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between the t rends towards an i n c r e a s i n g l y in te rdependent i n t e r n a t i o n a l economy and 
towards t he absence o f a u t h e n t i c a l l y g l o b a l i ns t rumen ts t o manage the changes and 
overcome the c r i s i s . 
5. This' confuséd and d i s q u i e t i n g p i c t u r e rep resen ts a s t r o n g cha l lenge t o 
econo.'nic t ' h ink i f i g and p o l i c i e s j , bo th i n the c e n t r e s and t he p e r i p h e r y . Our 
response t o t h i s cha l l snne i s t he t ask t o v M c h we s h a l l have t o , devote ourse.1 ves 
i n the coming years¡, f i r s t by making a calm a p p r a i s a l o f t he exper iences we have 
l i v e d th rough and then drawing up a ba lance-shee t o f t h e l i m i t a t i o n s and 
o p p o r t u n i t i e s faced by our c o u n t r i e s on account o f t h e new r e a l i t i e s which have 
a r i s e n bo th i n the domest ic and i n t e r n a t i o n a l spheres. 
6 . This" task i n v o l v e s f o rm idab le d i f f i c u l t i e s s . The f i r s t l i e s i n the 
unprecedented na tu re o f the problems t o which we must f i n d a response. To t h i s i s 
added t he u n c e r t a i n t y p r e v e i l i n g as regards t h e d i r e c t i o n the wo r l d eccmomy w i l l 
take and the meaning o f the s t r u c t u r a l changes;which a re occurpring i n the g rea t 
i n d u s t r i a l c e n t r e s . I n a d d i t i o n , t h e r e i s t h e f a c t t h a t t h e g rea t d i v e r s i t y o f 
s i t u a t i o n s e x i s t i n g i n L a t i n America dooms t o f a i l u r e any a t tempt t o f i n d genera l 
fo rmulas a p p l i c a b l e t o the e n t i r e r e g i o n . The c i rcumstances do no t appear t o be 
favou rab le f o r the c r e a t i o n o f l a r g e economic:.models w i t h c la ims t o genera l 
v a l i d i t y , bu t r a t h e r t o t he e l a b o r a t i o n o f coherent and w e l l - b a l a n c e d syntheses, 
based on a c a r e f u l c o n s i d e r a t i o n o f t he l e s s o n s . o f t h e pas t and the cha l lenges 
r a i s e d by t he new r e a l i t i e s . 
7. ' ' The ECLA S é c r e t a r i a t has sought t o work w i t h i n t h i s p e r s p e c t i v e . We would 
l i k e now t o p o i n t out some o f the elements on which t he recen t work o f the 
S e c r e t a r i a t has concen t ra ted . Among o t h e r . a s p e c t s , t h i s work has been d i r e c t e d 
towards unders tand ing t he n a t u r e , magnitude and p rospec ts o f the c r i s i s now be ing 
> I . . • . 
exper ienced by the L a t i n American c o u n t r i e s , and o f t he wo r l d c r i s i s o f which t h a t 
process i s a p a r t ; ana l ys i ng the p a r t p layed by domest ic and e x t e r n a l f a c t o r s i n 
the emergence o f t h i s s i t u a t i o n and the i n t e r a c t i o n between t h e d i f f i c u l t i e s r a i s e d 
by the c u r r e n t economic s i t u a t i o n and un reso lved s t r u c t u r a l problems; r e v i e w i n g 
the c o n d i t i o n i n g f a c t o r s which must be c o n f r o n t e d by t he econoniic p o l i c i e s o f t he 
L a t i n American c o u n t r i e s i n the domest ic .and i n t e r n a t i o n a l spheres; a p p r a i s i n g the 
s h o r t - and medium-term prospec ts o f the w o r l d and La t i n . American economies, and 
r e f l e c t i n g on t he ob jec t i ves , , o r i e n t a t i o n s , and i n s t r u me n ts which cou ld be adopted 
i n the economic p o l i c i e s o f the c o u n t r i e s o f the r e g i o n i n o rder t o meet t he c r i s i s , 
bea r i ng those c o n d i t i o n i n g f a c t o r s i n mind, / I . THE 
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I . THE .SPECIAL FEATURES OF THE CRISIS IN LATIN AMERICA, 

