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ABSTRACT: It is timely to observe how tﬁe énd of the cold war is
affecting the world, outside Europe, particularly in Latin America
and the Caribbean where there is a turn toward a positive form of
nationalism. During the cold war, a defensive form of nationalism
prevalled in Latin America and the Cafibbean, as did a search forxr
a "third way® between socialism and capitalism. The slump of the
1980s revealed the social and economic shortcomings of defensive
nationalism and led to the end of the search for a third way.

As a conseguence, a hew, more positive form of nationalism is
emerging which has placed Latin America and the Caribbean at a
deecisive and unpr@@éd@nt@d juncture in its development choices. One
path may lead to a prosperous and democratic hemisphere, while the
other could vresule in a slide back inte depression and

dictatorship.



Introduction

The purpose of this paper is not to sound another alarm about
the perils brought on by recent explosions of nationalism, nor to
predict the demise of the naﬁion-state. Its purpose is to observe
how the end of the bipolar confrontation is affecting nationalism
in other parts of the world, particularly in Latin America and the

Caribbean.

First, a brief description will be offered of the origins of
the "defensive nationalism" and of the search for a "third way,"
which preﬁailed in Latin America and the Caribbean during the years

of the cold war.

Second, an atteﬁpt will be made to show how the limits of
defensive nationalism became manifest as a result of the depression
of the 1980s, "the lost decade"” for the development of Lati_n
America and the Caribbean. This section will highlight how the
slump of the ’‘80s revealed some of the most striking social and
economic shortcomings of defensive nationalism. It will also

describe how the search for a "third way" unraveled.

Third, the rise of a new nationalism in the Western Hemisphere
will be analyzed by focusing on its positive manifestations, which

are more congruent with presént circumstances. Also, the primacy of
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economics, which prevails in inter-American relations, will be
described by focusing on the displacement of security objectives

from the top of the agenda.

To conclude, the external and internal factors that can
support or contradict these trends reveal that the region is now at
a decisive juncture which may lead to strengthening this new, more
positive, form of nationalism in a prosperous and democratic
hemisphere or, alternatively, to the return of depression and

dictatorship.

Two Faces of Nationalism

As a sequel to the end of the cold war, nationalism is again
raising its ugly head in Eﬁropeo As Javier Pérez de Cuéllar said in
his farewell address to the General Assembly of the United Nations,
"for many years, the cold war was a reality which concealed a host
of other realities that are far more ingrained in the human
condition. Now that these realities are visible, we cannot pretend
that we did not notice the signs of them before, nor can we defend

surselves with o0ld prejudices and assumptions.®!

.There is good reason to dedlicate attentioen to events in
BEurope. This century has been one of the bloodiest in history

because of national conflicts in Burope. It is also there, where



4

tre present manifestations of outright racism and exacerbated
nationalism still bring back ominous forebodings of the past
conflicts. 1In Sir Isaiah Berlin’s terms "in our modern age,
nationalism is not resurgent; it never died. Neither did racism.
They are the most powerful movements in the world today, cutting

across many social systems."?

This leads fo another concern. There are those who believe
that the universalization of capitalism will inaugurate a
millennium of harmony. They should be reminded that the.two major
conflicts experienced by mankind in this century were basically the

outcome of profound contradictions among capitalist powers.

Nationalism has many faces, of which at least two have been
identified by Isaiah Berlin. First, quoting Herder, the German poet
and philosopher, Berlin identifies a "“nonaggressive nationalism,"
based on the "need to belong to a group," as well as on "cultural
self-determination,” which denies "the superiority of one people
over another." Nonetheless, a wounded aspiration for self-
determination may transform itself into nationalist aggression, in
Berlin’s brilliant metaphor, "like a bent twig, forced down so

severely that when released, it lashes back with f\iry."3

These two faces of nationalism represent two related

dimensions of the same phenomenon. This explains why, in today’s
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Burope, some nationalisms are leading t@.disint@graticnp while
others are the basis for building a larger unit. Or why, while the
Seviet Union and Yugoslavia have disintegrated, the members of the
European Community (EC), which include some of the inventors of
modern nationalism, are seeking closer economic, monetary and
political ties, including a single currency and a framework for a

common foreign and security policy.?

