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It goes w1thout saying that it is a source of great pleasure and emotlon to
be once again here 1n vhat I contlnue to regard as my home, at the side of my -
dear friend Norberto Gonzalez, in whose capable hands the institution now rests,
and Dr. Rail Preblsch to whom I owe so much and whose oplnlon I value so highly. -
I am also very pleased and moved to be at thJ.s meetlng for which we all worked so
much, whlch we were preparing so hopefully thr'oughout the past year, and whlch is
now a reallty through the generous presence of all those attendlng.

We have felt for a long time in ECLAC that there was a need for an inter-
grating effort, an exercise of collectlve reflectlon on the times we are 11v1ng
through in Latin America. Two events were respons:.ble for precipitating our
dec1s:Lon to hold a meeting for these purposes however. One was the collapse in-
recent years of the neo- llberal optlons ‘which seduced so many circles of opmlon
in so many countries in the 1970s. The neo-liberal’ solutlons came to our countries
together w1th important changes 1n economc outlook, and they were imposed through
forms of soclal "engineering" whlch were llnked in m many cases with authoritarian
political reglmes. Those were dlfflcult years for “the work of BCLAC when the
lure of spec1ously appeallng solutlons hung over many of ECLAC's member ‘
governments. '

The collapse of these neo-llberal solutlons was a v1olent crisis of conscience
for the region and of course also for ECLAC. T ‘ '

. The second event was the so-called crisis of external 1ndebtedness caused
by the bu:le—up of external debt and by a kmd of treacherous tumaround in the
1nternat:|.onal cycle marked by extravagant in‘terest rates, “the resurgence of
protectlonlsm, and v:Lolent contractlons in the :mflow of prlvate capltal. '

. It then appeared that the tlme had come to make a pmper appralsal ‘of the
many expemences patlently analysed here in ECLAC from the conjunctural and
medlum— and long—term perspectlves, which the region had followed from™ day to day
and had J.ntlmatcly experienced at the intellectual and polltlcal levels. ECLAC
decided at that point to promote a debate almed fundamentally at welghlng these '
experlences, rev1ew1ng the many signals comlng from the world economy, and settlng
afoot an exerc;Lse 1n collective reflectlon by technlcs.ans and polJ.tJ.c.'Lans. I
mentlon these two groups of persons because it is essential that the reflection

should not be confined exclusively to the tecknical level if we really want to
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rethlnk the world in whlch we w1ll have to llve after thls cr1s1s which mll be
.novel in many respects because of 1ts prof;omd asyrmnetry and complexlty and whlch
leaves us w1th every. day that passes furthe‘r away from a theoretlcal bas:Ls for
"analysm and from any clear answers to the problems faclng us. .

- Don Raul referred a llttle whlle ago to the cr1s1s of the capltallst world
..whlch has undoubtedly been shr:mklng the ‘room left to us to foresee and ant1c1pate
developments. We now feel that we are on shaky ground as regards ‘the pos&ble
bases of an 1nternatlonal economy in Whlch we could have real confldence. On the
other hand, the capltallst system has shown an unexpectedly great capac1ty of N
resmtance 1n cop.lng w1th the challenges fac:mg 1t durlng the years I was '
assoclated with ECLAC I mtnessed a number of seemmgly flnal cmses of capltallsm
m success:.on, such as the monetary cr1s1s, the gold cr:Ls:Ls, the cnergy CI‘lS.‘LS,
, and now the debt cr1s1s, whlch 1t must be acknowledged has seemed to be breakmg
~wp in the last few months.‘ e . . .

