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I. PrST HISTORY nND FH.LS:AT STTUS OF PLANNIFG
ACTIVITIES Ik LATIN ANERICA

1le Past history

The need for a develepment plamning policy has only recently been
recognized in Latin Amerdca as the result of a combination of internal and
external factorses

buring the forties; the need to enlarge the economic infrastructure,
particularly the transport network and power supply, and adapt it to new
development conditions, as well as to encourage relatively large-scale
projects in key industries led to the preparation and implementation of
some partial programmes dependent mainly on public investment,

Subsequently, particularly towards the end of the fifties, it
became increasingly apparent that the Labtin American economies lacked the

necessary dynamism to maintain moderately satisfactory rates of growth,
to remedy critical imbalances in thelr foreign trade and external financing,
to contain inflationary pressures, to provide sufficient productive
enployment for a rapidly increasing labour force, and to improve living
conditions and at the same time fulfil rising expectations created by a
«nowledge of the tremendous possibilities brought about by technological
advances. Deonomic policy thus came to hinge on development in its most
comprehensive sense as an economic and social ¢oncept encompassing both
internal and external limitations. Furthermore ECLA, whose objectives
are to analyse the development problems of Latin America, suggest
technical norms for a development programme and methods of projecting
future needs, helped to instil that more coamprehensive outlnok, while its
work was focussed more on analysis than on planning, the increasing
use of projections as a method of anticipating certain problems and
analysing policy alternatives, helped to lay the groundwork and provide
a methodological tool for the preparations of planse

Bolivia, Chile and Colcmbia were the first Latin American countries
in this decade to formulate national development plans and to establish
the necessary machinery, largely with the help of international technical

assistances However, it was not until the Punta del iste Conference in 1961,

/that the
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that the Labtin American Governments recognized that planning should be
the fundsuental instrument for meobilizing national resources bringing
about necessary structural changes, enhancing efficlency and productivity
and securing more international financial co-operation.

Since then, virtually all the Latin American countries have prepaed
plans of different kinds and scope. it the same time, the plans have
bheen anzlyzed and assessed by regional organs which have helped to sustain
plarning efforts by bringing them into line with the volume and ordentation
of foreign financial assistance.

& waluable fund of experience has thus been built up, but its true
significance may be hard to appreciate because planning is a relatively
recznt phencmenon and because it began in very special sircumstancess
Unt.il fairly recently, no experience had been obtained in this field,
spart from some preliminary experiments and certain sectoral programmes,
and the very idea of planning was resisted. There was no background data
on which 4o draw for planning purposes, and no methodology that had
already proved its worth in the particular circumstances of Latin America
Nor was vhere a flexible aduinistrative structure which could be adapted
to functions and methods other than those enshrined by custom and
tradition. Nonetheless, this period was marked by the preparation of the
technical bases for planning and the training of cadres on an ever-
increasing scales. All the countries now have the necessary machinery
for the preparation and orientation of plans (offices and general plans);
the criteria used in the allocation of resources are becoming more
rational, especially in the public sector, last but not least, planning
heo become a widely accepted ideae

dn account will be given below of some of the main features of
these developuents, which certainly denote a period of great progress.
Further improvements upeon the progress already achieved will, however,
mee’ with a number of obstacles and limitations that have been emerging,
and this suggeste the need for a second stage in which more workable systems
of planning would be set up, participation in the preparation of the plans
would be broadened and the institutional reforms required for really

/effective planning
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effective planning would be carried out.;/ The second part of this
peper will review these shortcomings and obstacles, and pinpeint in
greater detail the internal and external factors that are hampering the
execution of the planse., Lastly, it will draw a few general conclusions

which may help to overcome some of the problems discussede

24 Planning crgans

Recognition of the need for planning was immediately followed by
the establishment of planning offices in the countries where they still
did not exist. By now, they are to be found in every Latin American
country, and in one case -~ that of Uruguay = the existence of the planning
oifice has been formally ackncwledged in the Constitution.

As planning is a new function of Govermment, the first task to be
undertaken was the establishment of special planning organs. The nucleus
was formed by the central planning offices, which evolved in different
ways depending on the extent to which they were accepted as part of
the traditional structure of government. Generally speaking, they were
egtablished in such a way as to become directly responsible to the
Office of the Fresident of the Republic. In sowe cases, an intermediate
advisory body acts in liaison capacity between the planning office and
the President and his Cabinet, in which the major decisicns are discussed
and weigheds

Table 1 lists the different policy-making and technical offices to be
found in Latin America, and indicates their structure. The éituation is
less homogenous as regards the sectoral and regional offices since some
countries have none, while others are still organizing them {see table 1),

As a rule, the planning bodies act in an advisory capacity to the
top-level political authoritiess. They often have other duties, such as
helping to prepare the annual national budget estimates, advise on the
external financing of particular investment projects, and co-ordinate

foreign technical assistances.

1/ This analysis deals with the features common to the whole region, so
that certain comments may not be applicable to specific countries.,
In particular, they do not refer to Cuba because the data available
on the Cuban experience is inadequate,

{Table 1
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Country; 1) Year uhen
firet planning agency
sstablished 8/ 2} Date
when preasnt systom
established

Agencies rosponsiide for polloy lined
{Title and m-oborship)

Teohnical sgoneles

Seetoral agonoles

Reglonal egencles

Argonting
1) 1961
2) September 1966

Natienal Development Council (CONADE)s Presldent of Argentins

and Ministers

Seerotariat of CONALE

The Mindsiry of Publio Yorks and Servigos end
veriain Siate enterprises work out seotorel
Programmes

Federal Iovestnent Councdl

Bolivia

1) 1953
2} July 1963

Natienal Esonomlo and Scolal Develomrent Council {President of
Bolivig and the Minlatere with economis and seo
reppenaibilities)

Hatlonal P}.n.nniu;g and Co-ordination Department
éﬂrautsd by thd Hinister of Planning and
o~ordination)

Ll

In the Minlstries of Fatlonal Rocmomy; dgrioul-
turs; Livestoek, Land Setilement and Iprigationg
Hines and Petreloum; Education azd Cul'hire;
Aural Affeirs; Mealth; and Labonr and Sncial
Sovurlty

In pracess of erganlzation

Brazil
1) 1956
2)  July 1963

Ministry of Plannlng and Economie Co=grdination. Consultative

Flanning Couneil (expsris, pross vepreseniatives, andvepeaneurs,

workers and state or regtonal dovoleiment agenciosz). Advisory

Graup on Advindstrative Heform Studies; Allianee for Progrese

Liaid;on Compltten; and Pund for Firaneing Projeoi and Programme
-

Short-tern § nﬁn Mindstry of Flannin, ups;
[Long-tern pﬁm gig:arfiee :g Applied E“gng;cp '
Rosearch (EPEA)

Sectoral planning seotlune in the Kinlstry of
Planning, Sptoific bodies (s.g, Exccutive Group
for the Integraidon of Transpor+ Poliay)

Minlstry fop Co-ordination of Regiconal
Agenoles (for Federal reglomal planning
oies)s Derariment for the Develapmeni
of the Amazon Hegion; Deparimeat for the
Develomment of the Nordeste. Planning
bodles in almost ell states, dependont on
siata governmehta

Shile
1) 1923
2) Hovember 1964

Eoonomio Conmittes of Mindoters, preasjded ovep by the Minister,
B O o e tronal Planning Gbriee | GOERLAR] »

ODEFLAN

Spotoral plenninp section of ODEPLAN. Sectoral
afficen in the Ministries of Lgriculturs,
Housing, Edueation and Health; and in the
Dovelofaent Corporation (CORFO) for industry

Regional planning sestlen of OLEFLAN
foglonel planning agencies (ORPLAN}

Calembia
1} 1851
2) December 1363

Fatlonal Counoil on Boonmile Pelisy (the Presidemt of Oolombia,
the Min'eters vith economis responeibdlity, Codef of Flanning,
Manager of the Bank of Colombia end Marager of the Natfonal
edepation of Coffee Growers), and the Eg¢cnemia Adviecry Croup
eight memhere eppeimied by President pf Colombia an the
tasls of nominations by trade associatione

Planning Department

Planning Gomni tiees {whish establish ¢h
pouoa;ﬁga?a ars frostded oy by the Minision o
m&% V‘q?&a Mfﬁgg&g&?mlng, Co-ordination

Daparitental Govornment: Advisery Councd)
ﬁcney) d Jepartuental PlanningSection
eehniual&? . Jubenpous. Davelommant fur—
garaq,onsa Cauca, lhsdale,na and 8ing, ihq
ogota savannah and Ubato-Chiquinquira

Mentetry of FPlanning, Teoimios] Committes for the Evelustion of

Mindgizy of Plenping. Planning 0ffice

In all Minipiries end in tho dessntralized

1; L1960
2} February 1961

Couts Aioa
11 1963 veotment Ppojects (Mindsteps, scalor officialp and privete -
1; 1963 Igso:!.atlms JCon tative P}mm&ﬁhe ?Hudaps%‘ autanonous agencies
2) Jamusry 1963 epuriments oF the Btry o " reprasentatives of

rrivato asgociations
Cubs Ceniral Flanning Beard {JUCTRLAN sgjded over Ly the Prime Teolmingl Sesrotariat of JUCBPLAN. Flamning contrel | FEach Minigtry has to translate the instrustions |Co-ordinaiing Goniro Cor Norihern Orlente
e Minlater, snd gonsisiing of the aters responsibie for the eotivitioss Natioral Bank of Cube r the Central Planning B B

omtzal beonomic agmtég“ for euhm;eutox-nand 5 ourd into epacific Plansund Huovitas

Dominiogr: Revublin
1) 1962 ,
2} Nowember 1565

Minieters of Finance, Publis Werks and Couanmieationa, Agri-
oul ture, Education, ﬁ
g hnlcal Sco

oted by & Teadlnical Secre

f?ou&mﬂ.uea'Saoratamt of the 0ffiop of the Presidsnt
dire W?

