only way of
improving the often unsatisfactory functioning of
such enterprises, considered to be an inherent feature
of them when they belong to the State. This latter
argument is sometimes unfair, however, since public
enterprises have often been “sacrificed” by macro-
economic policies or policies aimed at the indirect
distribution of subsidies: thus, charges for public ser-
vices were reduced in real terms as part of an anti-
inflationary policy or one aimed at providing trans-
fers (or else serious lags in payment were tolerated in
respect of both public and private users); they were
obliged to enter into external indebtedness when in-
ternatiopal reserves were required, but subsequently
excluded from the exchange rate insurance granted to
the private sector; and resources were taken away
from them for the purpose of making investments in
connection with the fiscal and external adjustments.
In these circumstances, it is hardly surprising that
public enterprises register deficits (the really surpris-
ing thing is that this has not always occurred in all
cases), or that a ptivatization process which frees
them of all these burdens and establishes high scales
of charges rapidly causes them to produce substantial
profits.

Thus, the discussion concerning privatization
processes has been obscured by the fact that it has
been focussed on the question of the deficit of public
enterprises, considered to be undeniable proof of
their inefficiency. Not only has the problem of these
deficits not been considered in all its aspects, but the
concept of efficiency also only makes sense in rela-
tion to a particular objective, which privatization
may change. Indeed, either because of privatization
processes or because the activities of private enter-
prises are progressively displacing the public sector
in such areas as education, health, social security,
housing or communications, we are witnessing in
some cases the abandonment of the idea of public
service and its replacement by that of commercial
operations aimed primarily at the middle and high
income sectors,

However, in the countries which have gone fur-
thest in this new form of development —which, as we
have seen, depend for the soundness of their public
and external accounts on the activities of big State-
owned export enterprises— such enterprises have so
far been excluded from the privatization plans.

Finally —and this is rather paradoxical for a form
of development which ardently supports “privatiza-
tion” against “Statism”-, the countries which have
progressed furthest with this new form do not display
a reduction in the “size”-of the State, as measured by
its income 7 or by its expenditure, as a proportion of
the gross domestic product. Moreover, although they
have carried out major processes of privatization of
service companies, they have retained within the
public sector the main companies producing export-
able goods, and these continue to form one of the
main bases of public income. 8

5. The form of incorporation in the
international economy

Changing the form of incorporation in the interna-
tional economy is & key element in building a new
form of development. Trade openness is seen as the
acid test of the efficiency of economies and the main
means of improving their competitiveness. The ex-
pansion of exports needed in order 10 cope with ex-
temnal payments must also serve as the motor for
growth in an economy where the domestic market is
losing its vigour, except in the high-income seg-
ments. With regard to imports, it is claimed that ex-
ternal competition must keep inflationary pressures
in check and give a new climate of efficiency to local
production. The need to compete in order to win ex-
temal markets and maintain the position in the do-
mestic market is claimed to be the necessary
incentive for the modernization and restructuring of
local production. There will be companies which will
go bankrupt and sectors of production which will
have to be abandoned, but this is seen as part of an
indispensable process of “creative destruction”
(Pérez, 1991). '

"On the contrary, it is these countries which display the
biggest “fiscal pressure” in the region, if this is taken to include
the fiscal income deriving from State enterprises.

 This confirms the inappropriateness of discussing the
economic function of the State merely in terms of “much” or
“little” State, as if the State were a homogeneous and divisible
substance which, if injected in large quantities, would give rise
to a "Stalist” economy, and in modest doses to a “private”
economy.
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With regard to capital movements, special im-
portance is assigned fo foreign direct investment, as a
means of increasing overall investment, introducing
technology, and opening up new markets. As well as
the need for a context of political and economic sta-
bility, it is held that there must be a legal framework
which favours the entry of capital, which means in
particular providing guarantees in tespect of sending
profits abroad and repatriating capital. In a number of
countries, new opportunities have also been opened
up for this capital through capitalization of the exter-
nal debt, privatization of public assets, and access to
natural resources. : S

Latterly, the region has received significant
amounts of foreign capital which, together with a de-
cline in external interest rates, gave rise to a positive
net transfer of resources in 1991, measured in current
dollars, for the first time since 1982. The nature of
these resources is no longer the same as in the 1970s,
since voluntary bank credits continue to be few and
far between, The two main sources are involuntary
bank lending due to arrears in debt servicing (which
are of substantial magnitude in the cases of Argentina
and Brazil) and. foreign investment, which has
reached considerable levels in Chile and, more re-
cently, in Mexico and Argentina, It should be noted
that these new capital flows are concentrated in only
a few countries: in 1990 and 1991, just three coun-
tries (Mexico, Argentitta and Chile) received almost
three-quarters of the net capital flow. Consequently,
although these capital inflows reduced or reversed
the negative outward transfer of resources in some
countries, in others this still continues.

The reduction in outward transfers has permitted
a number of countries to reduce the stringency of
their efforts to adjust their external and public ac-
counts, although this may be only a temporary situ-
ation in this respect (privatization processes, for
example, only have effects for a short period of
ti'me). At all events, however, in these cases this re-
duction has played an appreciable part in reducing
inflationary tensions and favouring a recovery in the
level of activity, ‘

In counities which currently lead the way in
adopting a new form of development, such as Chile
and Mexico, the flow of external capital has played
a prime role. During . the 1980s, Chile received sub-
stantial official credits which supported its econ-
omic recovery after the severe crisis of 1982-1983.

Subsequently, growing importance was assumed by
private capital: up to the end of the 1980s, capital
entering the country in response to the advantages
provided by the external debt capitalization systems
played the dominant role in this respect, while in
the early 1990s short-term capital and new foreign
direct investments began to be significant. In Mexi-
<o, the new inflow of capital came somewhat later,
but it was on a very substantial scale. A change in
the economic and political prospects at the end of
the 1980s favoured the return of flight capital, and
this was followed by a wave of direct and portfolio
investments connected, inter alia, with the privatiz-
ation of the banking system and other public enter-
prises.