i sald earller that the present CI’lSlS 1s very one-s.v.ded for w:Lthout a
doubt there would be sm:.les 1f e sa:.d that the. Umted States or Japan were :m
crisis today. ‘The forecasts, too are very varled. Some observers tell us that
the system is on the way to catastrophe but others malntaln that we are on the
. threshold of a spectacular reblrth of, the world economyﬁthanks to the new.
technological services whlch w1ll 1mbue the world econ’omy‘ w:.th v1brant dynamsm.
Th;er_'e”;ts__,‘_np,__ doubt that we are ln.v.mg m a noveluworld w:Lthout preoedent 1n the
history of capitalism, whlch far outstrlps hlstorlcal experlence and even our own
mtellectual capac;ty. One thlng wluch is clear however, is that ‘thlS Cl'."lSlS ‘
is accompanled by a, new form of mternatlonal relatlons Whlch corresponds much
more closely to a return to the Schumpeterlan model than to that of Keynes. In
other mrds we who have worked for S0, many years 1n the Unn.ted Natlons on the
_qQuest for the ftmdamental)‘elements of tmlversal regulatlon, 1nsp1red dlrectly

or, 1nd1rectly by the thmkmg of Keynes, must now acknowledge that we seem to be
movmg 1n the dlr'ectlon of a world w:Lthout global regulators- a world ruled
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: excluslvely by the pr:.nc:.ple of struggle and competltlon.

"I"hie same cr1s1s also seems to be VJ:élble m  some respects in the soc1allst
world, lwhere the quest for eff1c1ency and for the 1ncorporatlon of new technology
and, mstltutlonal reforms has found such novel express:.on as the recent reforms

in the People s Republlc of Chma.



In the developing world, too, the crisis has asymmetrical features. The
flexibility shown in recent times by South-East Asia has meant that in many |
countries of that reglon the 51tuatlon is substantlally different from that bemg
experlenced in Latln America. On the other hand the tragic mtuat:.ons belng
suffered in Afrlca are also far removed from the crisis affectlng us.

] This has caused us to come to the conclus10n that we really must speak of
the special case of Latin Amerlca , even though there may well be some Eurcpean
and African countrles in s:Lm:Llar situations. Our crisis is part of a confused
and perplexing world; there seem to be no clear theoretlcal bases to go on as
there were in the 1950s, and the crisis is taklng place wlthm a set of parameters
and conjunctures which make 1t very dlfflcult to look ahead. ‘ ThlS :Ls ‘the crisis |
we must tackle theoretically and polltlcally ;m order to cope w1th challenges
whlch present themselves in many dlfferent terrrs and on many levels. 1

The dimensions of the Latm Amerlcan CrlSlS obllge us, flrst of all to
consider the great heterogenelty of the reglon. It lS J.ncreasmgly dlfflcult to
speak of it as a whole and to glve global plctures whlch make _any sense. Think,
for example, of the dlfflculty of maklng a synthe31s Whlch 1ncludes both
continent-sized Brazil and the mlnl—economles of the Carlbbean. . Bven so, however,
I would say that there are stlll four or five aspects of the Latln Amerlcan crisis
which are worth br:.efly mcall:mg, because they are go;mg to be dlscussed here.

F:Lrst of all there can be no doubt that even in the 19703 the collapse of
certain Latm Amemcan growth models could be foreseen.' Nobody can deny that
Latin Amerlca has changed a lot, often for the better, and a great deal has been
done° It 1s suff1c1ent to look over some soc:Lal and even eoonomlc 1nd1cators to
reallze that the Latln Amemca of today is very dlfferent from the past but
nevertheless the fact remaa.ns that in the 19703 1mportant contradlctlons were
developmg between the modern and tradltlonal sectors, between soc1al demands and
the capacity to sustain them, and between the modenuzatlon com:mg from outs.lde |
(pmpelled by J.nternatlonal trade llnks) ‘and the 1nternal form of artlculatlon
whlch ‘would be capable of glv:mg us a self-sustalnmg growth model.