8 . , A t t h e . b e g i n n i n g o f t h e 1980s L a t i n Amer i ta had t o c o n f r o n t t he severes t 
economic c r i s i s i t ñas exper ienced s i n c e t h e f a t e f u l years o f t h e Great Depress ion. 
Th is process was unden iab ly i n f l u e n c e d by domest ic c a u s e s , . b u t a l s o by a complex 
se t Of f a c t o r s a r i s i n g out o f t he per formance o f t h e economies o f t h e i n d u s t r i a l i z e 
c o u n t r i e s . - One o f t h e most o u t s t a n d i n g ¡ fea tu res o f t he c r i s i s i s t h e . f a c t t h a t i t 
extended, t o d i f f e r e n t - d e g r e e s and i n d i f f e r e n t fo rms, t o p r a c t i c a l l y . a l l t h e 
coun t r i es , o f t h e reg ion» Another s t r i k i n g f e a t u r e i s i t s .depth and du ra t i on» The. 
t h ree -yea r p e r i o d 1981-1983 was c h a r a c t e r i z e d by a sharp drop i n t h e p roduc t - i n 

/ 

bo th g l o b a l and per c a p i t a t e r m s - , a marked r e d u c t i o n i n r a t e s o f i nves tmen t , t h e 
spec tacu la r i n t e n s i f i c a t i o n o f i n f l a t i o n a r y p r e s s u r e s , a r i s e i n unemployment, and 
a drop i n r e a l wages. These n e g a t i v e changes on t h e domest ic f r o n t wete accompanied 
by .o thers which were n o - l e s s n e g a t i v e i n t he e x t e r n a l s e c t o r , t he most t a n g i b l e 
m a n i f e s t a t i o n s o f which.have been t h e payments c r i s e s , t h e r i s e i n exchange r a t e s , 
the l o s s o f i n t e r n a t i o n a l r e s e r v e s , and,- above a l l , t he u n b e a r a b l é ' i n c r e a s e i n the 
e x t e r n a l debt s e r v i c e coirsTiitments. I n s h o r t , we a r e faced w i t h t he most s e r i o u s 
economic c o n t r a c t i o n i n t h e l a s t f i f t y yea rs , w i t h heavy d e s t r u c t i o n u:: 
u n d e r - u t i l i z a t i o n o f t h e c a p i t a l accumulated i n r e c e n t decades and a s i x - y e a r 
setback i n t he r e g i o n ' s s o c i a l p r o g r e s s , so t h a t i t s s tandards o f l i v i n g were t he 
same i n 1983 as they had.been i n 1977. 
9 . A l though t h e background to. t h e c r i s i s goes b a c k - t o t h e f i r s t h a l f o.f t he 
1970s -when t he r e g i o n coped w i t h . t h e f i r s t o i l c r i s i s r e l a t i v e l y w e l l , due t o a 
se t o f f a c t o r s i n wi t ich e x t e r n a l indebtedness p layed a h i g h l y s i g n i f i c a n t r o l e -
i t s worsening a t t he beg inn ing o f t h e 1980s b rough t about p a r t i c u l a r l y s e r i o u s . 
consequencesg s i n c e i t - p u t an end t o t he growth c y c l e which t h e L a t i n American 
economies had exper ienced over t he pas t th ree 'decades^ i n wh ich , f rom the mid- Í960s 
on, the investment c o e f f i c i e n t began t o i nc rease g r a d u a l l y but . s t e a d i l y , and 
expor t s expanded and d i v e r s i f i e d c o n s i d e r a b l y . 
10. The c r i s i s a l s o nrarked t h e d o w n f a l l o f those économic p o l i c i e s which made 
too much use o f e x t e r n a l i ndeb tedness , as a r e s u l t o f t h e f a i l u r e ( a l t h o u g h t h e r e 