In this way, there has been a change in the
composition of foreign capital in a number of
countries of the region, especially the two just
mentioned. The contraction of the net flows of
bank credit in the 1980s -and the various mechan-
isms adopted in order to reduce bank debt, includ-
ing conversion of the debt into capital and global
agreements such as the Brady Plan, reduced the
weight of external indebtedness from private sour-
ces compared with debt owed to official sources
and the growing foreign direct investment. The ef-
fect that these changes will have on the balance of
payments is pot immediately clear. Bank debt re-
duction agreements under the Brady Plan are
usually accompanied by an increase in official in-
debtedness and cash disbursements, and even though
the final result is normally smaller indebtedness
and/or lower inlerest rates on the outstanding bal-
ance, the maturities of the remaining debt are more
difficult to restructure and it is less feasible to resort
to arrears in interest payments. Reduction of the in-
terest due does not necessarily mean lower debt ser-
vicing. Moreover, foreign direct investment will
probably generate a flow of profits, and a numerical
exercise effected for the Chilean case suggests that
this flow may reach significant levels (table 13).

In Chile-and Mexico, the inflow of foreign capi-
tal seems to be in line with the long-term prospects
associated with the options for their insertion in ex-
ternal trade adopted by these two countries. In the
case of Chile, there has been a steady expansion in
the volume exported. Thus, at constant 1980 values,
exports represented 12.6% of Gpp in 1970, 23.1% in
1980, and 33.2% in 1990. In Mexico, the respective
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Table 13

CHILE: FOREIGN DIRECT INVESTMENT (FDI). ESTIMATED LEVELS
o 1983-1991 AND PROJECTION FOR 1992.2000 °

(Annual averages, in millions of dollars)

Hypothesis of sustained profits Hypothesis of decreasing profits

1983-1990 1991-1995 1996-2000 1983-1990 1991-1995 1996-2000

Flow of Fp1° 963 1 537 1583 963 1226 803
Capital entry under DL 600 34 5 5 34 5 5
Capital entry under Chapter XIX | 406 8 19 406 8 19
Other 180 661 1139 180 491 536
Reinvestment of profits

under Chapter XIX 343 863 420 343 721 242
Total cumulative FpI A

at end of period ° : 9382 17 067 24 983 9 382 15510 19 523
Chapter XIX - 5992 10 347 12 542 5992 9 637 10 944
Other 3390 6719 12 441 3390 5873 8 579
Profits obtained 774 2793 4 340 774 2020 2215
Profits drawn 239 1376 2538 239 988 1 367
Profits obtained on

curnulative FDI (%) 218 218 218 21.8 16.6 13.0
Profits drawn on

cumulative FDI (%) 8.6 10.1 128 8.6 1.6 8.0
Profits drawn on FDI

under Chapter XIX 2 873 1588 2 627 920
Profits drawn on other FDI . 239 504 949 239 362 447
Profits drawn on accrued profits (%) 308 49.3 585 308 489 61.7
Profits drawn on flow of FDI (%) 24.8 89.6 160.3 248 80.6 170.3

Source: Prepared on the basis of data from the Ceniral Bank and the Foreign Investments Committee of Chile and the US Department
of Commerce.

® The limitations of the availabie statistics on foreign direct investment in Chile make it necessary to formulate hypotheses on the profits
made and those reinvested. For the period 1983-1990, the reinvestment of profits obtained or FDI other than that effected under Chapter
XIX was estimated from data for United States companies (US Department of Commetce, Survey of Current Business, Washington,
D.C., various issues). The profits generated were inferred from the remittances of profits effected and the reinvestment hypotheses.
For subsequent years, two hypotheses were used: one assumed the confinuation of the average rate of profits estimated for 1983-1990,
while the other assumed a gradual decline to lower rates of profitability. In all cases it was assumed that the same rate of profitability
also applied for FDI effected under Chapter XIX. For the period 1991-1999, It was assumed that 20% of the profits accruing on FDI
under Chapter XIX and 50% of those accruing under other forms of FDI were reinvested.

® Figures based on balance of payments data, which register net FDE and do not include credits associated with FDI. Conversions under
Chapter XIX were registered in this exercise (unlike the official figures) at a discount of between 15% and 5%.

¢ The starting point was the cumulative FI up to the end of 1973, according to the figures of the Foreign Investments Committee of
Chile; devaluation of foreign capital was not taken into account.
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Figure 2 Figure 3
MEXICO: EVOLUTION OF EXPORTS, CHILE: EVOLUTION OF EXPORTS,
1970, 1980 AND 1989 1970, 1980 AND 1989
{Billions of dollars) (Billions of dollars)
25 [*}
Medium-and high-technology
8 manufactures
Medium- and high-technology ""-Low-technology manufactures
20 manufactures
7
H Low-technology manufactures 6 Natural-rescutrce-intensive
157 S manufactures
Natural-resource-intensive 5
manufactures
m
10
Fuels H
5 21 Foodstuffs and raw materials
...... Foodstuffs and raw materiats "

1970 1980 1989

Source: Estimates on the basis of primary data from the Latin
American and Caribbean External Trade Data Bank
{BADECEL). Statistics and Projections Division, ECLAC.

Note: The classification was effected on the basis of the Standard
International Trade Classification (SITC) at the three-digit
level, in line with the criteria used by ECLAC in Ef comercio
de manafacturas de América Latina: Evolucidn y estruc.
tura 1962-1989 (LC/R.1056, Santiago, Chile, September
1991) and in Intraindustry Trade: a Comparison between
Latin America and some Industrial Countries (LC/R.1101,
Santiago, Chile, Statistics and Projections Division,
November 1991).

values were 10%, 11.8% and 22.6%. ? In the case of
Mexico, oil exports assumed notable importance as
from 1980, but subsequently there was also a signi-
ficant increase in exports of manufactures, espe-
cially those of medium and high technological
content. The growth in Chile’s exports, in contrast,

¥ These increases, although noteworthy, are by no means
an isolated phenomenon in Latin America: even if Chile and
Mexico are excluded, the region exported the equivalent of
15.3% of its gross domestic product in 1980 and 20.6% in 1990
(at constant 1980 values).