Based on these two aspects of nationalism, Eric Hobsbawm holds
that ¢the historical significance of nationalism is declining,
although this is "today concealed by the visible spread of ethnic
and linguistic agitations, but alse by the semantic illusion which
derives from <the fact that all states are today officially

‘nations’."

The roots of the defensive form of economic nationalism
that prevailed in Latin America and the Caribbean, until the
beginning of the 1980s, can be found in the scars left by the Great

Depression of the 1930s.

The abrupt plummeting of the prieces of primary products, as
well as the breakdown of the multilateral trading system and its

replacement with imperial pr@f@rén@@s and r@@ipr@@ai trade



6

agreements, led Latin America in the ’30s to the pursuit, of

deliberate import substitution and protectionism.®

These two features of development policy were the basic
components of the main line of defense against a disappointing
international economic system that failed. The o0ld structure
demonstrated that it could not be relied upon to sustain the’
aspirations to development and growing welfare that were becoming
generalized throughout the world. Even the récovery stimulated by
World War II did little to contradict Latin American and Caribbean
fears, because the war led to price controls and efforts to secure
strategic raw materials, which confirmed the protectionist

tendency, which prevailed in developed countries.

Additionally, the general acceptance of Keynesian eéonomics
consecrated full employment as the basic goal of economic policy,
which in turn became one of the essential elements of the dominant
paradigm of what later would be known as development ecwnomics. In
Albert Hirschman’s terms: "Development economics took advantage of
the unprecedented discredit orthodox economics had fallen into as
a result of the depression of the thirties and of the equally
-unprecedented success of an attack on orthodoxy from withiﬁ the
economics ‘establishment’... the Xeynesian Revolution of the
thirties, which became the ‘new economics’ and almost a new

orthodoxy in the forties and fifties."’



7

The conclusion of the hostilities led to the attempt to create
a universal, multilateral trading system, based on the most ﬁavaréd
natlion prineciple, institutienalized in the General Agreement on
Tariffs and Trade (GATT). This also marked the beginning of a
divergence of perspectives between developed and developing
countries and between capitalist and socialist economies, which
endured throughout the cold war. This divergence pitted what was
characterized originally as "the center against the periphery,” and
what later became the WN@rtth@uthW confrontation, to which Latin

American economic thought made a decisive contributien.

Keynes himself supported some "popular and populist heresies,”
which contributed ¢to ¢this split. Among them, the "horror of
herrors,” which holds éhat "the mercantilist imposition of import
duties and export subsidies can improve the trade balance and

domestic employment.®®

The experience of RaGl Prebisch, a young Argentinean
@@@ﬁ@ﬁistﬂ who was a central banker and trade negotiator during the
Great Depression, illustrates the impact these events had in the
outlook of Latin American economic decision-makers.® After the
‘war, as executive head of the newly created United Nations
Bconomic Commission for Latin America (ECLAC), Prebisch led the
effort that generated a'b©dy o€ @@@ﬁ@ﬂi@ thought adapted to the nets

post-war world and to the peculliar circumstances of Latin America.
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With the intensification of the cold3war; development planning
and industrialization became part of the instrumental reforms
envisaged in the Alliance for Progress, which was itself born from
the overwhelminé U.S. security objective of halting Communist

penetration in the hemisphere.