were d i f f e r e n c e s between the , i n d i v i d u a l c o u n t r i e s ) t o a p p r e c i a t e t h e p roper r o l e ' 
o f i n t e r n a t i o n a l f i n a n c i n g and t h e advantages and r i s k s o f indeb tedness . These 
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p o l i c i e s were f a c i l i t a t e d by t he unprecedented permissiveness then p r e v a i l i n g 
i n the g rea t i n t e r n a t i o n a l f i n a n c i a l c e n t r e s , i n s p i r e d by a misp laced conf idence 
i n past exper ience -wh ich .on t h i s occas ion proved t o be u n j u s t i f i e d - accord ing t o 
whicñ ' i n t e r n a t i o n a l i n f l a t i o n would tend t o lessen-'.'the weight ofl indebtedness w i t h . 
the passage o f the years . 
11. Owing Í 0 the generous f l o w s . o f p r i v a t e c a p i t a l made a v a i l a b l e a t t h a t t ime , 
the L a t i n American c o u n t r i e s managed t o ma in ta in high, volumes o f impor ts which, . , 
i n part,'Contributed t o ach iev ing s a t i s f a c t o r y r a t e s o f economic growth. Those-
r a t e s exceeded the r a t e s recorded i n the i n d u s t r i a l i z e d c o u n t r i e s , and enabled the 
c o u n t r i é s - o f the f e g i o n : t o cope r e l a t i v e l y e a s i l y vd th t h e . i n t e r n a t i o n a l recess ion 
o f 1 9 7 4 - 1 9 7 5 w h i c h was due,' i n t e r a l i a , ' t o the adjustment wh ich , the economies had 
t o make t o the new energy p r i c e s . Th i s , however, was on ly a .témpora?;/ s i t u a t i o n . 
12. The s i t u a t i o n remained manageable u n t i l t h e end o f the 1970s. At the-
b e g i n n i h g ' o f t he present decade,:;however, the r i s k s i nvo l ved i n a p p l y i n g economic 
po l i c ies - 'based on the excess ive use o f e x t e r n a l indebtedness i n a recess i ve 
con tex t became:obvious, Vifhen the recess ion i n .the i n d u s t r i a l i z e d c o u n t r i e s became 
more acu te , i n t e r n a t i o n a l i n t e r e s t r a t e s suddenly rose, and the terms of trade of 
the deve lop ing c o u n t r i e s ' de te r i o ra ted . The i nc reas i ng burden o f s e r v i c i n g t h e debt 
and the d e c l i n e i n expor t income caused the maintenance o f an acceptab le growth • 
r a t e t o become' i n c r e a s i n g l y dependent upon the p o s s i b i l i t y o f a t t r a c t i n g nev/ f lows 
o f e x t e r n a l resources, a t ex t remely h igh c o s t s . ' Fur thermore, ' t h i s p o s s i b i l i t y was 
d r a s t i c a l l y réduced i n 1982.and 1983, when t he re was a r e v e r s a l i n ,the extreme 
p e r m i s s i v i t y shown by the i n t e r n a t i o n a l f i n a n c i a l system d u r i n g t h e p reced ing 
decade and a massive c o n t r a c t i o n ' i n the i n f l o w o f new c a p i t a l t o the r e g i o n , thus 
g r e a t l y «yorsening the recess ion caused b y : t h e economic cyc l e o f t he g r e a t 
i n d u s t r i a l c e n t r e s , because o f the increase i n i n t e r e s t r a t e s and t he decrease i n 
the expor t income o f the L a t i n American c o u n t r i e s . Such, very b r i e f l y , was the ' 
e v o l u t i o n o f the c r i s i s c u r r e n t l y be ing con f ron ted by t h e reg ion . . 