1970 1980 1983

Source: Estimates on the basis of primary data from the Latin
American and Caribbean External Trade Data Bank
(BADECEL). Statistics and Projections Division, ECLAC,

Note: The classification was effected on the basis of the Standarc
International Trade Classification (SITC) at the three-digi
level, in line with the criteria used by ECLAC in £{ comercic
de manufacturas de América Latina: Evelucidn y estructu
ra 1962-1989 (LC/R.1056, Santiago, Chile, Septembe
1991 and in Intraindustry Trade: a Comparison betwee
Latin America and some Industrial Countries (LC/R.1101
Santiago, Chile, Statistics and Projections Division
November 1991).

has been based mainly on the country’s natural re
sources (figures 2 and 3). In both cases, special i,
portance is assigned to the trade integratio
agreements with the United States. For Chile, th
corresponding agreement is a reassertion of its aim ¢
exporting to the developed countrigs, even though tk
United States is not currently its main market (pu
chases by Japan or the European Community ai
more important). For Mexico, whose trade with tt
United States already accounts for two-thirds of i
total external trade, the North American Free Trac
Agreement is seen as a decisive step forward in :
outward-jooking development strategy.
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The challenges of the new form of development

The Latin American and Caribbean countries are
seeking to shape a new form of development in these
early years of the 1990s. Their efforts in this respect
are at very different stages of progress. At one ex-
treme, a few countries have managed to exceed the
levels of per capita production of the early 1980s,
have inflation under control and possess high levels
of reserves, have significantly increased the percent-
age of their gross domestic product which they use
for investment (although these percentages are still
not very high), while their democratic processes
show an appreciable degree of consensus and sta-
bility. At the other extreme, some countries are still
struggling to stabilize their economies, still register
low levels of capital accumulation, are only at the be-
ginning of the process of reform of their institutions,
and their democratic processes are subject to greater
tensions.

The first-named countries seem to be on the
threshold of consolidating a new form of develop-
ment. As a result of the processes of institutional and
macroeconomic reform of the 1970s and 1980s, they
have inherited high percentages of the population in
a situation of poverty, heavy concentration of income
distribution and distribution of property, and econ-
omic dynamism closely linked to export growth.
They must therefore consolidate their advances in
democracy with greater equity, raise investment, and
maintain their export growth and the macroeconomic
balances obtained, within an international context
which simultaneously offers relief and difficulties in
connection with their economic policy.

The rest of the countries face the prospect of
having to repeat the reform process of the first-
named countries and having to solve major queries.
On the one hand, since their economies generally
display substantial differences from those of the first-
named countries, and since changes have taken place
in the meantime in the international context, the
question arises of whether the policies required
should not now be different. On the other hand, the
question arises of whether the lessons of the 1980s
can show them how to avoid the high costs in terms of
equity and growth paid by the first-named countries.

In examining this set of challenges we shall
first of all analyse the sequence of the reform process

in both the macroeconomic field and in the struc-
tural and institutional area. We shall then analyse
the export process. In this respect, at least two
different export structures may be distinguished in
the first group of countries. We must ask ourselves
what their medium and long-term prospects are,
and how far these processes can be repeated in
other countries. At the same time, in the short term
the greater financial openness and the new in-
ternational context are raising difficulties in re-
spect of the export effort and the macroeconomy,
and these must be explored. Next, we shall analyse
the process of capital accumulation, which should
be led by the private sector in the new context,
although it is nevertheless essential to examine the
scope and specific features of public action in this
field. Finally, a review will be made of the conse-
quences these reforms may have for equity, analys-
ing both the experience of the countries which
were pioneers in this field and also the possible
repetition or modification of such experience in
other countries.

1. The consistency of the reform process

There is a high degree of consensus among govern-
ments regarding the need to make reforms at the
macroeconomic and institutional levels. In general
terms, there is consensus on the need to maintain the
macroeconomic balances and deregulate markets.
The picture is not so clear, however, with regard to
the timetable and scope that those reforms should
have. The changing international scene raises con-
tinual challenges even for the countries which have
progressed furthest in this process. Deciding on a
timetable for reforms, clarifying their scope, and pro-
viding mechanisms to facilitate adaptation are cur-
rently major challenges in the establishment of a new
form of development. In this respect, there is back-
ground information from recent years, together with
theoretical proposals, which it seems wotth compil-
ing. For analytical reasons, we shall first present a
sequence of reforms for the macroeconomic area, .
and then another sequence for the institutional -
arca, followed by an analysis of the interrelations
between them, -
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'The macroeconomic sequence would begin with
a recessionary adjustment and stabilization, followed
by a recovery in the level of activity. which would
subsequently be transformed into true growth, culmi-
nating in the distribution of the latter’s benefits, The
adjustment involves the classic measures already
referred to for controlling domestic demand. It
should make it possible both to cope with external
payments and at the same time reduce inflationary
pressures. Once this has been achieved, progress
could be made in recovery, on the basis of the factors
of production which were not destroyed but remained
unused during the depression in the previous stage. In
order for this recovery to be viable, however, it must
be led by export growth or, in the absence of this,
promoted through the inflow of capital; otherwise, a
situation of strangulation could arise at the level of
the balance of payments due to payments for external
financial services or to the foreseeable recovery of
impotts, once the lowest point in the depression has
been overcome.

When a situation of almost full employment of
the existing resources is reached, the next step is
growth based on the extension of production capacity
through capital accumulation and the incorporation
of technological progress. In order for the necessary
increase in investment to take place, this stage would
require a high rate of (external or internal) saving and
the prospect of high profitability for capital, so that it
would be advisable to postpone significant improve-
ments in wage-earners’ income. This latter element
would be in keeping with a scheme in which exports
form the dynamic nucleus: it would provide a “spuri-
ous” but nevertheless initially very useful form of
competitiveness, avoid pressures on trade in basic
consumer goods (by maintaining exportable sur-
pluses or avoiding higher imports) and, in view of the
subordinate place occupied in the growth strategy by
the domestic market for such goods, it would not
affect overall growth,

Finally, the growing prosperity would extend to
ever-wider social groups, both through the progress
that private enterprise would make towards true
competitiveness which would enable it to improve
wages, and through the action of the State, which
would have more resources for tackling poverty and
expanding social expenditure, as well as for the
necessary incorporation of new technologies (expen-
diture on education, in particular). There will natu-
rally be some overlapping of the various phases in

this sequence, which all form part of an overall
strategy. In particular, many of the measures of a
structural or institutional nature will begin to be ap-
plied from the start and will aim to plot courses for
long-term development; they are ofien carried out
gradually and extend over various stages of the mac-
roeconomic sequence. This does not do away with
the distinction between successive stages, emphas-
ized by the reluctance of economic policy designers
and the political authorities to “anticipate” reactiva-
tion before they consider that the stabilization pro-
cess has been consolidated or to permit recovery of
wage levels before achieving sustained growth.