In the Minigiry of 1cvlture, To bo
establiched An Minisiries with economio and
gooial funetions and 1n the euionomoun
Anstitutlens

antt_Teol Scorptary of the 0ffloe of tha
P:e's ent; assoolate mamYerss Hatd.omg Pranning Dirsator end
Nationel ﬁudge't Diroator
usdor Nationa! Bogrd for Economio Flamming end Co-ordinatdon General Offica of Eomople Planning Programming officen in the Mnigtries of c N
1] 19 é}nnistez-n with sccnomie mesponsibility, the Makagers of the Education; Publis Worke and ¢ommmicaticone; 1;;21?"1{:5%;:- ‘%335? ?3%,5‘“%:%},’;&%“ o
2} August 1961 fx‘gml Be.rék a.%d the Matdcnal Devalopment Senk, end threo - Iﬂgﬂgﬁ ei'f“ ?r%léginit;gi:‘lm uigge lm.lgoggdamd ’é?;:‘,%}f& :‘i’ 1}12;3 aﬁ&@uﬁﬂh&?ahﬁm ¢
cltizens of note . Tve & Lo In the’ tic} H@ﬁaam LiyeHsy © wtlon o i
o % Boardn ¢f EY Oro, Caprahd and
Tl T AT IR  ponlerae ;

Fl Salvador
1} 1962
2] April 1962

Natlonsl Oounoil for Economdo Flanning end Co-trdination (Fre—
gfdent of El Salvador, the Ministere of Fiucuoeoa, Esonomis
o A ook Te Contrag Rocorve Bank) Tug reprae
Sentabives of private entarprise, and the Exacutive Sesratary)

Seoretary

T

Teolmlzal Flennding ¢ffles, divestod by an Dzecuilve

Plenning Conmd ttes are bel ad
H:I.nutrfes of Pubn%rﬂnrlcsngaw uuli.%n.u-e’;Jn e
Fdusatlon and Publis Heal$h

1) 1954
2) Novembos 1954

the Mindaters of Labowr and Eoonemdo Affairs, Flnanse and

blie Credit, Commnicailiobd and Fublie ‘.i'orkst Agrioulturn
Pubiie H ‘Bank

K:.ﬁ.am‘l Esonomio Planning Counoll, ©ffice of the President
8 of the

eal th and go%i‘.lullgal‘ifgg ;he lé:;aegdenl A X
e 6 Development o
ggog“u:ma@dmtfww rapr:smhtiv:g of the Pregident of
Guatﬂmle.f

Genopal Seorutariat of the Haticnal Counsil of
1Evenonde Plaming

C GIRTER

biat £ Naiiomal Plamning and Development Department (COMADEP)
1} 1562 - -
2) Juy 1963
I Bi o rdo Plonning Couneil {President of the Ropublic Technionl Seorstarint of the HY gnep Esonowdo Plumning | Jn the Mind 2 1 8t
AT Eieheel sh ff Siiieios ol Pty ThRlty o (treried 1 o ekt Samretey s [ e :
2) Dotober 1965 Bhnk: and %‘inm ent uemrmaaouguw fram jmbad 550! rank
mansgement and ons From labour) 7
ERon Inter-Miniaterd m!.opns‘n% Flanhing Comltag gééémﬁsﬁw-mmm off30e of the Imtar-tldnfsleriel Comaiites The cocretardats of the etrieg, the
% Fationak mittess  for cpasifis
i 1] 2 ¥ho Iind T Finenso sod san trat L ged 3
42? Haroh 1962 gl':hu.: g;ogzg)u?“égn Frosideat end o o e ° p&% m:ggeipg alop ead he mibrpriocs with  lprojeots (o.g. the Popaloaken Booin)

4 cara,
1] 1952
2) FPobruary 1552

Beopomde Couneil (Mkiobters of Eocnonie Affgirs
firie, St e, ae o o be
o the Ja ﬂslm s ekt By A ing Geelas, Deetes
of renidant

Mindptry for Bgopomds Affalss

[ Seevetariat of the Eo
Fmﬁg ¥ =5 Hatdomal smoeﬂ.u Counedl

Receareh end pro .
e progrenming offices in most of the

Pariana Genergl Off%se of Plamnning end Adzinlstretion, 0Ffice of tho ganeaat Siies Mlaniinal ggg,ngmmmmsg@y e El?ﬁﬁm Hagstries of Bdusaiion; Agriowl ture,
TZ; ?m-ﬁz 1959 Preaident Organizatica and Percennel Admindetration mgoxﬂeaf%g ¢ end Labour, Soelad Helfaro =
nEL nomie C dination (Fresidoné of Tooimioal Office For Eccaomie and Soclal Devclopnant
2 Yatta T mauf F:I.na::grmd Eeonms:ic Affalra, o Planping, 0fFfice of tho Precident ?Exaou@&w Srzﬁot&zﬁ - -

i
3) Septembor 1962

y the Mindslerd
) tative of tha Home Board gf ihe Bank
g‘é&%m s.m;l %’:‘Glgg:?'s of the Chasbep oPﬁrweaeniat&vaa a¥tend

2
2 oggnber 1962

Finanoe and Teade, D
Togkh,; Sdueatlon rﬂealﬂ'l and Sooial ¥Yelfars, Agrisul fure, Labour
and Indigencus &f‘i’airo, and the Arae SQMSSS DNopastmen's, end
o Chief of the Natlonal Flamning Institute

end Unlversitios)

of veyprepentaiives of Ghlvcprapeurs,; worksr Fel
ot frs e 5 8; profoga

in aory onpatiiy. The President may sppoint three ¢ther

wepbers

Hational Coupofl for Docnomde and Soeial Develofzent({Progident of (Nationel Pl ng Instiiute {vhese Chisf has the ronk |In the Ministrios of Labour and Indigenque Offisee for the planning of geo, el
. el opment ar of Minietor), tha adviso dng Coimoedl (progided |Affmirs; Puclie Fdusaticmj D P & P

Tioght, 2auesfhong " aver by tho Chief of the Ineiltute, ulth & niabership |Gorko] Publie Heal h snd Lootad Uobiorer oy biic jand il otnative zgi'gicﬁgf ggfieﬁtf‘:élaa“ge&d.

Yorke;
GFH e G A R St e e ph e o

There are develojmeat corporailans for
quoo udpn, ¥adeo dambus, Taong,

TR0
mb-izl 6

T1ce {direrted by o Gonmiutes made )

Budget ard Planping Ulfic b of
Sty o Py et Ryt gt pnd o Lbur
w \5?81: and Cultupe; aud prusided over of

i t1oa)

oations an
restor of the

idudge¥ and Plannlng Ufs'ies

In Tho Minleirlos of jgrisultars, PUbI1o
Ldusation and Social 'ﬂ%ﬁ’aﬂi ;;\"i Publio Health

Fonezuela 1) 1358
!%i Foceabor 1958

Trosident of Venezuela, Ln ©he Geynoll of VENAGYers

Cantral Offieo for Co-ordinatifom and Flanning

L
_lignechx;:l officen in the Minlotelos swd autonomun

sii twtd ong. Feotoral oo~crdination groups

The Yoasruelan C t3 £ Cuayone;
Commd t2es to Pronote the Aowelopasns af
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the Aadoo; the
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3e The nlans prepared

In the majority of cases; the planning offices prepared "general
medium and long-term development plans', for periods ranging frcem four
to ten yearss It was not long before nearly all the Latin American
countries had such plans. The plan usually consists of a diagnosis,
a set of projections and overall and sectoral targets, a statement of
the particular social goals, a broad assessment of changes required and
fields for the application of economic policy, some indications concerning
research and utilization of specific natural resources; public investment
targels and estimates of external financing requiréments. More recently,
shorter-term plans have been drawn up, often on a biennial basise

Table 2 lists the plans that have been prepared in the different
Latin American countriese Uost of the long-term plans have also indicated
at least in the form general statements of principle, the goals to be
achieved in land reform, tax matters, educaticn, aduinistration, and
national integration through infrastructural works (particularly rcads
and the opening up of new areas for agriculturazl settlement). In some
cases, a salient feature of the plan is a large-—scale project to which
particular importance is attachedag/ On the other hand, specific
cbjectives for income redistribucion and measures or policies for

unemployment and underemployment are seidom stated.