‘lhe external debt worked like an amesthetic, and the region was able to
avoi'd. facing up to many of the effects of ‘these imbalances wntil the end of the
19703, aided by a degree of financial 1ndulgence unpreoedented in the economic

hlstory of Latin Amerlca. All this gave us doubts about many thmgs and even
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gave mse to many false par'adlgms w1th whlch we lived from day to day. It must
be acknowledged that we vere dazzled and perplemd and that somehow, almost
mlraculously, many of the adver.,e effects were put off, o '

An 1mportant aspect of the present CPlSlS in La:tJ.n Amemca and the Carlbbean
was the financial :Lndulgence to whlch I 3ust referred and whlch overcame the '
scriples of all the models whether orthodox or heterodozc,' In some cases thlS
was motlvated by a legltlmate des1re to lncrease 1nvestment whlle in others it
was done tc share up the 1rxespons:Lble adoptlon of extravagant klnds of openness'
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to 1nternatlonal trade flows. L

The fact 1s that w:Ldespr'ead o'penlng—up took place and the consequence of '
'thlS was the exter'nal s:Ltuatlon whlch has een handed down to us and has become
more acute m the 19805. At the end of the 1970s Latln Amem.ca's external debt'“
of US$ 200 b:LllJ.on, ‘:m a satuatlon 1n Wthh the growth rate of forelgn trade was '
oons1derably hlgher than that of the pxoduct, seemed manageable but 1n the 1980s,
interest rates of up to 20% the drop 1n the terms of trade ‘and all the mzpllcatlons
of the shmnkage of flnanc1al flows changed the prevall:mé“cllmate so suddenly
that the debt grew from USS 200 bllllon to US$ 350 b:Lll:.on, purely as a result of
the mterest wh:.ch was accumulatmg. Thus the s::.tuatlon became llterally ; '
unmanageable and, :m many aspects, unforeseeable. ’, ’ I

Another aspect of the cmss.s relates to external relatlons.’ Nowadays the"
world is suffemng from a kJ.nd of llberal shock and 'thlS llberal shock is “ '
falthfully“ %flected :m North-South relatlons not 3ust because to some degree
these relat:.ons are determmed by such phenomena as 1nterest rates but also
because there can. be no doubt that the llberal shcck wh:Lch the world is now
expemenc:mg means that 1t would be utop:.an to thlnk that in the next few years ”
we can rel:.ve the extraordmary inflows of capltal of the 19703 or the soam.ng |
terms of tr'ade of those years.‘ on the oontrary, I belleve that Lat:Ln Amem.ca,
as a contlnent of mtermedlatel development is gomg to be thrust abruptly 1nto
the rules of play derlvmg fmm this llberal shock and will be 1ncreasmgly :
exposed to formulas of' competlt:.on to havmg to pay more than the odds for the
pr1v1lege of entemng markets, and to 81tuatlons in which its pos:Ltlon w111 have
to be v:Lolently competltlve and set w1th1n a oontext of rec:.procrcy as a formula
of 1ntematlonal trade. Por thlS reason, when we call for "solidarity" in meetlng
the CI’J.SJ.S, we forget that the world cllmate 1s qulte dlfferent that the tlme

of the Alllance for Progress has past, and that this is not the heyday of



international :co-operation which ‘we"so often dream about in the United Natioms.
Such international- co-operation is being increasingly limited to cases of natural
disasters, -famines and other-emergendy situations, because the climate of inter-
national relations today is not’ the ‘same: it is much cruellér and much more
subject to the -play of .power relatidns;*andfthis~is'an'dbjécfivé’reaiity?with
~which we have to live, == .- e .

Another aspect of the crisis is that it is what I would call a crisis of
the highly.ideologized macroeconomies. Thus, in Latifi' America we ‘have witnessed
the failure of ideologies which advocate: ingénuous formulas of economic populism,
in which:social efficiency was:betrayed in nextito nb~timé‘by'éCOhémic'inefficiency_
and we have also witnessed doctrines of’ économi¢ efficiency, devoid of popular
support and of social -efficiéncy, which have also suffered the mbst'reSOunding
failure. The reality-so. important to econsiies such-as-ours, which must adopt
certain macroeconomic view of’a structural nature in order to administer economic
and social projects, has: not. been.convincingly witnessed in the past. We must
recognize. that there:have beer no.clear: respotises of any kind in this respect and
that in one way or another we owe a large :intellectual debt to the management Gf
macroeconomies with a structural orientation in’kLatin’ America. - ‘