By the mid 1960s, Prebisch moved from the hemisphere to head
the United Nations Conference on Trade and Development (U TAD),
wpich became an attempt to universalize the tenets of defensive
nationalism to the rest of the developing world.!® The creation
of UNCTAD institutionalized, it is tempting to say ritualized, the
North-South confrontation, which coexisted uneasily with the East-
West confrontation throughout the cold war. The end of the cold
war has revealed how intertwined was the North-South confrontation
with the East-West contradiction. 1In any event, the end of the
cold war has profoundly affected the terms of the North-Souih

confrontation.
e Searc or a \‘ d Wav’

Even before the onset of the cold war, there was an intense
-search for a “third way® am@xig se@@ral non-extremist, imdigeﬁ@us,,
Latin American political movements.! . Thus, during the cold war
years, instead of @h@osiné the radical option of turning toward the

socialist camp, the most common expressions of Latin American and
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Caribbean nationalism were the def@nsiﬁe economic policies
practiced throughout the region, as well as the search for a third
vay between capitalism and socialism. These two mutually
supportive options - defensive nationalism and the third way - were
the most common response to the cold war policies practiced by the

United States in Latin America and the Caribbean.

The cornerstone of U.S. foreign policy was the confrontation
with the Soviet Union. The defensive form of nationalism that had
flourished in Latin America and the Caribbean as a consegquence of
the depréssion and World War IX was subordinated = at least im U.S.
eyes - to what were considered higher security @bjectiveso Thus,
one of the main limits defensive nationalism had to confront was
external. It could go only so far as not to imperil the
overriding security @bj@ctivé'Of defeating communismo” During
the cold war years, these security concerns dominated the agenda of
inter-American relations and furnished the standard for the United
States to measure the acceptability and legitimacy of the policies

appliéd throughout the hemisphere.

BY @@ntrastp in Latin America and th@ Caribbean, the mirreor
image to the U.S. primacy of anti-communism and security as
criteria of legitimacy was the effort to galn some distance from
these security concerns. ‘Standards of radicalism were set

according to the degree te which they critiecized or opposed the
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United States, almost to the point that nationalism in Latin
America and the Caribbean, became synonymous with overt or covert

opposition to the United States.

First Cuba, then Nicaragua, epitomized the radical option of
switching camps. However, the most common stance was to remain
somewhere in the middle, searching for a proverbial third way
between capitalism and socialism. This attempt at egquidistance was
practiced with different degrees of intensity by, among others, the
Peruvian ianza ula evolucionaria erica {APRA), the
" Peronists in Argentina, and the Partido Revolucionario
Institucional (PRI) in México, as well as by éeveral other parties

of a social~-democratic persuasion.

The assertiveness with which the United States placed security
concerns above any other consideration transformed practically any
form of Latin American or Caribbean self-affirmation into overt or
covert opposition to the United States. Any attempt at self-

assertion was perceived as being of potential benefit to the

adversary.

It i3 common today to blame defensive nationalism for almost

all the shortcomings of Latin American and Caribbean development,
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particularly for the profound depression that swept the region

during the 1980s. However, this judgment rests on hindsight.

For one thing, it is difficult to argue that these policies
were as negative as they are depicted today, because they were
applied during a period of sustained expansion. During those years,
in stark contrast with what came afterwards, the economies of Latin
Amerieca and the Caribbean experienced an impressive average annual

rate of growth of GDP of 5 percent.

The turnaround in the favorable circumstances that supported
the regien’s inwardcl@éking policies arrived quite suddenly. Now,
it is accepted that the drying-up of international private and
official finance, rising real international iﬂtergst rates, the
abrupt fall in the prices of the region’s export commodities and
the general unfavorable shift in the terms of trade, were in effect
foreordained.

It took a while for it to be generally accepted that the
@pti@ﬁ of defensive economic nationalism had been exhausted. What
followed, after the collapse of the favorable circumstances which
sustained this option, was that many decision-makers in the region
' struggled desperately to continue applying the same policies as if
nothing had changed. Among other consequences, this led to some
gp@@té@mlar cases of hyp@rcinflati©ma rarely seen before in the

region.
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Sooner or later, the reality of  the turnaround in
international circumstances led to a search for new forms of
insertion in the international economy. The response has taken the
form of adopting more open trade regimes, including the unilateral
dismantling of tariff and non-tariff barriers, which has led to the

diversification of the export sector, among other consequences.

However, the most decisive shortcomings of defensive
nationalism can be found in its internal limits. More precisely,
this policy did not incorporate the majority of the population in
the benefits generated by three decades of sustained economic

expansion.