2/ This applies; for instance, to big hydroelectric and irrigation
works (Mantare in Peru, Chocén~Gerros Colorados in argentina),
industrial complexes (Guayana in Venezuela) and roads (Carretera
varginal de la Selva) that predated the plan, but were fitted
into the general framework so that their significance could be
assessed more accurately in relation to the rest of the economy and
for the purpose of securing external financing. Some of those
projects are now bein implemented while others are still bogged
down because the final plan has not been adopted and financing is
lackinga

/Table 2
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ESTIMATED GROWTH RATES OF THE FRUDUCT, IMP(RTS, CONSUMPTION, INVESTMENT AND EXPCRTS IN THE
FERIOD PRIOR TO THE PLAN AND DURING THE FLAN, AND ACTUAL RATES

Teble 2

Gross domestio product Con- In-
Country - 1 ) Indus Ta~ sump~ vest— Ex-
Total AN rigng T perts e ment ports
ture try
Argenting
Pre-plan {1557-63) 0.5 02 7. 0.0 «04h =048 2.6 5 olf
Plan f]965"69) 5.6 uoll' 7!? ?os l'[’o? 5!6 5.7 Zal
Actual rates (1965-66) 3.2 242 75 742 -B.8 245 =1.8 He0
Bolivia
Pro~plan (1950—58] =0e2 0.3 -5 "2.1} lhl} 0.9 aee 0.0
mmp 1963-64 642 L8 103 645 1642 E.z 27 9.7
Plan §1965-66 5-5 3.0 n.8 7.7 706 o0 105 1240
Actual rates (1963-66) 5e9 3.0 %6 6.3 947 65 9.8 Le3
Chils .
Pre=plan (1950-59) 3e2 000 0.3 7l 54 3.8 1.3 17
Planp 1 ) L8 37 7+3 540 646 349 12,0 E.s
Actual rates (1960-65) Bl 240 3.8 6e2 740 347 10.1 of
Colombis
Fra-plan (1950-59) 4.6 M 5.7 6s5 1.2 4,1 246 5
Plan (1959-64) 57 be1 74 Be 742 Lt 1249 a2
Aotual rates {1959-84) b7 22 2.6 6ol 1043 6.0 54t 243
Ecuader
Pre-plan (1950-61) 5.6 5.0 6.3 561 642 5.1 Tdisf 743
Plen (1964-73) _
Hyputhesis I M L7 T2 Ba6 4.2 5e 10,3 ?.9
Hypethesis II 6.5 "'-7 840 805 5.l 5.7 10.1 ++9
Actual rates (1964-65) 3.3 1.0 241 Lt Selt 7% | 2.3 203
Mexion
Fre-plan (195861} 5e3 e/ 1db/  6eBb/  ~0e2 443 Se28/ 6ol
Plan (1962~65) 5ot b5 2.6 69 8.8 5e5 846 1,8
Aotual rater (1962-65) 743 Lol hay 10,1 - 943 740 12.4 Sl
Panemne.
Pre~plan (1961~63) 8.7 244 225 1743 1542 749 11.8 1646
Plan (3563<70) 5e5 vee .ee s 543 540 6t b2
Astual rates (1963~65) 6e85 746 2.7 6e2 b6 5e3 3¢9 Beb
Peragney
Pre-plan (1950-64) "342 3e9 25.0 69 746 3.0 (A 643
Plan (1965~66)
Hypothesis 1 1"-7 lh? 2.8 805 23.0 Y2 2240 14,0
Hypothesis I 5.8 cee vea aes 29,0 5 32.0 4,0
Actual rates (1965-66) 349 3 040 1.9 106 Ge2 1.7 7.8
Urugusy )
Frawplan (1961-64) 042 2.0 &/ 0.5 i 0,1 a2 g.o
Plen (1966-87) Loh 242 a/ 640 9.1 18 14,5 2
Aotual rates {1965-66) 1.8 Y9 df 0l 47 -0s ~045 7.0
Yenezuela
Pre-plan (1959-62) 2.8 747 3,9 5. ~10.4 =046 4,6 5M
Plan (1963'66’ 796 Te9 ua3 12.0 Z2e2 vee e haé
Aotual rates (1963-66) 6.0 649 1.7 340 1 62 8.8 1.7

Sourse: Dewelopment plana and ECLA, en the basis of officianl statistics.

&/ Gress Pixed investment,
b/ 1950-58,
8/ Governpent consumption,

¢/ Inoluded in the industrial sestor.
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As an integral part of the overall plan or to supplement it
various countries have prepared public investment plans for two or three
year periods which, in relation to the general macro—economic framework,
specify the sectoral investuent targets of Govermment agencies (the
central governmnent, auvtonomous agencies and, in some cases, State~owned
enterprises), on the basis of draft or final projects, This is the
kind of plan that has been most effective in bringing the planning
offices into closer comtact with the budgetary organs and in modernizing
and streamnlining govermment budgets. These plans have algo proposed
eriteria for the allocation of resources to projects already under way,
projects to supplement them or new projects, and have had to tackle the
problem of distributing resources between productive investment, direct
development expenditure; the expansion of current expenditure and investment
expenditure in the different social servicese

Thus overall long—term plans have made a major contribution to the
establishment of general development policy. Supplerented by medium-term
plans, they have served to rationalize public sector activities. However,
the countries of the region have not made an analysis in depth of specific
short-term economic policy programmes which help to ensure that immediate
action is compatitle with the long-term cobjectivese

The small number of annual operational plans; except for public
investment schemes can be explained by various factors, including
methodological shortcomings and inadequate descriptions of individual
projects and failure to establish short-term economic policiess

Fxperience with regard to regional plans has been varied, and the
gulding principles observed in their formulation have not always been
uniferme. In some cases, for example, an attempt has been made to distribute
sone public.investment targets of the overall plan among the various
regions responsible for sectoral targetse. In other cases, the policy has
been to formmulate a general programme, more or less unrelated to the
overall plan, for an especially backward region or for a region with a

very favourable coambination of natural resources.

/Lo Implementation
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e Implemsntation of plang

Apart from the difficulty of assessing the various plans in terms
of the actual expansion of economic activity, such an assessment may be
meaningless in some instances, and in others may overlook or under-~
estimate the contributions of planninge.

h case in point is afforded by the overall growth targets for the
product and its major components. Table 3 presents. in relation to
ten Latin American countries, the growth rates of the total product and
of the agricultural, mining and industrial sectors, as well as of the
aggregate components of demand (imports, consumption, investment and
exports); in each case, the rates envisaged in the various plans are
recorded, together with those attained previously and those reached
during the early years of the plan's operation.

although such figures would seem to constitute a factual basis for
evaluation, it would be hazardous to draw final conclusions 1rom them,
other than the very general observation that as a rule there is a
relatively wide gap between the targets of the plans and actual economic
trendse The extent to which the plans were politically supported, their
intrinsic nature, the evolution of exogenous variables mainly relating
to foreign trade and financing, and many fortuitous factors would require
detailed consideration of each specific case, although many have features
in common, such as those discussed in the relevant sections of this notee

kuch the same is true of the general lines of development policy
followed in the plans. In most instances, they represent principles
or proposals worked out before the plans were officially sanctioned and
incorporated in them as decisions thus strengthening them and directly
or indirectly helping to bring them into operatione Thus, although
the progress achieved in certain fields may not be directly attributable
to the content of specific plans, it is unrelated to &ll that the '
planning process involves. For exaumple, since 1961 — when planning
first became a widespread practice — agrarian reform laws have been
passed by fourteen of the Latin American countries, and most of them are
adopting tax legislation and improving tax administration with increasingly
favourable effects on the income of the public sectore

/Table 3
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Talle 3

MAIN ACHIEVEMENTS OF NATICNAL PLANNING IN LATIN AMERICA

Argentina:

Bolivia:

Brazil:

Chile:

Colombiaz

Costa Rica:

Cubaz

Dominican Republic:

feuador:

B} Salvador:

National Development Plan, 1965-69, National
economic budget, 1966,

Economic and Social Development Plan, 1962-71,
Sectoral plans, 1963=64., Performance budgeting
since 1961, Two year economic and social
development plans, 196364 and 196566,

Target plan (1957=60), Three-Year Economic and
Social Development Plan, 1963-65. Government
Programme of Economic Action, July 1964-March 1967.
Ten-Year Plan, 1967~76 (in preparation).

Sectersl short-term plans (power, steel, petroleum,
etc, ). National Development Programme, 1961=70,
Five-Year Development Plan (in preparation}.