_ Another dimension: of the crisis ig-that it ig a érisis of ideas, not only in
the developing countries but :above-all in' the’ industrialized cbuntries. I find
it hard te believe that the neo-Keynesian equilibria which prevailed up to the
beginning of the 1980s can be replaced merely by a pure and simple retumn to the
economic rules in effect prior to the 18930s. Perhaps historY”ﬁill‘pﬁéve‘ﬁs wrong
and put us on! another level, but. it is hard to believe that tlie world can operate
in the presence of these financial imbalances, thesé’ fluctuations in exchange
rates and these financial flows which ‘transfer resources from one part of our
continent to the other. It is:hard to think:that this can provide a firm
foundation for sustained growth..- - - ' ' '

The theory of development is no longer in fashion in the industrial
cowntries; today it-is no ionger.represented among the best sellers in the
bookshops. There has even been- some :deterioration in the :theory of development
as we knew it in the 1950s.and the 1960s when it was' adwocated by such gfeat
thinkers as Dr. Prebisch who is here with us today. There has even been erosion

in some models (such as that of Tanzania) in which we who work in the United



Nations had high hopes, while others .viewed as egalitarian archetypes, such as -
that of China, are changing their traditional bases. We have seen a series of
approaches fall by the wayside, such as the basic-needs approach, the critical -
poverty-approach and many others which claimed to be the answer and now seém to
be going into eclipse on the intellectual -seene. . ECLAC, however, as a centre of
thinking which wishes to remain autonomous, owes a large debt to all these models,
and it would be interesting to go further into the matter..

" The changes which are taking place in the theory and practlce of socialism
.itself are attracting our attention every day. . Ve must‘understand_Why they are
occurring. We must also understand why many.of our economic models were not
capable of assimilating the ‘changes which occurred in.the social structure; why
many economic and social models were unable to influence the political concepts
uriderlying present-day Latin American societies, and why .we have this divorce
" between social, political and economic models instead of building them into a
composite whole which would be at once social, political and economic., This
tendency to isolate solutiorns is'not only doomed to.failure but will do a serious
disservice to the.history'of Latin America.: - : .

This meeting therefore “hds -the basic task of progressing in the diagnosis
- of the crisis, suggesting ways of bringing it under control, reflecting on the
process of structural change that we must face up to in dealing with-the liberal
shock, and making those structural changes which will bring us to a dynamic'and
‘just society.: ' _

"~ I should like to say a few words: concernlng the matter of- brlnglng the
" crisis under control. In these past few years our lives-have all been taken up
by what has been the most violent crisis of the past fifty years, involving, the
destruction of capital and. wmimaginable social costs. Perhaps because I come .
from one of those cowntries in the region which bas felt the effects of this most
violently, I have a very clear view of the degree of impoverishment reached in
Latin America. '

In every country adjustment mechanisms have beén installed which are
increasingly limited by the loss of autonomy of our 1nternal policies due, inter

alia, to the external debt ‘and .mflatlonary pressures. .
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The bas1c pmblem in brlnglng the Cr'lSlS under control has to do w1th how
to manage the’ external debt. The worse thlng that could happen to the developed
as well as'the developlng world is to th;mk that the problem of the external debt
has been settled or 1s belng settled. ThlS message should be loud and clear. The
debt problem has not been settled notw1thstand1ng the :Lnternatlonal complacency
towards l‘t nowadays.' Not only is there no bas:.c solutlon to the problem, but 1n

some cases it is gettmg worse., And e have to say thJ.s very coolly and
vésponsibly, - ¢ 7 Ao '
S belleve it is J.mportant to state clearly that the pmblem has been manaced
to some éktent and put off ‘but in ‘the present J.nternatlonal env1ronment and in the
oond_ltlons th.ch now prevall and those whlch threaten to prevaa.l 1n the future, it
would be ‘& serlous mistake” to £hink that ‘a solutlon is belng found for 1t. This
is why the’ countrles of Latln Amerlca demand a polJ.tJ.cal dlalogue not to o
polltlc:Lze ‘the debt, ‘as -has been cla:.med or to deny the .1nev1table relatlonshlp
between debtors and crethors or “the J.nd1v1dua11ty of each country as regards the