In the area of structural and institutional reforms,
some measures seem to be the subject of clear con-
sensus, at least among the governments of the region.
These measures are greater trade openness, deregula-
tion of markets for goods, greater labour flexibility,
and redimensioning of the State, especially through
the privatization of public enterprises. Deregulation
of financial systems and liberalization of capital
flows from abroad could also be added to this list,
albeit perhaps with a somewhat lower degree of con-
sensus.

The most appropriate sequence for these reforms
is a question which does not yet seem to have been
settled. Studies carried out or sponsored by the World
Bank in the 1980s (Choksi and Papagiorgiou (eds.,
1986) propose the following sequence: i) achicve fis-
cal discipline; ii) deregulate the labour market;
iii) liberalize trade in goods, including international
trade; iv) liberalize the domestic financial market,
and v) liberalize capital flows to and from the exte-
rior. This sequence would reduce the risk that liberal
reform processes might result in unsustainable imbal-
ances, as occurred in the Southern Cone of Latin
America in the early 1980s.

However, the structural reform processes as they
have actually been taking place in reality seem to
take advantage of available circumstances which are
favourable for certain reforms, regardless of their
place in a hypothetical planned sequence, Indeed, the
action of the multilateral agencies themselves, which
have furthered these reforms through their condi-
tioned financial aid, has been directed towards pro-
moting general liberalization at all levels without
trying to establish any particular sequence. More-
over, sometimes these agencies have approved
measures which are in contradiction to the first-
named point, such as assumption by the State of
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private external indebtedness and maxi-devaluations,
which have considerably affected the fiscal situation
in most of the countries.’

Consequently, in the area of structural reforms
there does not appear to be any clear desirable se-
quence, although the application of the central
measures is easier or more advisable during some of
the stages in the macroeconomic sequence. Thus,
greater flexibility in the labour field is facilitated dur-
ing the recessionary adjustment, when it may be
presented as a solution to unemployment and the
trade unions are in a weakened state. Trade and fin-
ancial openness, for their part, may act in support of
the stabilizing efforts in the same stage, in the first
case by discouraging price rises and in the second
one by favouring freezing of the exchange rate. How-
ever, this combination (delay in adjusting the ex-
change rate, external competition, economic
depression) may be too severe for broad sectors of
production, in which case it would be less costly and
more sustainable to progress with trade openness in a
context of economic reactivation. Another basic re-
form for this form of development, namely, privatiz-
ation processes, will play different roles in different
stage of the process: during stabilization, they will
provide fiscal resources at a time of low economic
activity and hence low fiscal revenues, though these
resources will be substantially smaller than those that
would be received in a context of recovery or
growth.

The question of the sequence to be followed
raises a number of other queries in addition to those
already noted. In the countries which have advanced
furthest in the reform process there are still some
doubts regarding the final achievement of changing
production patterns with equity. What has been ob-
served so far in these countries is a worsening of the
situations of inequity, and there is a risk that a form
of development which has not been aimed at social
integration right from the start will consolidate a pro-
foundly heterogeneous economy and society, instead
of leading to the progressive uniformity of conditions
of production and living.

In the other countries, this doubt is further com-
pounded by other unknown quantities, because of the
different economic structures and changes in the in-
ternational situation. In particular, it is by no means
clear that in these countries the sequence followed by
the nations which have advanced furthest in the pro-
cess will give the same fruits as regards the external

and fiscal balances. Since, in the countries which are
least advanced in the reform process (unlike the cases
of Chile and Mexico), expansion of exports and of
fiscal revenue are generally not liriked, the stabiliza-
tion stage presents greater difficulties: if there is re-
cession, it is very difficult to increase fiscal income,
yet without such recession it is not possible to gener-
ate a trade surplus to overcome the current account
deficit of the balance of payments. When priority has
been given to the achievement of trade surpluses in
such- countries through a recessionary adjustment,
this has given rise to an expansion of the money
supply which it has not been possible to absorb with
a fiscal surplus, thus aggravating inflationary press-
ures. The sale of domestic public debt instruments
has represented a short-term palliative, but it has
given rise to growing financial costs. Thus, in these
countries not only were the conditions for an external
surplus opposed to those for a fiscal surplus, but the
effects of the former made the prospects of the latter
ever more distant. The greater availability of foreign
capital which exists in the 1990s (including increased
recourse to involuntary financing) 1° opens up the
possibility of changing the sequence in question: to
some extent, it would make it possible to combine
reactivation with the adjustment by balancing the fis-
cal accounts with greater tax revenues and absorbing
the trade surplus in advance, It is equally true, how-
ever, that an excessive inflow of capital may worsen
monetary tensions and depress the real exchange
rate.

1 Prudence is called for, however, in appraising the likely
persistence of these capital flows. They have been due both 1o
domestic and external factors, some of which may only be of a
temporary nature. Among the domestic factors are certain op-
portunities for windfall gains opened up by the privatization
processes, the recovery of the stock exchanges and the relatively
high interest rates, in dollar terms, in a context of widespread
“exchange lag”. Among the external factors are the United
States recession and the ¢fforts made (o relieve it by the reduc-
tion of short-term interest rates. The domestic factors referred to
may be exhausted quite naturally: ar some time the most {nteres-
ting public assets will have been sold, the recovery on pre-
viously depressed stock exchanges will have been completed,
and there may be an exchange risk which will make domestic in-
terest rates less attractive, With regard to the low United States
interest rates, the likelihood of their persisteace is an unknown
quantity, in view of the disparities between short and long-term
rates in that country and between the United States and
European short-term rates, together with the persistence of
imbalances in the federal budget of the United States,
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Ultimately, the great challenges which must be
faced in this reform process consist of the estab-
lishment of links between the timetable and scope of
the reforms, on the one hand, and the international
situation and the features of the national economies
on the other. :

2. The export process

As already noted, the expansion of exports will be
called upon to play the role of the motor of growth,
by filling the vacuum left by the contraction in mass
domestic consumption. In addition to increasing im-
potts, greater domestic competitiveness should be
promoted. The challenges faced by this strategy are
different from one country to another, depending on
the type of specialization, the degree of progress
made in introducing the new form of development,
and the situation of each country vis-g-vis the
changes in the intemational context,

In the countries which have advanced furthest in
the new form of development, the inflow of capital
has meant a good deal of relief for their external and
fiscal accounts but has at the same time introduced
tensions into their economic policies which affect the
expott strategy.