Performance budgeting since 1961, General
Economic and Social Development Plan, 1962-70,
Four-year public investment plans, (1961-6l,
1962-65).

Performance budgeting since 1964. Economic and
Social Dsvelopment Plan, 1965-68,

Plan for the National Econcmy (annual, beginning
1962).,

Performance budgeting since 1964, Bases for
national development {1966), Two~year development
plan (in preparation),

Bases and directives for the programming of
Ecuador's economic development, Short-term
development plan. Performance budgeting since
1963, General Economic and Social Development
Plan, 1964~73.

Two~Year Public Investment Programme, 1964-65,
Performance budgeting since 1964, Economic and
Socizl Development Plan (1965-69). Annual public
investment plans since 1966,

/Table 3 (conclusion)
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Table 3 (conclusion).

Guatemalas

Haiti:

Honduras:

Mexico:

Nicaraguat

Panamas

Paraguay:

Perus

Uruguay:

Venezuelas

Performance budgeting since 1964, Economic ana
Social Development Plan (1965-69).

Short-term plan (two=year investment plan),
Emergency programmes (1966).

National Public Investment Plan, 1963=64,
Preliminary version of the Four-Year Economic and
Social Development Plan, 1962~65, Performance
budgeting since 1964, Economic and Social
Development Plan (1965-69).

Sectoral plans. Short-term plan, 1962-6l,
Development Flan, 1967~70 (in preparation).

Performance budgeting since 1964, National
Economic and Social Development Plan, 1965-69.

Economic and Social Development Programme,
1963~70, Performance tudgeting since 1966,

Performance budgeting since 1963. Two-year plans
(1965-66 and 1967-68),

Public investment programme, 1964~65 and 1966,
Performance budgeting since 1963, Economic and
Social Develorment Plan (1967-70).

Economic Survey of Uruguay (1963). National
Economic and Social Development Plan (1965-74).

Four-~Year Plan, 1960=64, Performance budgeting
since 1963. Annual plan of operation (1944).
National Plan, 1962, 1963=66 and 1965=-68,

/Fram another
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From another standpoint, the preparation of plang has compelled
more thorough study of each countryts economic situstion and investigation
of the cauges of its under-development. . The planning effort has been
reflected in substantial improvements in the basic statistical data
available, has encouraged surveys of natural resources, crealted greater
awarcness of internal and external financing problems and helped to
identify the essential features of a Latin American development strategye
Although all this has not produced immediate and tangible results, it
implies a substantial though gradual change in the approach to problems.
As the process has been gradual, this change of attitude has sometimes
escaped noiice, but when analysed; it reveals a considerable difference
between the approach to development problems adopted by Governments and
the public todgy, and the situation & few years ago. It has been rightly
contended that the exastence of a plan is less important than the fact
that it has been worked cute

One of the most direct and immediate results of developmeni? plans
is the effort to rationalize the public sector, shown both in general
policy and in the formulation of public investment plans, the use of
programme and performance budget techniques and the evaluation of projectse

The general. principles set forth in the plans have sarved to
elucldate the development process and to weld into a whole the many and
various plece-meal measures involved in Goverrment actions This does not
mean that the decisions adopted have been strictly in line with the plans,
but it does imply the existence of a yardstlck to measure the deviations
caused by unfavourable conditions and the extent to which favourable
¢ircumstances have been exploited. Furthermore, familiarity with the
plans and public discussion of them at the national level, together with
their evaluation by internmational technical agencies, have made for the
inclusion of decisions requiring structural reformse

The rationalization of public expenditure has been especially notew
worthy in the countries where ptiblic investment plans have been drawn up,
since sectoral budgets have had to be fitted into an overall concept
encompasaing: a breakdown of investment to be made by State agencies

Jand projects
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and prcjects and preliminary projects for a two=year or three-year
periode Although in most cases the quantitative targets esteblished
may not have been attained, this is probably the type of plan that

has operated most effectively in Latin America, among other reasons
because it relates to one of the special provinces of the public sector,
on which it is binding,

The adoption of programme and performance budgeting has gradually
superseded the traditional process and has resulted in the increasingly
rational allocation of public expenditure and investments The efficient
operation of this sytem calls for conditions that have not yet been
fully esteblished (skilled personnel, reiisble statistical data,
identification of executive units, integration of the accounting systems
of the public sector, costing and evaluation, channels of communication
between the central and sectoral budget offices, etc.)e HNevertheless,
in the countries where it is applied, budgeting and pisnning z12 better
co~ordinated at the budget programming stage, and budg:rts 27+ 3 rosented
in & more rational form. At the same time, the processes of execution
and evaluation of the budget are being brought into line with the new
system, and some countries already have adequate machinery for accounting,
costing and evaluation of results.

Where public sector projects are incorporated in an overall strategy,
the process of evaluating them has necessarily involved assessing their
relative importance, establishing a satisfactory order of priorities,
considering the compatibility of projects and groups of projects and
taking into account their direct and indirect effects on the economy as
a whole. It has thus been possible to prevent, in part at least, situations
such as have recently arisen in some coumtries, in which the haphazard
launching of projects has led to disproporticnately heavy external
borrowing or serious distortions of the structure of productione.

/5. External
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5«  External technical co-operation

External technical co=oOperation has without a doubt exerted a
marked influence on planning efforts in Latin America, directly in same
cases and indirectly in others. It has been responsible for much of
the headway made in overcoming limitations to planninge This influence
has operated mainly with respect to methodology, training of cadres;
the actual formulation of plans, and the promotion of specific projectss

Technical agsistance in the field of planning methods was particularly
important because the region was lacking in experience, statistical and
technical data were not abundant, and the economic and social characteristics
of Latin America did not make it easy to transplant methods used in other
parts of the world. Consequently planning helped to develop an
appreciation of the efforts of international agencies to secure a fuller
and deeper understanding of the Latin American economiesz and their
development problems; as well as the usefulness of their werk in programming
and projection techniques, programme and performznce buggeiing, and
preparation and evaluation of projectss

This applies to scme of ECLA's general st.udies,'y and to its
subsequent analyses of overall programming techniques ,A/ its specific

3/ See, for example, "The economic development of Latin America and
its principal problems", Economic Bulletin for Latin ‘mnrica, Vole VII,
N° 13 Fconomic Survey of Latin America 1949; and Probiomas tefricos

rdcticos del crecimiento econfmico, United Naticns Publications,
Sales N° 1952+11leGel (issued in English in mimeographed version only,
under the title Theoretical and practical problems of econamic
growth (E/CN .]2/2215)

& See the provis:.onal study on the technique of econcmic developnment
programning, rev::.sed and reissued in July 1955 under the following
title: Ana prodections of economic development: To An

introduction to the technigues of programming, United Nations
Publications, Sales N9: 1955,11+Gele

/studies on
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studies on the development of a number of countries,y and its discussion
of programme and performance budgeting and project preparatlon and
evaluation r,echnlques’-/ The Commission also helped to relieve the
serious shortage of specialists in these subjects, by initiating
training courses on development planning in 1952« These and other
activities were considerably strengthened by the establishment of the
Latin American Institute for Economic and Social Flanning in July 1962.
Its objectives were to strengthen the training programme, help Governments
to initiate the planning process amd carry out studies on basic development
problems and planning techniguess

The special impact of its training efforts has been reflected in
the fact that only very recently have subjects specifically relating to
planning and development been included in the regular eurricula of
Latin American universitiess The first planning efforts were supported
only by small groups of technical experts trained under specizl Trogrammes
designed and implemented by international agencieses Rhils mich programues
could not take the place of previous academic training, tuey have
fulfilled a useful function by laying down general guidelines and
providing the methodological tools required to cope with imnediate
responsibilitiess Moreover, they have helped to bring together specialists

5/  Anaiyzes and proiections of economic development: I’ 2.l desarrollo
econzaico del Brasile United Nations Publ:.catlonu Saies N° 56 L1eGs 3

Iii. Bl desarrollo econémico de Colombia, United Nations Publica.tions,

Sales N°: 57.11.Ge3; Ve El desarrollo econémico de Bolivia,

United Nations Publications Sales N9: 58,I1.Ge2; T s 1J"r'ci*..lo econfimico

de la argentina, Volss I, IT and III, United Natiow '

Sales N 2%.I1X.%.3; ¥i:_ The industrial develovug * Peru

Nations Publications, Sules N°: 5Ge IT.Ge2; VII, Yo *-u=rrollo econémico

de Panami, United Nations Publications Sales Ne: bO II.Ge3; VILI, E1

desarrollo econdmico de El Salvagor, United Nations Publications,

Sales N°: 60.11.Ge2; IX» EL desarrollo econbiico de Nicaragua (in

the press); XI. .El desarrollo econémico de Honduras, United Nations

Publications, Sales N°: 61.II.C.8.