^ C o - ' i g i n s t . f t he c r i s i s ; s t r u c t u r a l elem^nt's^ n a t i o n a l 
• • •' p o l i c i e s ' a n d the e x t e r n a l cyc le - " ^ 

13. I n these c i rcumstances, t h ree types o f quest ions may be r a i s e d w i t h respec t 
t o t h i s process." a) How was t h i s s i t u a t i o n reached, and what f e a t u r e s does i t 
p resent i n the case o f L a t i n America? b) 'What s h o r t - t e r m prospects are opened up 
t o us by the adjustment processes and r e a c t i v a t i o n p o l i c i e s be ing a p p l i e d i n the 

/ c e n t r e s ? 



5 

cen t res? and c ) What a re the i n p l i c a t i o n s o f t h i s pe rve rse comb ina t i on o f o l d 
s t r u c t u r a l problems w i t h those wh ich w i l l remain as t h e a f t e r m a t h o f t h e c r i s i s , as 
f a r as t h e development «rodéis wh ich t h e L a t i n American c o u n t r i e s c o u l d t r y o u t i n 
t he medium and l o n g terms a re concerned? I n o r d e r t o respond t o t h e f i r s t t y p e o f 
quest ion» we must go more deeply i n t o r e c e n t e v e n t s . 
U . I f we p l a c e our a n a l y s i s i n a c o r r e c t h i s t o r i c a l p e r s p e c t i v e , we must 
acknowledge t h a t t h e magni tude and f e a t u r e s o f t h e c r i s i s were s u b s t a n t i a l l y 
i n f l u e n c e d by t h e l o n g - s t a n d i n g s t r u c t u r a l p rob lems so o f t e n ana l ysed i n ECLA 
s t u d i e s . ' However, t h i s c o n s i d e r a t i o n s h o u l d n o t se rve t o d e t r a c t f rom t h e 
impor tance o f dor res t ic p o l i c i e s and t h e behav iou r o f t h e e x t e r n a l c y c l e d u r i n g t h e 
1970s. Both o f these e le i ren ts encouraged e x c e s s i v e use o f extern.il i ndeb tedness , 
most o f wh ich , f o r reasons wh ich w i l l be d e a l t w i t h be low, was c o n t r a c t e d w i t h 
p r i v a t e sources , and wh ich now amounts, a t t h e r e g i o n a l l e v e l , t o Tioré t h a n 
LE$3J0 b i l l i o n . Th i s ex t reme l y h i g h degree o f Indeb tedness , wh ich i s t h e most 
impo r t an t imnedia te . cause o f t h e c r i s i s b e i n g expe r i enced by t h e U t i n Amer ican 
c o u n t r i e s t oday , i s f o r i t s p a r t t h e e x p r e s s i o n o f a complex cOmbins t ion o f b o t h 
domest ic and e x t e r n a l f a c t o r s . 
15. We have a l r eady ment ioned t h e f a c t t h a t t h i s indebtedness was made p o s s i b l e 
by t h e e x t r a o r d i n a r y c l i m a t e o f i n t e r n a t i o n a l f i n a n c i a l pe rm iss i veness wh ich 
p r e v a i l e d a t t h e b e g i n n i n g o f t h e l a s t decade: a s i t u a t i o n due t o f a c t o r s wh ich had 
e x i s t e d f rom t h e end o f t he 1960s b u t wh ich subsequen t l y became s t r o n g e r due t o t h e 
g r e a t i n t e r n a t i o n a l l i q u i d i t y gene ra ted on account o f t h e s u r p l u s e s accunu la ted by 
t he p e t r o l e u m - e x p o r t i n g c o u n t r i e s . T h i s gave r i s e t o a p o w e r f u l resurgence o f t h e 
i n t e r n a t i o n a l c a p i t a l marke ts , e s p e c i a l l y t h r o u g h t h e new Eurocu r rency marke t , and 
they e v e n t u a l l y had an unprecedented volume o f l i q u i d resou rces a t t h e i r d i s p o s a l , 
t h e m o b i l i z a t i o n o f wh ich was c a r r i e d o u t w i t h o u t kny r e f e r e n c e t o t h e n a t i o n a l 
monetary a u t h o r i t i e s and i n t e r n a t i o n a l f i n a n c i a l b o d i e s . I n e f f e c t , t h é 
i n t e r n a t i o n a l p r i v a t e bank ing sys tem was g i v e n c a r t e b lanche f o r r e c y c l i n g these 
resources , wh ich i t d i d w i t h apparen t e f f i c i e n c y d u r i n g t h a t p e r i o d . • However, 
because o f t he c o n p e t i t i o n by t h e banks i n l e n d i n g t h e i r f i n a n c i a l s u r p l u s e s , t hey 
i g n o r e d many o f t h e c r i t e r i a wh ich had gu ided these o p e r a t i o n s i n t h e p a s t , ' - t h u s 
i n c r e a s i n g t h e i r r i s k t o an e x t e n t wh ich has become e v i d e n t w i t h t h e c r i s i s . 
16. The economic p o l i c i e s f o l l o w e d by t h e L a t i n American c o u n t r i e s d u r i n g t h a t 
p e r i o d s t i m u l a t e d t h a t p rocess , a t d i f f e r e n t r a t e s and i n d i f f e r e n t ways. I have 