The persistence, with few exceptions, of a regional average of
more than 40 percent of all' households living under the poverty
line represents the most blatant shortcoming of the defensive

nationalism practiced until the 1980s. B

This nationalism left out sizeable portions of the nation.
These levels of poverty reveal that defensive nationalism was far
from being inclusive. Almost everywhere in the region, it resulted
Ain tﬁe protection of exclusive privileges, enjoyed by restricted
- numbers of rent-seeking elites which, allied to co-opted fractions
of the middle classes, often resulted in the emergence of

exclusionary political regimes.
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The unraveling of - defensive economic nationalism, which
started in the beginning of the 1980s with the onset of the debt
crisis was rather abrupt. By contrast, the demise of the search
for a third way took longer, almost another decade. It £inally came
as well, with the vanishing of ‘the Berlin wall and of the Soviet

Union, in 1989,

Seymour M. Lipset has noted that, “equally important if less
dramatic shifts have been occurring in the noncommunist parties of
the left. Alth@@gh less noteworthy, since they do not involve
revolutionary economic and political changes, they are as
significant ide@l@gicallyoww. In his review of how "the
revolutions of 19899 ha#e affected "the social democratic world,?®
Lipset characterizes the trend as "a movement to the right,” undexr
which "Yin country after country, s@cialist and other left parties.
have taken the ideological road back to capitalism,” with Latin

America and the Caribbean offering no exception.!®

As part of this world-wide inV@ﬁtQEy of the fate of social
‘democratic parties, Lipset describes the Peronist rejection of the
concept of the state as the motor of the economy; the acceptance by
the Democratic Laboxr Party of Brazil of the minimal state; the

support of pzivatizaﬁi@n by Accién Democrédtica and the Movement
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Toward Socialism in Venezuela; the promise by the Christian
Democrats in Chile to maintain the basic features of the open
economy; and the PRI in Mexico attacking the tradition of a big
paternalistic government. The story is similar in Bolivia, Costa
Rica, and Peru, and in the Caribbean, where the prime examples are
the shifts in policy of Prime Minister Michael Manley in Jamaica

and Juan Bosch in the Dominican Republic.
oots the Ne tjionalis

How is one to account for these profound changes? What is

their ﬁeaning for Latin American and Caribbean nationalism?

The primary source 6f these impressive changes taking place
can be found in the depression of the 1980s. This profound
economic contraction in the region lingéred throughouf the last
decade and it came after almost 30 years of sustained econoﬁic

expansion.?

The portrayal of this policy transformation has highlighted
almost exclusively its most'painful effects. However, as the new
policies have become entrenched, as the indicators reveal an
incipient economic reactivation,!® several positive consequences

are beginning to emerge.¥
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The most Qersuasive evidence of <¢he transf@rmaticn can be
found in the external economiec relatlions of the region. Almost all
Latin American and Caribbean countries, with different degrees of
intensity and speed, have undertaken the unilateral dismantling of
tariff and non=tariff barriers.? The region’s -countries have
started the 19920s with trade regimes which are much more open than
those which existed at the beginning of the 1280s. These reforms
were carxried out unilaterally and courageously in the middle of the

deepest economic slump of the last 50 years.

This unilateral import opening has been accompanied by a
change in the structure of the region’s exports. As a consequence
of the |
sustained fall in the prices of most traditional exports
‘commoditlies, the Latin Awmerican and Caribbean countries
deliberately sought a major diversification. They have succeeded.
In 1990, more than half the region’s exports were non-traditional
pZQdu©£s; in 1980, nontraditional products represented only one

f@urth of total exports (see figure 1).

With respect to imports, the most prominent feature of the

- elighties Qég thelr drastic curtallment, of almost 40 percent, made
necessary by the need to generate the current é@@@@nt surplus to
serviece external debt. Foreign exchange €o impert goeds and

sexrvices was scaree during the 1980s. Now that the f@gi@nal :
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economies are beginning to grow again, imports are beginning to
recuperate. This growth in imports is supported by the decisive
measures of unilateral liberalization already mentioned, as well as
by the positive transfer of resources generated by growing inflows
of private capital. These flows consist of the return of flight
capital to some countries, as well as of private foreign

investment.