&/ The fiscal budeet as instrument in the pro of economic
development iE/GN.12/5215 Algunas cons:.deraciones sobre las rela~
6 -

3 Lla eriencia de algunos pafses de Amdrica
del Sur en materia de reforma presupuestaria EWCN .127§RW.27L.105
Manual of econamic development projects, United Nations Publicatioms,

Sales No' .I-I.G.5.
/with different
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' with different technical backgrounds and experience (economists, engineers,
sociologists, educators, doctors, administrators) for planning purposes

on the basis of a minimum of commeon training and language, ‘and. to fit

them for the team work that planning entailse

The co-operation of ECLA; and later of the Instituts has also been
extended to cover the provision of advisory services for the purpose
of organizing and sstablishing planning machinery and foriulating planse
Several countries have obtained the co=operation of "advisory groups',
set up by these international sgencies most often with the participation
of the Inter~American bDevelopment Bank and the OAS Secrctariabt, or with
occasional advisory services in specific fields.zj Later, such services
were also offered by official agencies or foreign foundations under
bilateral co-operation programese '

In addition to these direct forms of external techaical co-operation
there &are a number of different ways in which planning has oe<n =nizrged
in scope and wade more effectives The panel of experts es.3ibilstzd under
the agreements ccntained in the Punta del Este Charter; whrzs function
is to evaluate plans and make recommendations on externa® finan:ial assistance,
was instrumental in improving plans and strengthening national planning
systemss The Inter=imerican Committee on the Alliance for Progress was
subsequently established as a committee of the Inters/An »izan Bconomie
and Social Council to make 2n annual review of the ecwivmic situation
and the implementation of plans in each country and to estimate the amount
of external financing required. Tts establishment was another milestone
in the progress of planning in Latin Americae The sigrnificont contribution
of the Inter-Anerican Uevelcruent Bank to the developuent ¢ the region
took the form, inter alia, of financing regional programses, national
plamning organs and international and regional agencies engaged in planninge
The expansion of the activities of internmational financial institutions
(IBRD, United States Government agencies and others) has also stimulated
the preparation of investment projects and helped to improve their quality.

Advisory groups were set up in Colombia {May 1959); Bolivia (April 1960);
Haiti (end of 1961}; Urugusy (March 1962); Paraguay (end of 1962);
Peru (February 1963); and Central America (early in 1963).

/1T« OBSTACLES
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1I. OBSTACLES TO THE IMPLEMENTATION OF PLANS

Although planning in Latin America has made a number of important
advances in certain aspects, it still has serious weaknesses and
improvement of planning and implementation of plans is still being
hampered., Recently, the planning process has been experiercing a
pericd of stagnation, and in some cases can be seen to have lost ground.
The impetus to prepare the overall plans has spent itself, and the same
fervour has not been applied to the tasks of translating overall
planning policy into specific economic Policy Programmes and short=term
operational plans and establishing efficient instruments for the periodic
review and up-dating of plans and the evaluation of their implementation.

It is in such tasks that the various limitations and obstacles are
most apparent. Some of them stem from internal factors, ranging from the
most general, including the political stability amount of politlcal
support thet planning efiorts sctually enjoy, to factors mors directly
related to the actual cperation of plamning machirery, In ralzating
these latter factors; particular account should be taken of the
relatively short period of time that has elapsed since planning was
initiated, aznd of the fact that in other countries effiecient planning
was the fruit of many years! sustained effort, Lloreover, &z number of
other usually serious problers, arising from external fachors, malnly
related tn instability and the limited development of foreign trade
and inadequate conditions of external financing are impeding the
attainment of plamning targets in Latin America.

It is more pertinent, therefore, to point to the obstasles now
hampering planning in Latin America and to possible ways of svercoming
them, than to draw up a balance sheet of progress made and existing
limjtations,

/A, INTERNAL
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A. INTERNAL PROBLEMS

1. The functions of planning
Although the need for planning a8 am instrument for a coherent

development policy has been generally accepted by Govermnment, there has

been no effective unity of aims as regards planning aims aad basic priorities.
From the begimming, a number of different attitudss emerged, In scme
instances there was 2 tendency to regard planning primarily as an instrument
for mobilizing external financial rescurces and as an additional requirement
for international financial co-operation, thus emphasizing the urgency for
some kind of plan and tending to highlight those aspects vl the plan most
directly related to foreign aid. In others, planning was secen from a
professional and theoretical point of view as an instrument for shaping the
structural changes essential to Latin America's development and an expression
of an action programme by the various economic szstors aim at ashicving
economic and social gains which planning itselif would heip o Iformulales
Sometimes; planning was identified as a means of attaining i linlted

goal of more rational administration. In one way or another ail these points
of view were incorporated in the plans drawn up, but substautive aims of
economic and sociel policy often were not reflected in specific decisions.

The problem is particularly important since the structiural changes
essential to the development ~% Latin America confront 4« planners with
a task that is different and more difficult than planning ic developed
economies, where the changes required are usually less drastic and where
there is a wider consensus on more issues.

Moreover, those different outlooks have given rise to z destructive
and sterile controversy conceining the planning most suitable for latin
America based on much confused thinking., It has been argued that "overall"
or "macro-econcmic” planning should be abandoned and that efforts should
be concentrated on bullding up a sufficient number of well=planned
specific projects, On the other hand, where stress hasg been laid on
planning as an instrument for formulating basic long-terin policy,
immediate problems have sometimes been neglected or differed for future
study. Instead of attempting to co-ordinate efforts to define long-tem
policy, which are indispensable to effect the wide~ranging changes
essential to Latin American development, with the machinery designed to

/implement that
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implement that policy by immediate action, there has been a tendeney to
reject or underestimate one aspect and concentrate exclusively on the

other.gf

Ze Political support for planning

The need for planning the economic and social changes essential

to the development process raises the problem of the political viability
of Latin American plans and the amount of effective support required

by the planning effort. The plans generzlly encounter resistance from
sectors which feel threatened by specific measures or are exarting
pressure for a2 larger share of national income, At the sams time, they
often encounter resistance from the traditional government alministration,
which is reluctant to institute changes and jealously guarcs its policye
making power ageinst any possible transfer of power which may imply
reorganization of the administrative structure to facilitzte the
estehlishment of the pelicy-making machinery which planning resuires,

Thus, planc inevitably suffer from serious obstacloe -ucing the
implementation stage which cannct be overcore unless the govivamsnts
provide ample and sustained support, a support which is not always
forthcoming in Latin American experience,

Moreover, apart from substantive reasons, the difficulties of
successful planning ariss to some extent from the marnev in which the
plan takes shape. In some cactes, there was little or no cornunication
between the technical plarming officials and the governmsnt departments
during the preparatory stages.

8/ These and other problems touched upon in this note were the
subject of detailed study at a seminar organized by the Latin
American Institute for Economic and Social Flanning and held
in June 1965. In this connexion, see Discusiones scbre

%lanificacidn Textos del INSTITUTO, Editorial Siglo XXI
Hexico, 19665.

/3+ Participation
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The problem of polit

ical support is even greater where the private
sector is concerned, Resistance from scme parts of the private ssctor is
inevitable whenever plans incorporate decisions to institute changes
affecting specific situstions or interests, but there seems to be a wide
margin of potential support which has not been mobilized because of
deficiencies in the plamnning process itself,

In general, there is a lack of communication between planning
organs and the private sector. Rarely is any attempt mads, during
preparation of the plan; to consult representative national opinion
groups {(parliament, political parties, trade unicns, employers!
associations, universities, etc,) or the sectors directly concerned
(entrepreneurs, importers, exporters, consumer sgsociations, etc.).

This phenomenon, like others, arises partly because planning
is not exprsssed in terms of specifie economic policy measures which
might induce the private sector to follow particular guids lines. The
private sector regards the plan ags an overall review of the :oonomie
situation providing valuable information on the intentions of the
public sector, but the plan does not guide its activity by providing
incentives or disincentives in the form of credit, trade or tax policy
measures, for example, ‘

4. Operation of planning mechinery

The varying degrees of political support for plamning, the poor
definition of its functions and its relationship with the dec;sion-making
centres, and the limited participation of the private sectors, are not
calenlated to promote the more efficient operation of the plianing
machinery. On the other hand its operational flaws and weakwcsses make
yet more remote the possibilities of forging closer links between the
planning offices and the permanent decislons of the government authorities
and other interested sectors,

The opposition which is bound to arise from the traditional policy-
meking orgens, both among the political authorities and in the national
administration as a whole, would seem to necessitate some sort of "strategy™
for introducing planning machinery, which would obviate such friction as
far as possible so that planning could be progressively built into the
administrative structure and procedures.
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In this respect, planring in Latin America has manife.ted serious
shortcomings. Isolated as they usually are from the traditional channels
of administration and decision-making, the planning officew have often
been saddled with the responsibility of preparing a development plan with
a minimum of guidance from the political authorities or none at a2ll. As
a rule, contract have continued to be sporadic and inadejuais throughout
the formulation stage, and the planning agencies have not been punctual
in presenting the technical alternatives together with a justification
and evaluation of implications, whieh would have required cecisions at
the political level, In the circumstances, the plan whizh has been
drawn up has not been discussed in sufficient detail by ths various
government poliey=making and executory organs, and therefore creates
resistance in the Ministries and decentralized agencies.