/ a l r e a d y n o t e d 



- 6 -

a l ready noted t h a t recourse to, e x t e r n a l c r e d i t was used to . a cons ide rab le e x t e n t 
i n o rder t o surmount the f i r s t depress ion o f the mid-1970s and m a i n t a i n t h e 
c o u n t r i e s ' g r o w t h " r a t e . T h i s c r e d i t f a c i l i t a t e d t he expansion o f domest ic spending, 
which was used f o r d i f f e r e n t purposes, not a l l o f which c o n t r i b u t e d t o the same 
e x t e n t t o the achievement o f t h a t o b j e c t i v e . I n some cases -perhaps t he fewes t -
domest ic spending was d i r e c t e d towards programmes o f inves tment i n p roduc t i on , 
p r o j e c t s which, u n f o r t u n a t e l y , i n many cases i n v o l v e d very l ong l ead t i m e s , were 
ove ramb i t i ous , o r were based on e x c e s s i v e l y o p t i m i s t i c assumpt ions on market , 
behav iou r , t hus g i v i n g r i s e t o a s i t u a t i o n i n which a cons ide rab le p r o p o r t i o n o f 
those inves tments remained p a r t i a l l y i d l e . I n o t h e r c a s e s t h e inc reased 
indebtedness was used t o suppor t i n d i s c r i m i n a t e p o l i c i e s o f g r e a t e r e x t o r n a l 
openness which i n v o l v e d a sharp expansion i n i m p o r t s , i n c l u d i n g a h i g h p r o p o r t i o n o f 
a l l k i n d s o f consumer goods. I n some cases^ the e x t e r n a l indebtedness served t o 
encourage p o l i c i e s o f e x c h a n g e , o v e r - v a l u a t i o n i n s t e a d o f a u t h e n t i c a n t i - i n f l a t i o n a r y 
s t r a t e g i e s . On o the r occas ions , t h e imp lementa t ion o f macroeconomic p o l i c i e s 
l a c k i n g i n coherency l e d t o l o s s o f con f idence a n d . f l i g h t o f ' ^ c a p i t a l , w i t h t h e 
r e s u l t i n g l o s s o f reserves and f u r t h e r expansion o f e x t e r n a l indebtedness. There 
were even cases where such indebtedness s t i m u l a t e d a v i g o r o u s process o f arms 
purchases. 
17. Consequent ly , a t t r i b u t i n g t he b u l k o f t he r e s p o n s i b i l i t y f o r - t h e c u r r e n t 
c r i s i s i n L a t i n America t o e x t e r n a l f a c t o r s would '^e i n c o r r e c t and would endanger the 
c r e d i b i l i t y o f t h e L a t i n American p o s i t i o n . The same would t e t r u e i f t he a n a l y s i s 
were t o s t r e s s u n i l a t e r a l l y t he f i n a n c i a l and monetary aspects o f the c r i s i s -wh i ch 
are indeed i t s most s e r i o u s and obv ious symptoms- w h i l e n e g l e c t i n g t he r e a l aspects 
which a r e , i n the T i n a l a n a l y s i s , r e s p o n s i b l e f o r i t . Among these aspects ment ion 
shou ld be made o f the recess ion and the economic p o l i c i e s o f t he developed c o u n t r i e s , 
which a f f e c t the demand f o r p roduc ts expor ted by L a t i n Amer ica; the p r o t e c t i o n i s m 
p r e v a i l i n g i n the developed c o u n t r i e s , which thus l i m i t t h e L a t i n American c o u n t r i e s ' 
access t o t h e i r markets,' t h e impact o f t he c r i s i s on t he p r o d u c t i o n apparatus o f the 
L a t i n American c o u n t r i e s , as a r e s u l t o f t he growing c o n t r o l o f f i n a n c i a l i n t e r e s t s 
over t he p r o d u c t i o n s e c t o r s , t h e over - indeb tedness o f t h e p r i v a t e sec to r and t h e 
f a i l u r e o f bus inesses, t he u n d e r - u t i l i z a t i o n o f e x i s t i n g p r o d u c t i o n c a p a c i t y , and 
unemployment; t he nega t i ve e f f e c t s o f the excess ive s t r e n g t h e n i n g o f t he n a t i o n a l 
f i n a n c i a l systems i n compar ison w i t h the p r o d u c t i o n s e c t o r s ; t he c o n t r a c t i o n i n 
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investmentJ the impact o f t he c r i s i s on t he income o f l a r g e s e c t o r s . o f t he 
p o p u l a t i o n , which have had t o bear a n , i n o r d i n a t e l y . h i g h p r o p o r t i o n o f t he 
burden o f t he ad justment , . ,and - i n g e n e r a l - . t h e a p p l i c a c i o n o f domest ic p o l i c i e s 
which o v e r r s t i m u l a t e d consumption o r i nves tmen t , f o s t e r e d cu r rency o v e r - v a l u a t i o n 
gave r i s e t o . f i s c a l d e f i c i t s or s e t o f f processes o f opening-up t o the e x t e r i o r , 
t h a t were excess ive o r . t o o r a p i d . 
18. • I n s h o r t j when t he causes o f t he process a re ana lysed, t h e conc lus ion 
reached , i s t h a t ' they i n c l u d e bo th domest ic and e x t e r n a l f a c t o r s and t h a t beh ind 
t h e i r f i n a n c i a l and monetary aspects l i e r e a l aspects which have had g r e a t 
i n f l u e n c e on t he development o f t he c r i s i s . A l l o f these f a c t o r s have come t o 
bear d i f f e r e n t l y i n each c o u n t r y , depending on i t s s tage o f development, t he 
fea tu res o f i t s economy o r t he economic p o l i c i e s a p p l i e d by i t . 