In these first years of the 1990s, Mexico has re-
ceived over half the total net inflow of capital into
the region (US$28.5 billion in 1990-1991, of the
total of US$54.5 billion received by Latin America).
Thanks to this inflow, it has been able to cover a
growing current deficit and at the same time build up
its international reserves. An outstanding feature of
this evolution is the growth of the trade imbalance:
between 1987 (the year in which there was marked
opening-up of trade) and 1991, imports of goods
grew by 207% in value terms, while exports only
increased by 31%, and over this period of time the
country went from a merchandise trade surplus of
US$8.4 billion to a deficit of US$10.4 billion. An
element which is by no means alien to this evolution
is the persistent lag in the real exchange rate since
1987 (table 14). This evolution, made possible by the
inflow of capital, has been associated with an active
“crawling peg” policy designed to control inflation.
Although the prospects for Mexican exporis are fa-
vourable in view of the growth of investments and
the free trade agreement with the United States and
Canada, it will be necessary to evaluate the com-
patibility of this exchange policy and these capital

movements with the role of the motor of growth as-
signed to exports.

In the case of Chile, also, since 1988 there has
been a progressive lag in the rate of devaluation with
respect to the difference between domestic and inter-
national inflation (table 14); here, too, the inflow of
capital has played a major role in this evolution, In
Chile, however, the relative lag is much smaller than
that registered in Mexico, there has been no interrup-
tion in the expansion of exports, and the trade bal-
ance continues to be positive, all of which might lead
Lo doubts whether there really is an “exchange lag”.
Nevertheless, however, it still raises a dilemma for
economic policy. If the interest rate is reduced in
order to discourage the inflow of capital, the econ-
omy may overheat; if this is not done, this will tend
to depress the real exchange rate unless the govern-
ment takes measures to support it —as it has indeed
done to a certain extent— through the accumulation of
reserves, which leads to expansion of the money sup-
ply or domestic public indebtedness greater than
were desired. Ultimately, either inflationary pressures
are generated, or the State ends up by simultaneously
accumulating external assets and domestic liabilities
—through which it absorbs the money issue— paying
much higher interest rates on the latter than the rates
it receives in respect of the former.

Another question which is probably more de-
cisive for the development strategy is the composi-
tion of Chilean exports. At the present time, the
government shows some interest in gradually mod-
ifying the specialization in primary commodities by
incorporating products making more intensive use of
skilled labour and with higher technological content,
which give rise to more positive effects on the pro-
ductive system, preserve the environment more effec-
tively, and are less vulnerable to the deterioration of
the terms of trade. The question here is to what extent
the current macroeconomic circumstances —espe-
cially the tendency towards a progressive lag in the
level of the exchange rate— are favourable to this
diversification, especially in the absence of a selec-
tive export promotion policy.

For the other countries of the region, the export
strategy raises even more fundamental queries.
Above all, it may be asked whether the motive force
presented by exports is not too small or too partial to
propel certain countries along the path of sustainable
and harmonious development, or, in other terms, to
what extent the cases of new forms of incorporation
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Table 14

LATIN AMERICA (FIVE COUNTRIES): TRENDS IN
REAL EFFECTIVE EXCHANGE RATES *

{Indexes: 1987=100)

Countries 1987 1988 1989 1990 1991°
Argentina (WPI) 100 93 102 % 88
(CPI) 100 108 134 96 65
Brazil (WPI) 100 90 75 64 78
(CPI) 100 91 74 62 70
Chile (WPI) 100 116 108 114 107
(CPI) 100 105 99 102 96
Mexico (WPI) 100 83 80 80 72
(CPI) 100 81 75 73 65
Peru (CPI) 100 114 76 56 46

Source: ECLAC.

® These are averages of the effective exchange rates for exports and imports, calculated on the basis of the wholesale (WPI) or consumer

(CPI) price indexes.
b Provisional figures.

in the external economy referred to earlier (Mexico
and Chile) are models that can or should be imitated
by other Latin American countries,

Economic integration with the United States and
Canada, after the style of Mexico, may seem a natu-
ral form of evolution for Central American and Ca-
ribbean countries which already have a large part of
their trade concentrated on the United States. In some
of them, substantial outward-looking assembly indus-
trialization is being developed. Although this gives
rise to profound changes due to the boost it gives to
the formation of local businessmen and a trained la-
bour force, however, it has only limited effects on the
productive system as a whole and can hardly develop
structural or systemic competitiveness on its own. In-
deed, one of the main “exports” of these countries to
the United States consists of their own citizens who
enter that country legally or illegally, giving rise (o
financial movements and demographic, cultural and
political phenomena of considerable proportions.

Other countries, such as the members of
MERCOSUR and Chile, do not have such close links
with the United States, since their trade is much more
diversified. For these countries, the most important
trade development potential may not be with the

For Mexico, the free exchange rale was used.

United States, which in many lines of production is a
competitor rather than a potential purchaser, whereas,
in contrast, there are interesting prospects for develo-
ping trade among themselves. On the other hand,
neither can an export approach based on the Chilean
model —that is to say, an effort to base economic
growth on rapid expansion of natural resource-based
exports— be viewed as a model applicable to all situ-
ations. Even in the light of the substantial qualitative
effects that expansion of exports may have, it is
doubtful that exports can make up for sluggish do-
mestic demand, especially in the larger countries of
the region. Morecover, for a number of countries this
specialization would represent a reversal of the diver-
sity and complexity of the products exported (figures
4 and 5 show the cases of Rrazil and Argentina).

A second query concerns the linking up of
policies of greater openness and stabilization, which
is a particularly delicate matter for countries which
are passing through the first stages of the sequence
examined eatlier. In some countries, stabilization
policies have resorted to deliberate lags in the real
exchange rate, while in others (or the same countries
also), the inflow of foreign capital has worked in the
same direction. Thus, trade openness may give fewer
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Figure 4

BRAZIL: EVOLUTION OF EXPORTS,
1970, 1980 AND 1989
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Source: Estimates on the basis of primary data from the Latin
American and Caribbean External Trade Data Bank
(BADECEL). Statistics and Projections Division, ECLAC.