There have also been instances of an over~concentration of resources
and activities in the central planning agency. Wrile such a concentration
was essential at the time, the result was that & high propcetion of the
plarning experts - who are in any case few and far betweeu -~ wcre grouped
" in this central office, and since the Ministries and zuton ncus agencies
have done very little in the way of planning,that office has tended to
assume direct responsibility for the preparation of sectoral plans and
projects.

While there would seem to be every justification for msking the
central planning office a division of the Office of the President of the
Republic since the support of the Chief of State and his Cabinet is a
Sine qua non for the satisfactory operation of the central agency, this
has nct automatically guarantced the institution the staniliisy and
backing it needs, or the mainlenance of easy channels of ccwaunication,

In some instances, a change of Government has halted planning processes
that were maling good headway, and in others it has pumped new life into
efforts that seemed to be petering out. An attempt has been made to
maintain communication through development councils or boards consisting
of Ministers, high=level officials and techniczsl experts. However these
organs have not always served their purpose., In other instances they have
done useful work in co~ordinating development policy with the work of other
departments of the national administration, but this co-ordination is apt

/to peter
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to peter out at the operational level for lack of proper direction and
supervision, The absence of efficient sectoral and inter-sectoral
co-ordination machinery means that the co~ordination achlieved at the
core of the system weakens or disappears altogether at the lower levels
as a result of organizational and procedural dsficiencies.

The direct link between the head of the central planning office and
the President of the Republic which exists in some countries seems to
impart greater flexibility to the central planning agency by forestalling
the difficulties inherent in the operation of pluripersonal bodiss, which
in Latin America have, as a rule, proved to be slow=noving end lacking in
dynamism, It is observable, however, that when the technical director
of the planning office does not have ministerial rank or a veice in the
Cabinet, he finds himself at a definite disadvantage, and the central
plamning agency cannot discharge its functions efficiently, especially that
of co-ordinating the public sector for purposes of implementing the plan,
At the same time, the technical director in charge of the central agency
is exposed to political pressures, and is often replaced when the government
changes, since he is held responsible, whereas that responsability would
otherwise be assumed by the planning council or board,

The sectoral planning agencies are generally weak and faced with
organizational and procedural problems, Howsver, this is far from the
rule in the various Ministries and decentralized agencies, They are
often regarded merely 2s operational instruments for compiling statistical
data: they are assigned routine duties which relegate programming activities
to a secondary status, or they are used as agencies for the study of the most
widely varying questions, They de not get the political support they need
to carry out their functions, and are usually cut off from the central
planning agencies, the operational agencies of the Ministry concerned, and
the decentralized and autonomous agencies in their sector.

Similarly, regional plamning has had to cope with innumerable
obstacles, not the least of which is the fact that pelitical divisions
and economic areas are not the same, Since the regions suitable as a
basis for planning often comprise different political divisions, each with
its own interests and provincial, state or local pressure groups, it is
very difficult to reconcile opinions and 2dvance towards common objectives,

/Furthermore, some
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Furthermore, some provinclal or state governments are riddled with
administrative weaknesses or are not sufficiently active in promoting
ccencinie and social development,

Tn the last analysis, those problems are simply so many corolaries
of tia general rule that planning organs have been superimposed on an
adwiviostrative stucture which has not been adapted to the demands of
pizeied development policy. '

In recent years, several countries have established central
organjzation and methods offices, which have assumed responsibility for
administrative reform, In many cases, these central offices have had
no connexion with the agencies of the planning system, or with those in
charge of staff and budget administration, Action taken to promote the
reform has nothing whatever to do with national development activities.
Thus; although general planning efforts have indirectly served to focus
attention on administrative streamlining this task has usually been
undertaken independently of econcmic development policies,

Se "Operability" of the plans

In addition to the problems arising from administrative organization
and the position of planning machinery within the administration, other
factors help to widen the gulf between the planning organs and the policy-
makers,

The trouble is, in essence, that the plans formulated thus far
cover only a part of the planning process; in other words, the planning
effort has not yet been carried through to a conclusion, either from
the standpoint of the plans drawn up or from that of the establishment
and operation of effective machinery for the periodic revision of plans

and for the supervision and evaluation of their practical application.
Many of the overall plans embody forecasts based on an improvement
-~ sometimes substantial -~ in previous trends and on the anticipation of
potentjal limiting factors, As a result, the overall plans leave a wide
gap between macro-economic considerations and general principles and
their implementation by means of specific policies (monetary, exchange,
fiscal) and operational plans. At the other extreme, some plans for
immediate action which have begun to operate merely emumerate partial
proposals and certain specifie projects often without evaluating them

in broader perspective,
/The lack
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The lack of an effective "bridge’ between the two dimensiens of
the planning effort has been detrimental to the two types of planm, in
the first instance because it greatly detracts from their viability
and in the sscond, be¢ause the plans fail to coiie to grip with the
fundamental obstacles tc development., This absence of an organic
relationship betwesn the long-term general plan and the corresponding
specific plans in terms of the use of the various instruments of
econmuic policy and mobilization and allocation of resources, is still
one =f the principal shortcomings of planning efforts in Latin America,

It is as much the result of poorly conceived development policy
as it is of fajlure to design.and implement effective short-term planning
schemes,

(i) Definition of development policy

The lack of a clear definition of that policy is reflected in the
fact that the growth tavgets of long-term plans are not usually expressed
in terms of the employment, productivity and training of human resources,
Despite the significance and magnitude of the under~employment problem
in Iatin America, most plans do not deal with it specifically and little
attention is devoted to the occupational structure and educational
pattern of the employed population, Similarly, due regard is not given
to the supply and demand for labour, and the need to bring the economie
expansion targets established in the plan into line with awvailable
manpowsr, and partieularly skilled labour, The problem of sectoral
differences in productivity and the assimilation of technology is hardly
mentioned in the majority of the plans, and the relevant proposals are
confined to the brcadest generalizations, no atiempt being made at
analysis in depth,

Much the same may be said in connexion with the continuing high
degree of income concentration in latin Americs, which is another factor
exerting a marked influence on the region's development, The plans often
allude to this preblem in the diagnesis, and even go so far as to list
certain gereral pslliatives (absorption of unemployment; increases in
produstivity, and/or price and wage, tax, public expenditure and education
policies); but these statements of prineiple are not translated into

/specific terms,
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specifie terms, nor is due allowance made for the effects of the targeis
established in the plan and in the proposals for attaining them on
income distribution,

From another standpoint, although & broad and integrated view of
development, in which economic and social factors are closely interrelated
has been gajning wide acceptance in Iatin America, there remains the
specific practical problem of how to decide whether to allocate funds to
particular "social services" (education, housing, and public health) or
to apply them to enlarge the economic infrastructure and the immediately
productive field of the economy, In the absence of objectives guidelines,
decisions are influenced in the end by circumstantial factors, such as the
power of the authorities responsible for the respective fields, or political
considerations of the moment. Through force of circumstance rather than
as a result of deliberate policy, social expenditure has been increasing
proportionately in most Iatin American countries, and this process has
been encouraged by the direction taken by foreign aid over the last few
years. How far this concentration of effort can be maintained is a matter
of conjecture, unless a similar effort is made to broaden the economic
base which must sustain it, Moreover, serious doubts are beginning to
emerge as to the effectiveness of certain kinds of social action on
behalf of particular social groups, when they are intended to relieve
shortages which really reflect more deeply-rooted problems of economic
and social marginality, All this places a very heavy burden on those
responsibie for planning, who have neither sufficient ekperience nor the
necesgary technical machinery for discharging their responsibilities, and
are hampered by the failure of Government to adopt the political decisions
to support them,

Finally, it should be pointed out that with the exception of Central
America, most Latin American development plans have not explieitly incorporated
the regional economic integration prospects in their plans as a variable
affecting their development policies, Integration appears to be following
its own course, along channels relatively far removed from planning efforts,
Although there are several fundamental reasons for this phenomenon, it
would seem reasonable to suppose that this separate development is also
affected by the fact that economic integration would raise new problems
and the technical planners do not have the necessary methodelogical

instruments to cope with them
. /(ii) Short-term
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(11) Short-term plamning
. The second problem arises from the fact that countries have not yei
succeeded in developing and activating the essential technical machinery required
o complete the various stages of planning so that generzl sconomie policy can be
translated into effective and immediate action,