2 . I The debt s p i r a l and f i n a n c i a l slowdown 

19. I n order , b e t t e r t o understand the behav iour and i n t e r c o n n e c t i o n o f_ these 
d i f f e r e n t f a c t o r s , t h e recen t i n d i c a t o r s ' shou ld be examined more c l o s e l y . The 
debt s i t u a t i o n o f , t h e L a t i n American c o u n t r i e s f i r s t began t o cause concern a t 
the end o f t he 1970s, by which t ime t h e r e g i o n a l debt had a l r eady reached 
US$ 200 b i l l i o n . Th i s concern was p a r t l y a l l a y e d , however, by t he e v o l u t i o n 
o f tVie i n t e r n a t i o n a l c y c l e and t he r e g i o n ' s performance i n t he expo r t f i e l d . 
I n the case o f Mexico, f o r example, t h e domest ic p roduc t grew between 1970 
and 1979 a t an average o f 6.4% per y e a r , w h i l e expo r t s grew a t an annual r a t e 
o f 11.9%. Dur ing t he same p e r i o d , t h e comparable f i g u r e s f o r B r a z i l were 6.7% 
and 9.1%, r e s p e c t i v e l y , w h i l e i n t he case o f A r g e n t i n a a ve ry modest i nc rease 
in ' the growth o f t he p roduc t (2.6%) was accompanied by a r a t e o f expo r t 
expansion o f 10.7%. The performance o f e x p o r t s d u r i n g t h e second h a l f o f t h i s ' 
decade was e s p e c i a l l y no tewor thy ; they no t o n l y recovered t he s t r o n g r a t e o f 
expansion which they had d i s p l a y e d be fo re t he c r i s i s o f 1974-1975, bu t even 
surpassed i t , s i nce between 1976 and 1981 t he r e g i o n ' s e x p o r t s grew a t an annual 
r a t e o f approx imate ly 9%. B r i e f l y , what happened was t h a t t he behav iour o f 
the i n t e r n a t i o n a l f i n a n c i a l and commercia l marke ts , and t he performance o f 
the reg ion i n terms o f g rowth and - p a r t i c u l a r l y - e x p o r t s , calmed any doubts 

might have 'leen r a i s e d by t he h i g h l e v e l o f i t s e x t e r n a l . indebtedness. 
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20. The s l t u a t i o r i underwent a r a d i c a l change a t the beg inn ing o f the 1980s, 
however. Thus, a t t he b e g i n n i n g o f t he p resen t decade, the i n t e r n a t i o n a l 
economic " s i t u a t i o r , changed course s p e c t a c u l a r l y , due t o t he i nc rease i n i n t e r e s t 
r a t e s and t h e p e r s i s t e n t and pronounced drop i n t h e terms o f . t r a d e , w i t h 
p a r t i c u l a r l y acu .e consequences f o r t he L a t i n American c o u n t r i e s w i t h the 
heav ies t deb ts . I n t e r e s t r a t e s , a f t e r hav ing been n e g a t i v e o r o n l y s l i g h t l y ' 
p o s i t i v e d u r i n g t he e n t i r e pas t decade, rose s h a r p l y i n r e a l terms (see t a b l e 1) . 
Th is phenomenor was aggravated by t he f a c t t h a t , a good dea l be fo re t h i s , t he ' 
terms o f t r a d e d e t e r i o r a t e d d r a s t i c a l l y . 