questlon of the debt but because the pmblem 1s of such magnltude and puts such

' constralnts on our capac:Lty for development that for us J.t :LS a hlghly polltlcal

matter. However thJ.s is’ equally true for the mdustmallzed countrles, because

if Latin Amerlca 5 economlc problems get out of control, th:Ls w:Lll be a polltlcal

problem for the whole “world, e ) .
‘There is, however, 2 second issue to- whlch I attrlbute fundamental 1mportance

. -'.

as regards brlngmg the current CI‘.'LSJ.S under oontrol and that 1ssue 1s 1nflatlon.

" In the 19508 and 19603 “there Wwas only one country in Latln Amerlca w;Lth -
inflation over 50% last year however, there were seven in’ three of wh:Lch
inflation was over 100% ‘while in some ‘others it was close to or even greater
than "1 000% per year. The averace rate of 1nflatlon for the reglon in 1984 was
160%. _ _

Inflation' is an extteihely serious matter be'cause it is not onlv an”economic
but also a 30c1al and polltlcal problem.‘ Oertalnly, ve do not value stablllty
above all else ‘as the orthodox approaches do, and neither are we so naive as to
belleve ‘that growth can st:Lll take place w1th these rates of :mﬂatlon. What we
are saylng is that we are ‘dealing with a long—standlng problem whlch now, however,
has very dlfferent characterlstlcs From before. In the 19505, we experlenced

inflation which was caused by the structural changes entalled by 1ndustr1allzatlon,



urbanization and the problems facing the new society that was taking form in the
region,  In the 1970s, we experienced so-called '"imported" inflation. The
‘inflation of today is different; it is closely related to the debt issue and has
waccustomed characteristics comnected with its long duration, our having'becdme
‘accustomed to it, and its pehetration into the "biology" of society. It is linked i
to such difficult problems as the fact that the tightness of the money supply
hinders the so-called "inflationary tax" from working, systematic indexing, etc.

I am convinced that in many Latin American countries --I do not say all--
we are using categorles and formulas to deal with this problem which are not in
keeping with the dlfferent type of inflation we' are exper'lencmg. "I say this with
total convict ion because I believe that the present type of inflation calls for
more than just economic solutions ‘since, in addition to havmg an impact on the
entire outlook for economic growth, it also has’an 1mpact on the outlook for
social and poll‘clcal stabllrty. As we can'see, this subject is of enormous
importance in the Latin America of today and, in this connectlon, we are indebted
not only to orthodox but also to heterodox schools of thought. No clear-cut
solutions have yet been put forward, and I an afraid that we are fooling ourselves
with many of the adjustments that ‘are now being promoted in the region. In all’
honesty, we cannot >sAay that we are on the'right track’ yet in this respect,
because the inflation of today is structurally different from any of the types
of inflation that we have seen in the past. What is even more important, however,
is that inflationh hds become an essential element in the p’é“lit'i‘c'al approach, and
without a broad-based internal consensus there is no way to eliminate this type of
inflation. That is why I can say, with legitimate pride, that in may own small
country, where this problem is on a much smaller scale, our attempt at concerted
political effort, whatever its defects, constitutes a real step towards solvmg
the problem. : ¥

I would now like to discuss the subject of a qualitatively different type '
of development. I think it is dangerous to place too much emphasis on this term
"qualitatively different". What is irvolved here, and I believe that in saying
this I am interpreting the documents presented by the Secretariat, is to take up
once again the long-standing tradition of ECLAC, i.e., to return to an analysis of
the actual situations we are dealing with, to learn what is really taking place

in the world, and to reflect upon the new challenges being faced, on the basis of
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that mixture of ideas and praxis which has been the great legacy of this organiza-
tion throughout the nearly 40 years of its existence. 1In a sense, ‘th:is vould be

a return to the experience of ECLAC in the 1950s, i.e., a return to the close.
examination of international events in order to slowl_y build yp a line of inter-
pretation based on ideas and practice, but without, of course, pretending to offer
broad paradigms, since no-cne is now in a position to put. fc_hése forward: not in the
region, nor in the world. » _ _ ) ‘