Despite considerable progress in improving procedures for alleosating public
sector resources by means of medium-term publie investment plans and the use of
programme and performance budgeting techniques for the annusl Govermmeni budgeti,
there are still acute problems. HNo comparable progrsss has been made,for expmple,

in working out annual operational plans, economlc policy or in standardizing

schemes

ennual scononmic budgets, etc,

For example, in the application of public investment plans, there is e
marked disparity teiween targets and financial estimates, either becauss ¢he tax
reforns on which they are based are not carried out %o the extent or in the time
anticirated owing to delays in international financing or special problems of
finencing lozsl cost, or because anmy unexpected shortage of financial resources
in the public sector affects investment much more than current expenditure, The
operaticnal capacity of the public administration to undertake new or increased
activities is often o erestimated because there are no proper criteria or machiner
for evaiuating it objectively, although there has been some significant progress
in that respect., On the other hand, there is a general tendency to underestimate
the volume of projects under way and, consequently, to underestimate the lack of
flexdbility in the allocation of rescurces because priority, save in exceptional
circumstances, must be given to partially executed projects,

The programme and performance budget has been adopted as the model for
annual public sector budgets in most countries of the region; and Uruguay's new
political Constitution expressly stipulates that the Executive must present a
breakdown of the natlonal budget by programmes, Om the other hand, eimilar
progress has not been made in the preparation of annual plans of operation, an
exercise regvlarly carried out only by Venezuela, The formulation of experimental
numericz] moduls for the analysis of economie policy is being tried out chiefly
dn Venerusla «nd Chile, As reguards national economic budgets, the only practical
experimcents thus far have been conducted in Argentina, where such a budget was
drawn up and compriced a series of guantitative estimates of the probable
behavicur of the chief macro-eccnomic variables - including private invesiment =
and of the compaticility of public eipenditure with the situation and needs of

the national economy,
/The continuing
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The eontimiing wide disparity between the plans and the conduct of
economic policy is usually most proncunced in countries suffering from
acute and persistent inflationary pressures. Those countries are confronted
not only with the practical problems associated with the level and system
of prices, but with the substantive difficulty of reconciling the plan's
objectives with therequiraments of stabilization policies. Growing concern
with this problem has led to the preparation of plans specifically designed
for that purpose. However, most often two unrelated and frecuently
contradictory policies are superimposed on one another: the poliecy implieitly
or explicitly related to development plans or based on them, and the policy
intended primarily to stabilize prices,

(iii) Procedures for controlling the implementation of prlans

The lack of progress in the formulation and implementation of
operational plans is clearly demostrated by the non-existence of machinery
for controlling the implementation of plans, evaluating the problems which

arise and insisting on the rectifications which are patenitly necessary,

Not only must administrative organs be estabtlished to assume those
functions, but evaluation techniques must be developed which will be
applicable to latin American conditions.

b, Specific investment projects

Without discussing the spurious distinction made between plans and
projects, which unfortunately continues to be the subject of some controversy,
there is no doubt that the lack of sufficient specific investment projects
has proved a serious obstacle to the effective implementaticn of Latin

American development plans.

This subject was exesmined in detail at a recent seminar at which
& number of suggestions were put forward, which might appropriately be
summarized here,

One suggestion referred to the need fer a very broad interpretation
-~ particularly under present—day conditions in the lLatin American economies —
of the "project" concept, covering every unit of activity capable of
implementing a development plan.,

s/ The seminar in question was organized by the latin American Imstitute
for Economic and Social Planning and was held in Santiago, Chile,
from 6-14 July 1965.

/The persistent
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The persistent shortage of projects despite the progress achieved
in certain immediate factors which are usually regarded as decisive,
posits the existence of other root causes. It develops that the shortage
of projects is merely another manifestation of the weakness of the decision~
making and implementation machinery. The shortage of projects is no more
acute than it was before in absolute terms; quite the reverse. What seems
to be happening is that traditional policies of unplanned development in
one w3y or another provided incenmtives for public and private enterprise
wh:ich led to the formulation of specific projects, scme of them of marked
imperianns,  There is still a continuous flow of investment decisions;
some of' whinh materialize in project form, but planning has imposed
adéliional snd much greater deméndso

Firstiy, pinjects are now required to meet specific investment
objectivas and Larcets stated in the plans and to fit into certain cverall
stratszies, In eo far as they are not clearly defined, thecse objectives
and that policy do not provide sufficlent incentives for suitable projects;
nor do they in thomselves represent strateglc projects. The =mconomic
integrution of Taiin America illustrates this point: until tiz poiiuvical
decisions have been taken and political agreements concluded at the
appropirate levels; no public or private initiatives in the form of
specific projscts can be launched,

Secondly, planning not only requires the initiation of a certain
nunber of projects but also arranges them in the proper order of priority
and determines the relationship between projects and groups of projects
with due regard for their direct and indirect effects on the eceonomy as
a whole,

Viewed in this context, the problem of promoting, identifying,
preparing, evaluating and executing projects is closely linked with the
establishment of an effective planning system and with the necessary
administrative reforms., Naturally, the difficulties of translating a
development strategy rapidly into operaticnal plans cannot be disregarded,
any nore than the difficulties connected with the shortage of trained
persomnel, experience and technological resources, When the first plans

/are drawn
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are drswn up, a high proportion of investment capacity - particularly in
the public sector -~ is tied up in projects in progress, which can only
cecasionally be replaced by other projects better adapted to the new plans.
In cther words, the maturation period of projects of a certain megnitude
tends to be longer; as suggested by the experience of the Bank, which
found that a large power of transport project may take from three to
five or more years from the time it is decided to undertake the economic
and engineering studies to the time they are completed and the financirg
of the project can be approved and implementation started.

7 Mvailapility ef information

Improvexent of the planning process in Latin America is being
hampersd by problems of the availability and quality of the basic
information on which it is based, The information is mainly, but not
exclusively, statistical data.

There are serious deficiencies in the quantity, quality and timeliness
of data that are basic to planning, Morsover, full justice has not been
done to the statistical function within the planning effort., In general,
national statistical offices occupy a very suberdinate role in publiec
administration as a whole; their employees are frequently ill-paid and
their staff ungualified. Very few have adequate financial resources or
mechanical equipment for the efficient collection and elaboration of data.
From another standpoint, there are gaps in the legislation making it
compilsory to supply certain data and, above all, in the machinery for
giving effect to that legislation, The various sectoral, regicnal and
local statistical services are not sufficiently co-ordinated and national
gtatistical programmes have not been drawn up,

Problems have also cropped up un relations with the users, one
being under-estimation of the information requirements of the public
administraticn and private sector, Moreover, proper facilities have not
been set yp to enable the offices providing the data to use them as a
guide in decision-making. Relations with the planning offices in
particular are usually characterized by sporadic demands for data made

/when plans
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when plans are already in course of preparation, These relations have
never been systematized, let alone developed into a mechanism previding
a permanent flow of up-to-date information that would faeilitate the
pelodic revision and evaluation of plans.

The quality of the data is uneven, denending on the sector to which
they refer, Foreign trade statistics are the most accn-ata, followed by
population data, while data on domestic trade, services ccrsiruction,
road transport and unemployment are particularly poor., When censuses
are used as a basis for the work, there is a lack of continmvilty, one of
the results of this being the preparation of a new industrial directory
every time an industrial census is taken instead of the vp-dating of an
earlier edition, Delays are a common feature of the data processing , but
in some cases attempts have recently been made to overcome this problem
by using sampling technigues. Another shortcoming is the lack of a
gystematic and continuous series of indicators for tracing short-term
changes in the econony, Lastly, ﬁhere is usually a long delay before
the data are published.

/Bs EXTERNAL
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B, EXTERNAL PROBLEM3

The limitations and obstacles cited undoubtedly detracted from the
effectiveness of planning, and can only be overcome by decisions taken in
the countries themselves and by the progressive improvement of planning
machinery, It should be noted, however, that the inmlarsntabion of
Latin America's development plans has been hampered and is still being
hampered by serious obstacles created by the evolution of irade and
financial transactions with countries cutside the region,

These obstacles are known as "exogenous® factors, not only because
they are largely beyond the country!s control or because they arise from
new circumstances which could not have been predicted when the plans were
being formulated, but in particular, because they alter the economic
context in which the plans must be implemented,

A review of recent trends makes this situation quite clear. In the
short space of time that has elapsed since planning activities first began
to gain ground,; several important factors have assumed considerable
significances the insufficient and unstable growth of exports, external
debt commitments, the need to replenish gold and foreign exchange reserves,
and = ag a regult of those factors - the irregular trend of imports and
the urgency of a policy of import restriction.

l, Export trends

Exports expanded irregularly, as shown by the fact that the annual
growth rates in terms of volume fluctuatoed hetween a high of 9.2 per cemnt
in 1962 and a low of 2,2 per cent in 1984, while the figure for 1966 was
4 per cemt, These averages for the region as a whole, reflect occasional
violent fluctuations in certain countries resulting in sharp reductions
in absolute termws,

Export trends in terms of current prices have been somewhat steadier,
Nevertheless, thus far in the sixties, Latin America has lost a substantial
proportion of its share in werld trade, The sharpest drop was in its
contritution to total United States imports - from about 21 per cent in
the three-year periocd 1960-62 1o less than 16 per cent in 1966~ but there

/was alse
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was also marked reduction in its share of imports by the European Economic
Community {from 6 to 5.5 per cert) and the FBuropean Free Trade Association
(from 5.4 to 4e2 per cent}s These decrsases have not been offset by the
substantial increase in intra-latin imericzn trade.