Tab le .1 

REAL INTEREST RATES AND NET CAPITAL INFLOW 
(Pe: centages and b i l l i o n s o f d o l l a r s ) 

I n t e r e s t C a p i t a l 
r a t e s i n f l o w 

1973 2 .94 8 . 1 
197A 0 .11 11.6 
1975 - 2 . 2 1 U . 5 
1976 - 0 . 2 2 18.3 
1977 - 0 . 5 0 17.3 
1978 1.23 26.A 
1979 0 .66 . 29 .0 
1980 0 .86 30.2 
1981 6 .11 37.9 
1982 6 .91 16.7 
1983 6 .71 3 . 2 

Source: ECLA. 
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.21. Tfié n e g a t i v e combina t ion o f , t h e two f a c t o r s aggravated t h e d i f f i c u l t i e s 
c rea ted by t h a ' v a r y heavy e x t e r n a l debt c o n t r a c t e d by t h e r e g i o n ; as t he debt 
s e r v i c e conmitmsnts rose , the income o b t a i n e d by the, L a t i n . A m e r i c a n c o u n t r i e s 
f rom t h e i r e x p o r t s d im in i shed . Thus, t h e c o u n t r i e s were f o r c e d t o c o n t r a c t 
new debts s i m p l y t o meet t he i n t e r e s t payments on t he accumulated d e b t . For 
the r e g i o n as "S wiiol'eV these payments. came t o r e p r e s e n t ' a b o u t , 36^ p f t h e i r ea rn ings 
from expo r t s o f goods and s e r v i c e s in ' t h e p e r i o d 1982-1983. These f i gu res^ 

h i g h l i g h t ' the" i nc rease i n t he p a r t p l ayed by t h e e x t e r n a l c y c l e i n t h e worsen ing 
. -•)'* • • . - . . . . • 

o f the r e g i o n ' s s i t u a t i o n . 
22. ".Dúring the p e r i o d 1982-1983 a ' f a c t o r which had a s i n g u l a r l y p o w e r f u l 
i n f l u e n c e i n a c c e l e r a t i n g t he c r i s i s made i t s presence f e l t s namely, t h e s e r i o u s 
f i n a n c i a l c o n t r a c t i o n caüsed by t he p r i v a t e bank ing system as a r e a c t i o n t o t he 
c r i s i s . The p r i v a t e banks, wh ich s u p p l i e d most o f L a t i n Amer i ca ' s e x t e r n a l 
f i n a n c i n g d u r i n g t h e pas t decade and whose loans were g rowing a t a r a t e o f 
over 20% per year a t t h e end o f t h a t decade, reduced t h e i r c r e d i t s d r a s t i c a l l y 
d u r i n g ' t h e s e two y e a r s , ' c a u s i n g a sudden drop i n t h e in f lovy o f c a p i t a l i n t o 
L a t i n America (see t a b l e 1) . Th i s drop would have been even g r e a t e r had i t 
no t been f o r the i n t e r v e n t i o n o f t h e i n t e r n a t i o n a l f i n a n c i a l bod ies and 

n . . 
e s p e c i a l l y - t he I n t e r n a t i o n a l Monetary.Fund. 
23. ECLA has p l a t e d g rea t emphasis on the: impact o f t h i s f i n a n c i a l c o n t r a c t i o n 
which came on t op o f t h e economic r e c e s s i o n caused by t he i n t e r n a t i o n a l c y c l e 
through the r i s e i n i n t e r e s t r a t e s and t he slump i n t h e terms o f t r a d e . V I n 
o rder t o a p p r e c i a t e t he magnitude o f t he problems which t h i s c o n t r a c t i o n has 
c rea ted f o r t h e L a t i n American c o u n t r i e s , one need o n l y cons ide r t h a t i f o n l y 
the terms o f t r a d e i n 1983 had reached t h e i r 1980 l e v e l and t h e r e a l i n t e r e s t 
r a t e s had been l e s s (which would s t i l l have s i t u a t e d them f a r above 
t r a d i t i o n a l averages) , t he r e g i o n would have had an e x t r a US$ 25 b i l l i o n a v a i l a b l e 
i n i t s e x t e r n a l accounts , which would have made i t much e a s i e r t o meet t h e 
i n t e r e s t payments on t he debt (amount ing t o some US$ 35 b i l l i o n ) w i t h o u t hav ing 
t o r e s o r t t o the sharp c o n t r a c t i o n o f i m p o r t s which had t o be c a r r i e d o u t i n 
t he l a s t two years . The absence o f these c o n d i t i o n s , however, t o g e t h e r w i t h 