Note: The classification was effected on the basis of the Standard
International Trade Classification (SITC) at the three-digit
level, in line with the criteria used by ECLAC in Ef comercio
de manufacturas de América Latina: Evolucidn y estructu-
ra 1962-1989 (LC/R.1056, Santiago, Chile, September
1991) and in Intraindustry Trade: a Comparison between
Latin America and some Industrial Countries (LC/R.1101,
Santiago, Chile, Statistics and Projections Division,
November 1991).

fruits than expected, or they may be different from
what was hoped for. At least initially (except under
truly even-handed integration agreements), for the
Latin American countries greater openness means
reducing their own tariff and para-tariff barriers to
imports, without expecting the same thing tc occur in
their main markets, which on the contrary often
apply protectionist policies. The effects of unilateral
openness on exports are not clear. In order for ex-
pansion of exports to be of a sustained nature and to
have a favourable effect on the organization and
technological level of the economy as a whole, it
must be based on growing “systemic” competitive-
ness. This, for its part, calls for a considerable invest-
ment effort, not only in specific export-oriented areas

Figure 5

ARGENTINA: EVOLUTION OF EXPORTS,
1970, 1980 AND 1939

{Billions of dollars)
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Source: Estimates on the basis of primary data from the Latin
American and Caribbean External Trade Data Bank
(BADECEL). Statistics and Projections Division, ECLAC.’

Note: The ¢lassification was effected on the basis of the Standard
International Trade Classification (SITC) at the three-digit
level, in line with the criteria used by ECLAC in El comercio
de manufacturas de América Latina: Evolucidn y estructu-
ra 1962-1989 (LC/R.1056, Santiago, Chile, September
1991) and in Intraindustry Trade: a Comparison between
Latin America and some Industrial Countries (LC/R. 1101,
Santiago, Chile, Statistics and Projections Division,
November 1991).

of production, but also in the infrastructure, training
and research, all of which requires deliberate and
persistent public policies, which cannot be guaran-
teed to continue (especially in the stage of adjustment
and stabilization), as well as time to bear fruit.

With regard to imports, their effects on the do-
mestic production with which they compete may
be excessively abrupt and intense. It must not be
forgotten that most of the countries have passed or
are still passing through a prolonged period of low
investments in both physical capital and human capi-
tal. It must not be forgotten either that domestic en-
terprises —particularly small and medium-sized ones—
usually have difficulty in gaining access to credit (es-
pecially long-term credit at moderate rates); that they
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generally cannot rely on dynamic domestic demand
which will allow them to operate on a more profit-
able scale; that they frequently do not enjoy the sup-
port of public industrial policies and protection
against dumping, and that in some cases a depressed
exchange rate deprives them of external markets and
makes them even more vulnerable at the domestic
level. Such conditions, which are rendered even more
acute by recessionary adjustment policies, mean that
opening up to imports may have the opposite effect
to that desired, which is to raise the average produc-
tivity of the economy. Thus, it may cause the closure
of industries which would have been viable in less
adverse conditions, long before its possible positive
effects on systemic competitiveness begin to show
themselves. This would mean the loss of physical and
human capital which it had taken decades to form,
the disorganization of inter-industry relations, and the
forced transfer of labour to informal services where
workers will have a level of productivity much lower
than the previous one, even if the latter was itself not
totally satisfactory.

Finally, the exchange lag caused by the stabiliza-
tion policy could affect the international insertion
strategy by making the impact of imports more ab-
rupt and immediate and causing the improvements in
competitiveness on the export side to be slower and
more hypothetical. Such improvements- in any case
require a substantial length of time to show them-
selves, at least if systemic competitiveness is sought.
At the same time, the deterioration that would be
caused in the trade balance could complicate stabili-
zation efforts: dependence on a possibly unstable
capital inflow would be heightened, and pressures
could reappear in the exchange market, There would
then be a danger of a resurgence of inflation due to
the recovery in the real exchange rate, and/or the
need for a new recession in order to restore the trade
balance. The whole process of recovery and growth
would be affected, and the redistributive stage would
be put off once again.

3. The accumulation process

A central challenge in connection with economic
growth is the recovery of capital accumulation after a
number of years of low investment and even net
disinvestment in productive, social and infrastructu-
ral sectors. Such recovery is indispensable, whatever
the form of development chosen, and in many areas

the type of investment needed is not even speci-
fically linked to a particular type of development.
Thus, the steps needed in order to achieve structural
competitiveness are no different from those needed
for integrated development; the specific investments
needed for creating export capacity in a given area
are quite small compared with the total investments
that a country must make under any development
scheme (regardless of whether it is more outward-
looking or more directed towards the domestic
market): iec., investments in the areas of energy,
transport infrastructure, telecommunications, educa-
tion, health, housing, research, basic industries, etc.
The challenge is to find a way of restoring this in-
vestment within the selected form of development,
although the latter has largely taken away the pre-
vious accumulation mechanisms, reducing in particu-
lar the function of the State and the public banking
system (or a private banking system which followed
public guidelines) in this field.

A situation like the present one offers new
opportunities for private activity and profit: the
transfer to the private sector of activities which are
no longer considered public services; new forms

of access to natural resources, through abandonment

of the principle of State ownership of the subsoil and
water resources; and indeed the long-standing
postponement of public investments itself, which
may mean that there are now big profits to be
made through investment in some areas. Natu-
rally, however, the attractiveness of these oppor-
tunities will be influenced by the perceived likely
success or failure of a sufficiently dynamic exter-
nal insertion process.

However, these opportunities do not always in-
crease the accumulated capital in the country. In con-
trast, some of them may cause the strategies adopted
by the main enterpriscs to be based more on expan-
sion by taking advantage of transfers of wealth rather
than on the establishment of new production capac-
ity; this would be so, for example, in the case of the
privatization of enterprises or resources currently in
the hands of the State. On the other hand, the oppor-
tunity for private profit may be offset by other fac-
tors. One of them is deterioration of the physical
infrastructure as well as of the educational and health
systems. Such shortcomings adversely affect the de-
velopment prospects of the country and undermine
its competitiveness, so that there would appear to be
a complementary relationship between recovery in
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public ittvestment (not based on calculations of short-
term profitability) and private investment.