The recent trends wers infinenced bty structural and institutional
factors created by the prepondermmcen of primary comnocitizs in Latin American
exports and their scant diversification, and by the limitalicns, obstacles
and adverse conditions which contimie to affect world trade, Although
the protlem may arise in part from the shortcomings of nationzl export
promotion policies; serious iubalances are expacted to develop, judging
from projections of the future vaiue of exports on the t.sis of trends over
the past fifteen years and cozpared with the potential demand for importse
In the circumstances, by 1975 the trade deficit might well range from
4,600 to 5,500 million dollars at 1960 prices., This huge deficit will be
further inflated by the sums reqpiréd to finance outflows in the form of
amortization, interest and profits, with the result that it would become
imposible to obtain new inflows of forsign capital.

2+ External debt

The gross inflow of foreign capital has reached high levels and
increased rapidly'in the present decade, as shown ©y the fact that the
public external debt for the whole region rose from 6,100 million dollars
in 1960 to over 12,000 million doliars ia 1956,

This is not reflected in an equally large net comtribution to
Latin American development financing, On the contrary, net external
financing -~ defined here as the balance on current account -~ has fallen
off considerably as a result of debt commitments: from 1,100 million dollars
in 1961 it rose to its peak (1,230 million) in 1962, declined steeply to
500 million dollars in 1965 and recovered only partially in 1966 (950 million
dollars). Variables which are strategic in the implementation of plans
have not only shown a negative trend, but have fluctuated very widely,

The critical sjituation in some countries has prompted Goverrments to
renegotiate the cumlative debt, consclidating and reconverting loans te
mitigate the immediate effects on the balance of paymemts, However,

/considerable progress
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considerable progress has been made in extending the scope of external
financing to other fields of economic activity and in obtaining more
favourable terms, although the interest rates on some foreign loans have
increased in the last two yearse

In addition, loans ar: generally repayable over a very ghort period.
A bélance sheet of the position at 31 December 18€4 shows that in
accordance with the original revayment periods the debt was made up as follows:
18 per cent repayable in less than five years, 28 per cent in five to ten
years and 54 per cemt over more than ten ysars., But the reparment periods
applicable at that time reflected a critical position: L7 per cent of the
total debt had to be paid off in the next five years; 2L ner cent in five

to ten years, and 29 »er cent over more than ten years.
3« Other factors

Other factors have further reduced the already feeble effect of the growth
of exports on real irport capacity: one was the need to bujld up internmational

reserves to a reasonable level in the last few years, Latin America's gross
gold and foreign exchange holdings in 1960 amounted to 3,000 million dollars,
but dropped sharply to 2,200 million dollars in 1962; a subseguent recovery
brought them up to 3,200 million dollars in 1965. In other words,
1,000 million dollars were used to build up reserves during those three
yearse. Moreover, monetary liabilities, including balance~of-payments loans,
were cut by 500 million dollars over the same periods. In short, this
meant. a total reduction of 1,500 million dollars in the nurchasing
power of exports hetween 1962 and 1965,

The evolution of the terms of trade has had a similar effect.
Although the trend has not been particularly unfavourable during the sixties,
the losses due to the detericration in the terms of trade since 1960 amount
to roughly 1,000 million dollars for the region as a whole. Some countries
have suffered more than others, Venezuela's losses amounting to 1,800 million
dollars and Brazil's 500 mjllion during the same period.

/he Lmport
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ibe IEEOI’!: trends

The above factors described account for the irregular trend of
imports, and in some cases have necessitated a policy of import restrictions,
This weakened the possibility of increasing supplies that were urgently
needed for the implementation of develomwent policy and plons.

The value of limorts of goods and services in 1947 was practically
the same as the value of exports: about 8,600 million dollars. Not
until 1964 did Latin America reach the 1957 level of imports (some
9,300 million dollars)s It is even more significant tliat in recent years
imports expanded more slowly than exports, the trade surplus being as
high as 1,200 million dollars in 1966, In fact, exports amounted to
about 12,000 million dollars, compared with 10,760 million dollars for
imports of goods and services,
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I1I, CONCLUSIONS

like every process, planning must be developed and improved. Thus
far Latin America has gone through the first stage; it has established
planning agencies, prepared a variety of plans, worked out consistent
development policies with some success, allocated public resources more
systematically, trained a large group of professionals in new techuiques
locally and accumulated a fund of valuable experience. At the same time,
it has encountered limitations and obstacles including general lack of
political support for planning, inadequate overall development strategies,
absence of effective co-ordination between policy and operational machinery
and other more specific drawbacks,

Measures to overcome those limitations and obstseles would represent
a second stage of planning in Latin Americs, in which development plans
would be better formulated and above all more efficiently carried out,
Some conclusions from the foregoing analysis might usefully be analysed
by national agencies and the competent foreign financial and technical
co=Operation organse.

1. National planning machinery

(a) The planning systems thus far developed should be completed by renewed
efforts in many areas and, in particular, by:

{i) establishing a closer relationship between overall guidelines
and short-term operational machinery, preferably by drawing up annual
plans of operation incorporating decisions to mobilize and allocate resources
and implementing detailed economic policy;

(1i) supplementing the process of formulating and implementing plans
by that of periodic evaluation of results and establishing appropriste
organs for that purpose,

(b) Planning systems should be brought into line with long and short-term
development priorities through action to co-ordinate national planning with:
(1) Latin imerica's economic integration aims;

(i1) through action to relate plapnning with the assimilation of new
techniques, employment and training, income distribution and improvement
of living conditions;

/(iii) through
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(3i1) through action to relate planning with anti-inflationary measures.
(¢) Stronger co-ordination should be established between planning agencies
and the political authorities; the nationzl administration and the private
sector bys:

(1) Carefully reviewing the relations between planning offices and
top=level national authorities;

(ii) Ensuring that aduinistrative reform programmes allow for proper
co~ordination between planning bodies and the general, sectoral or
regicnal decisionenaking centres;

(iii) Establishing or improving existing channels of communication
with the various representative bodies of the private sector (political
parties, trade unions, entrepreneurs' associations, etce)s
(d) Further research should be carried out to discover the most effective
technical means cf implementing the various planning activities. The
following questions should be urgently considered:

(i) Methods and technicues for preparing annual plans (including
such instruments as the national economic budget);

(ii) Methods and techniques for evaluating and supervising the
inpleméntation of plans;

(iii) Methods and techniques formulating development policy with due
regard for maximum utilization o7 human resources, the economic integration
of latin America, the redistriwlicn of income and a reasonable allocation
of resources bebtween social and etonomic objectives,

(e) It is imperative to improve data-gathering and data-processing so
that reliable statistics and other data will be readily available for the
preparation of plans and the supervision of their execution, To that end:

(1) The offices which collect, tabulate and publish information
should be given greater autonomy and provided with additiomal staff and
technical regources;

(ii) Basic programmes of urgently needed information should be
prepared for priority action in order to ensure a steady flow of up-to-date
dataj;

(iii) Machinery should be devised and put intoc operation for providing

information on progress achieved in implementing plans.
/2, External
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2., External technicel and financial co-operation 1o/

(a) Technical co~operation from intervstional and obher external sources
in nztional planning activities shovld be encouraged. The new for such
co-operation is greater than ever zt the present stage, especially in the
following areas:

(1) The study end disseminc.tion of the methods ead techniques
referred to above;

(1i) The training of technical personnel in performing their present
functions as well as those likely to hecome more important in the near
future (annual plans, evaluation and supervisicn, etc.);

(i1i) The exchange of e:perience between planning agencies in the
various countries of the region.
{v) The provision of technical information and specific projections
concerning the following questions should be systematlecally co-ordinated:
(1) The econoiic arowth of the varioug Latin American countries;

(ii) World market prospects, by groups of products and by specific
products;

(iii) Estimates of the developing countries' external financing resources

and needs,

(c) Beternal finencing hes exersed a profound influence on national
planning activities. It is thorsziore esszential to comtinue the progress
already achieved in the following vavs:

(1) By financing prograrmes of concarvhed action in many different
fields, and, in particular, by rerlacing Lhe old system of project
financing by a new system which will encure tne overall financing of
development plans and supplenentary and cospensatory financing needs on
suitable terms,

10/ The following conclusions contain no reference to foreign trade
despite its importance in the execution of Latin Americats
development plans, in order to avoid raising issues of world
economic policy,

/(11) By



B/CN.12/772
Page 37

(ii) By extending amortization periods and lowering interest rates
on foreign loansg

(iii) By alloeating resources more flexibly, so that they are not
made contingent upon the imporied content of invesiments and can cover

local costs;
(iv) By more flexible use of external financing with a view to

eliminating the conditions attached;
(v) By financial support for national and international planning

agencies,
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