A great task of economic, social and political modernization of Latin America
lies before us., Hodernization must start off from the basis, first of all, of the
Latin America that exists today, which is a different and extremely complex Latin
America. Without a doubt, the first step is to mderstand this fact. The second
is to understand the world, because. the relationship between the_ centre énd_the
periphery ~-a concept which this Commission contributed to economic thought-- is .
and will continue to be a,fxmdamentél rélationship. It is.necessary to un.dérstand
our problems in the light of the changes.that héve taken place in this relationship
between the centre and the periphery and.to try.to modernize Latin America while
taking into account the domestic effort, the effort to _eétablish re_gional integratic:
and possible new forms of i_nserﬂ:_iqn__ih the world setting. This would indeed be
modernization based on a sound foundation: moderf)ization, as stated in the
documents, which is.both endogenous.and selective, so that internal linkages may
be created within the economy and so that it may be protected. from fluctuations in
trade, pmces or international flnance. o . . -

This surely involves reviving --in a world that is. entemng into a third
industrial revolution-~ the high-priority problem of technological _1nnovatlon. an
area in which the region must not cease fo reflect and work. It also calls for
institutional modernizatim, which is why the Secretariat documents refer so often
to the subject of the State. - The modernization of thé State is perhaps one of the
most difficult and most political of the challenges which will face the region in
coming years. Insofar as social modernization is concerned, it seems to me that
even the very techniques of social policy are being questioned. Perhaps, with
this crisis, conventional social policy has been left behind and other ways should
be sought of reaching the lowest~-income sectors of society: that 10% or 20% which
never receives anything and which. is now the victim of some of the most under-

privileged situations in history. With respect to political modernization,
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Anfbal Pinto pointed out, with his customary brilliance how the old'mesocra_igi(g .
alliances that formed the political base on which Latin America was built in the
1950s, 1960s and 19708 have been breaking down., For fany reasons, including the.
autocratic and dictatorial political movements that  have sprung up on oecasion in
Latin America, these alliances have broken down. I beliewve that political modern-
ization involves the rebuilding of mesocratic alliances as well as broad internal
alliances within the countries, within the public sector, between the public and
private sectors, and in all areas bf society. If we are wnable to take a modern
approach to politics with 'a sense of commitment :in relation to the demands before
us, we will have some very' difficult.times:ahead. .Meanwhile, the world goes on,
and just as entire areas have lagged behind in the past, the region might well
have to pay that ‘ﬁric'e”l'if' we-do not make ‘a great. internal effort to exert social.
and polltlcal pressure for camyn.ng ‘modernization. forward, . :

This is the task which lies before usj it entails a return to the realltles
of Latin America and’ ‘the world, the reaffirmation of broad objectives of growth,
equity, aurtonomy and integration and, especially, recognition of the imperatives
of the world 1nto which ‘we are becoming integrated and the vital need for.
creativity in dealmg with these pmblems, this ‘latter element be:Lng an mpoz*tant
facet of this organization's work. ‘

In speak;mg about thé elements behind such an- ‘important meetlng as thls, I
have attempted to put across’ my ‘perception of the vital:importance of this
exercise in reflection, which will mark the beginning of -an ongoing process, and
to make it clear how impob‘tanf it is- that the results of this meeting should
constitute a true working mahdate for ECLAC, reflecting:the. contribution of all
the goverﬁmenfs. The intellectual debt which Latin America ',_{)'wesvto ECLAC will
surely grow still greater as the region, in the words of Norberto Gonzélez,
prepares itself to meet, not the past, but the future. '
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