This would make it necessary to review the re-
strictions on non-financial public expenditure which
have characterized the recent evolution of most of the
countries of the region. In order to achieve this with-
out generating or increasing a fiscal deficit which it
will be very difficult to finance, it will be necessary
to increase fiscal income, and this may be strongly
resisted, especially in situations of recession. Another
obstacle to recovery of previous levels of investment
is the virtual disappearance of development credit in
a number of countries: it is by no means easy for
long-term financing to arise spontaneously out of
banking activities which are currently aimed at short-
term operations. Here, there would be an obvious
role for the public banking system, but this would not
only run counter to the monetary programmes ap-
plied in countries which are still seeking to achieve
ot consolidate relative price stability, but would also
be out of keeping with the central options of the form
of development. In some countries, efforts are being
made to revitalize the financial markets as a means of
financing enterprises, but the instruments available
on such markets are only accessible to the biggest
and most important economic agents, and even these
are sometimes reluctant to resort to forms of financ-
ing which mean opening up their share capital.

An important aspect is that of the comulative
effects that could be caused by a gradual recovery in
accumulation or, alternatively, the slowing-down or
halting of the decline in investment. One of the fac-
tors which can have most influence in possibly slow-
ing or halting this decline is the “wait and see”
behaviour of businessmen: until they see a sustained
growth trend which will bring them close to their
installed production capacity, they will be reluctant to
immobilize capital in the area of production (except
perhaps in exploiting natural resources for export),
preferring financial investments inside or outside
the country., Thus, economic activity will continue to
be depressed, and this will have a negative impact
on fiscal income, thereby in turn making it more
difficult to secure a recovery in public investment.
Conversely, the resumption of the accumulation pro-
cess may have positive effects on activity in general,
on public income and investment, and on the beha-
viour of a business sector which to some extent lacks
the will to invest although it has the necessary
resources for this (table 5).

With regard to the resumption of the accumula-
tion process, it may perhaps be insufficient —or at all
events inefficient— to expect a spontaneous change in
private sector behaviour, even in a relatively stabi-
lized situation. Nor does it seem either sufficient or
desirable to seek the recovery of investment through
policies aimed at increasing private saving by raising
real interest rates or making income distribution even
more regressive. The Latin American experience
suggests that such measures would not only not be
effective in increasing saving, 11 but would also ag-
gravate what appears to be the main problem: i.¢., the

-materialization of private investment which, in a

number of countries, is generally speaking not
currently constrained by a shortage of domestic
saving or accumulated financial resources.

In short, the recovery of investment in the new
form of development is by no means a relatively
spontancous phenomenon but will require an active
yet different approach on the part of the public sector.

4. The challenge of equity

Elsewhere in this article, emphasis has been placed
on the importance of political factors both for dis-
mantling the previous form of development and for
making possible the installation of a new one, Such a
new form of development will necessarily have to re-
produce the political conditions for its functioning.
From this point of view, special importance is as-
sumed by the results it generates in terms of equity
and the magnitude of poverty.

The features which have so far characterized the
new form of development have aggravated inequity
and poverty, which were already serious in the re-
gion, despite the dynamic growth and the efforts at
social incorporation registered in the post-war de-
cades. Inrecent years, there has been further ac-
centuation of the concentration of income, wealth,
consumption and economic power. Not only has
there been unequal distribution of the costs of the
crisis: if this were the only problem involved, the
phenomenon would be limited to the duration of the
latter. At a more fundamental level, however, the

' See Massad, 1991, Studies which analyse the experience
of other regions, both developed and developing, also highlight
the feeble (or even negative) effects of higher interest rates on
global saving. See Bouillot (1988) and Lee (1991).
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redefinition of the relations between capital and la-
bour, between the private and public sectors, between
the logic of the market and that of public service,
between the financial and the real sectors, and be-
tween the outward-oriented sectors and those aimed
at the domestic market have weakened the previous
mechanisms of social inoorporation' and increased the
heterogeneity of Latin American societies.

The challenge raised by inequity does not occur
in the same terms in all countries, In the case of those
which have advanced furthest in the new form of
development, it is a question of seeing whether the
deterioration in equity is reversible, and if so, by
what means and in what spaces of time. For thase
which are in the first stages of the process, it is a
question of seeing whether the aggravation of ineg-
uity can be avoided in the selected scheme of devel-
opment, and if not, whether it can be tolerated within
a democratic political framework.,

In the first group of countries, the problem of
inequity is severe. In Chile and Mexico, the func-
tional distribution of income displays a marked de-
cline in the share of wage-carers (table 8),
consistent with the prolonged depression of real
wages (figures 6 and 7). Likewise, examination of
the distribution of consumption in Greater Santiago
between 1968 and 1988 shows marked and growing
concentration in the richest households, which are
the only ones that improved their position over these
20 years. Morcover, an analysis by quintiles shows
that in 80% of households, the poorer the family
groups in question, the more serious the deterioration
in their consumption in both relative and absolute
terms (table 15). The seriousness of the situation may
also be noted from the large proportion of the popu-
lation of these countries living under the poverty line
and the increase which this proportion is estimated to
have registered in the 1980s, although comparable
estimates for the end of the decade are not yet avail-
able for Mexico (table 16).

In a context of recovery and growth of the pro-
duct, there will be forces that will tend more or less
spontancously to improve the situation of sectors ad-
versely affected during the previous stages of the
process of stabilization and reform. Among these
“re-balancing” forces, mention may be made of the
effects of stabilization on recipients of wages and
pensions, who are generally left behind in periods of
high inflation. An influence in the same direction is
exerted by the reduction of unemployment, which

has favoured partial recovery of real wages in Chile
{although not yet in Mexico). The scope of these
tendencies may be limited, however, and in particular
they may not reach the most underprivileged sectors
which are excluded from the formal economy. At the
same time, other forces may act in an opposite direc-
tion, and the dynamics of inequality itself may gener-
ate still more. inequality. In particular, with the
contraction in the social action of the State there is
increasingly clear evidence of the existence of one
type of education and health services for the poor and
another for the middle and high income groups, with
radically different quality and coverage; such evol-
ution tends to aggravate and perpetuate conditions of
social inequity. Likewise, the growth of informal em-
ployment compared with jobs in the public service
and in industry tends to establish a new and predomi-
nantly urban form of marginality. Family groups
which sink into this situation for prolonged periods
tend to lose the background of training and socializa-
tion gained in the post-war decades. _
When all is said and done, it does not seem that
improvement in equity can be left to the spontaneous
evolution of the form of development. This would
appear to be the purpose of many social programmes
which are being put into effect in Chile and Mexico.
In Mexico, for example, a National Solidarity Pro-
gramme is now in operation, while in Chile the
democratic government has introduced tax reforms to
finance greater social expenditure and has raised the
minimum wage. The first results, in the case of Chile,
show a slight reduction in the inequality of household
income distribution (table 15). Here, a small reduc-
tion in the share of the richest guintile has made
possible a by no means insignificant improvement in
the income of the other sectors, especially the poorest
households, although in fact this only means that the
bottom quintile is now receiving 4.9% of total in-
come instead of 4.6%. These amounts suggest that
there is ample room for improving the situation of
the underprivileged majority of the population at
only modest cost to the wealthy classes, but it also
indicates that at the present rate it will take many