These sweeping economic reforms, aimed at dismantling some of
the basic components of defensive nationalism, coincided with a
return to democratic and civilian regimes. The region is also
witnessing a weakening of the exclusionary political regimes that

often coexisted with defensive economic nationalism.
e ima o conomics

The mutually reinforcing trends, toward the adoption of
profound economic reforms aimed at opening the economies and the
political regimes, are not mere coincidence. The diversification
of export sectors has contributed to the diversification of
gc@nomic elites. New groups are emerging to exploit the successful
penetration of external markets by non-traditional exports. SeVeial
success stories of @xport.diversificatién can be mentioned, such as
frozen céncentrated orange juice from Brazil, Chilean fruit,

Colombian cut flowers and textiles, and Guatemalan new agricultural
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exports. 3! The fact‘that.nonctraditi@nal‘prcducts now represent
more than half of all exports has punctured the tidiness and
cohesiveness of the economic elites; the newcomers are more
interested in penetrating foreign markets than in enjoying the

exclusive benefits of closed internal markets.

Because of the absence of east-west security concerns in the
hemisphere, economic issyes have moved to the top of the agenda.?
Other non-economic but highly controversial mattérs ha%e been
displaced from the agenda, Jin some cases, %<hrough mutual
understanding. One of the best @xaﬁpl@s of this new consensus can
be found in the agreement between Brazll and Argentina to cease
production of nuclear weapons. 2 This accomplishes the long

sought objective of making Latin America a nuclear free zone.

This displacement from the top of the agenda of security
concerns by economic objectives, is based on the perception that
external economic relations, even asymmetrical interdependence, no
longer fatally and inevitably leads to 23ero-sum outcomes.?
Perhaps the most vivid example of this radical change of
'p@rsp@etiV@ can be found in the Mexican initiative to form a Nerth
' American Free Trade Area (NAFTA).® In addition, the new outloek
is exemplified by the pesitive Latin Awmerican and Caribbean
response to the U.S. proposal for free trade with the rest of the

hemisphere, from Alaska to Patagonia.
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Tne days seem to be gone when the guiding principle of Latin
American and Caribbean foreign policies was to distance their
countries from the United §tates. Relations between the United
States and Latin America and the Caribbean today are beginning to
resemble the relations that prevail between Canada and the United
States. Security matters have been displaced from the top of the
agenda by the search for positive outcomes and mutual gain in the

economic sphere,.

Latin American and Caribbean nationalism has become more
positive, less defensive and' more outward-looking in the sense that
the interest of the region lies in finding mutually beneficial

outcomes by means of increased levels of economic interdependence.

Conclusion: The Hemisphere At a Crossroads

What are the main internal and external challenges that must
be confronted to sustain these positive trends?

The main internal challenge is the existence of a maiority of
households trying to survive under the poverty line. Ne.:.her a
nation nor a democracy can be said to have taken héld until these
vast populations have access to the benefits of freedom and growth.
‘This is the central message tha* ECLAC presented to the member
governments during its last sess:on, held in Santiago, Chile, on

April 8-15, 1992.%
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Externally, <the unilateral opening undertaken by the Latin
Anmerica and the Caribbean countries must not remain unrequited by
the United States and other industrial countries. The new and more
positive form of nationalism that prevails in the region must not

be rejected.

The emergence of a free trade area in the Western Hemisphere,
as proposed in the Enterprise of the Americas Initiative (EAI),
would strengthen pluralism. It would support the new exporters and
the new entrepreneurs, and it would contribute to the attainment of

the levels of prosperity required to overcome poverty.

The countries of Latin America and the Caribbean new f£ind
themselves at an unprecedented and challenging crossroad. One path
can lead to a prosperous hemisphere in which democracies and open
societies prevail. The other path can lead to "bending the twig,"

through a slide back into depression and dictatorship.
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