. years to rescue a substantial part of the population

from poverty. In order to avoid the crystallization of
a dual society, progress in income distribution should
be accompanied by an effort to improve the quality,
coverage and homogeneity of public education,
health, housing and social security services, thereby
reversing to some extent the trends of recent years.
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Table 15
CHILE: DISTRIBUTION OF CONSUMPTION AND HOUSEHOLD INCOME
(Percentages}
Consumption
Distribution in Greater Santiago Variation at constant values
Quintiles 1968 1978 1988 1978/1968 1988/1978 1988/1968
I (poorest) 7.6 52 4.4 -37.6 -7.4 -42.3
Il 11.8 9.3 82 -28.1 -3.6 -30.7
1t 15.6 13.6 12.7 -20.5 21 -18.8
v 205 20.9 20.1 -7.0 5.2 2.2
A" 44.5 51.0 54.6 4.5 17.1 224
Total 100.0 100.0 100.0 8.8 9.4 0.3

Household income

Distribution at national level Variation in real income.
Sep.-Nov. 1989 Sep.-Nov. 1990 Sep.-Nov. 1990/Sep.-Nov. 1989
I (poorest) 4.6 4.9 6.7
H 8.0 83 i 39
I i1.3 11.5 2.0
v 16.6 17.1 32
v 595 58.2 -2.0
Total 100.0 100.0 0.2

Source; National Statistical Institute (INE), Santiago, Chile, and ECLAC.

Figure 6
CHILE: EVOLUTION OF REAL WAGES
1970-1991 {1970 = 100) 1982-1991 (1982 = 100)
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Source: ECLAC and PREALC, on the basis of official data and figures suppli¢d by the Chilean Chamber of the Construction Industry.
Note: The index of average wages and salaties (base April 1959) in figure 6-A is not comparable with the index of average remunerations
(base December 1982) in figure 6-B.
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Figure 7

MEXICO: EVOLUTION OF REAL WAGES,
1978-1991

(Indexes: 1978=100)
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In the light of these experiences and in a some-
what different international context, the question that
arises for the countries which are in the first stages of
this process of reforms is whether it is possible to
avoid or reduce the costs paid by the pioneering
countries in terms of greater inequity. The fact is that
in many of them income distribution is markedly
more inequitable than one or two decades ago; reduc-
ing equity still further or even putting off an im-
provement in this respect until the last (and in any
case hypothetical) stage of the process of economic
change may endanger social stability and even long-
term economic success, for the exclusion of a sub-
stantial part of the population from modern forms of
life and suitable education and training not only
undermines social cohesion but also reduces the
possibilities of authentic competitiveness (or, if
preferred, integrated development) of the countries in
question.

In this connection the lower pressure for the
transfer of resources abroad (because of the decline
in international interest rates, debt reduction agree-
ments, the inflow of private capital, and unilateral
failure to keep up the external debt service) would
appear to increasc the leeway for economic policy
management. As already noted, this would make it
possible to put into effect an “adjustment with
growth”: that is to say, an economic policy which
takes advantage of the positive effects of economic

Table 16
CHILE AND MEXICO: MAGNITUDE
OF POVERTY
(Perceniages)
Households  Households
Year in a state of  in a state of
poverty indigence

Chile 1970 17 3
1987 a8 13
1990 35 11
Mexico 1970 34 12
' 1984 32 10

Source: ECLAG, on the basis of household surveys of the coun-
tries.
* Percentage of households whose income is less than twice the
cost of a basic food shopping basket (inciudes the households in a
state of indigence).
Percentage of households whose income is less than the cost of a
basic food shopping basket.

recovery on fiscal revenue and the overall productiv-
ity of the economy by bringing the various sectors of
production closer to full use of their installed capac-
ity and putting them in a better position to progress
with their modernization. Naturally, the orientation of
reactivation and subsequent growth will depend on
whether the present form of income distribution is
maintained or changed and on the (progressive or
regressive) means by which it is sought to improve
government income.

Is it possible, as well as desirable, to apply an
economic policy aimed at improving equity with-
out further delay? On the one hand, when the share
of wage-eamers in the gross domestic product is
only around (and sometimes even below) 30%, this
reflects a basic macroeconomic and social imbal-
ance which depresses and distorts domestic markets
and discourages the pursuit of genuine competitive-
ness; such values not only correspond (o levels far
below the past figures for the region, but are also
only about half those corresponding to the developed
countries, Correcting this imbalance would appear to
be both socially and economically necessary, al-
though probably not always simple in political terms.
On the other hand, the tax burden in Latin American
and Caribbean countries is relatively low in com-
parative terms, especially with regard to the more
progressive taxes. Here, too, governments can follow
the Chilean and Mexican example and seek the,
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“nationalization™ of natural rents, which have played
such an important part in stabilization and macro-
€conomic management in those countries. It may be
considered, then, that there is ample room for balanc-
ing the fiscal accounts without reducing —or even
while increasing— public social expenditure and ex-
penditure on the infrastructure. Such approaches
would certainly give renewed vigor to domestic
markets, especially for mass consumption goods,
more rapidly than could be expected from the
“model” sequence of economic reforms, for in this
case, recovery, modernization and economic growth
would not be propelled only by exports.

Naturally, in so far as povernments tackie the
challenges before them (especially that of equity) by
making substantial changes in the process underway,
this could lead to the establishment of a form of de-
velopment different from the proposal examined in
this article, Indeed, this is the central concern of the
ECLAC Secretariat, which, especially in its documents
entitled Changing production patterns with social
equity and Equity and changing production patterns:
an integrated approach, proposes a different form of
development in which the process of modernization
of production is widely extended and a central role is
assigned to equity (ECLAC, 1990c and 1992).
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