For a more d e t a i l e d a n a l y s i s o f these i ssues see ECLA document 
"AdJusTment p o l i c i e s and r e n e g o t i a t i o n o f t h e e x t e r n a l d e b f ' e San t i ago , 
February 1984. 

/ t h e c o n t r a c t i o n 



- 10 -

t h e c o n t r a c t i o n s u f f e r e d i n e x t e r n a l f i n a n c i n g f rom p r i v a t e sources, made L a t i n 
America i n t o a net e x p o r t e r o f c a p i t a l , thus r e v e r s i n g a h i s t o r i a l t r e n d , and 
i n f l a g r a n t c o n t r a d i c t i o n w i t h the c a p i t a l - i m p o r t e r s t a t u s a p p r o p r i a t e t o 
deve lop ing c o u n t r i e s . 
2h. The o u t l i n e I have j u s t g i ven h i g h l i g h t s the p ro found changes undergone 
by t he c e n t r e - p e r i p h e r y r e l a t i o n s h i p , which has always been an impor tan t element 
i n ECLA's ana lyses o f L a t i n American development. Thus, f rom the 1950s onwards, 
the sluggishneiss o f w o r l d t r a d e and t he r e s t r i c t i o n s o f t h e i n t e r n a t i o n a l 
markets c r e a t e d a f avou rab le c l i m a t e f o r t he L a t i n American c o u n t r i e s ' d e c i s i o n 
t o (^epend p r i m a r i l y on t h e i r i n t e r n a l markets and f a l l o w impor t s u b s i t u t i o n 
p o l i c i e s on á n a t i o n a l and r e g i o n a l s c a l e . As f rom the mid-1960s, however, 
w o r l d t r a d e r e g i s t e r e d unprécedented growth which encouraged t he a p p l i c a t i o n 
o f expo r t expansion and d i v e r s i f i c a t i o n p o l i c i e s by t he L a t i n American 
c o u n t r i e s , t hus g i v i n g a néw p r o f i l e t o t h e r e g i o n ' s e x t e r n a l t r a d e . From 
the f i r s t h a l f o f t he 1970s'onwards^ t h e ' s i t u a t i o n o f i n t e r n a t i o n a l f i n a n c i a l 
permiss iveness a l ready ment ioned e a r l i e r s t i m u l a t e d e x t e r n a l indebtedness 
p o l i c i e s which made p o s s i b l e an expansion i n spend ing, w i t h d i f f e r e n t o b j e c t i v e s 
and r e s u l t s , e s p e c i a l l y i n terms o f i t s economic and s o c i a l p r o d u c t i v i t y . A t 

. t he beg inn ing o f the 198Qs, t he i n t e n s i f i c a t i o n o f t he r e c e s s i v e cyc l e i n t he 
c e n t r e s , t o g e t h e r w i t h the r i s e i n i n t e r e s t r a t e s and t h e drop i n the terms 
o f t r a d e , s h a r p l y reduced t he L a t i n American c o u n t r i e s ' c a p a c i t y f o r r e a c t i v a t i o n , 
and t h i s s i t u a t i o n was f u r t h e r aggravated by the c o n t r a c t i o n o f the i n f l o w o f 
c a p i t a l i n t o the r e g i o n . 
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l i . THE INEVITABILITY AND TENSIONS OF 
THE ADJUSTMEHT POLICIES 

25. Faced, w j . t | i ,a c r i s i s wh ich , had such f a r - r e a c h i n g ^ r e p e r c u s s i o n s , on t h e e x t e r n a l 
income of- t h ? , r e g i o n , , , c o u n t r i e s , were i n e v i t a b l y f o r ced ; to^ ma^e adjustments^, 
w i t h h i gh economic and s o c i a l c o s t s . I n v i e w , o f such a , d i f f i c u l t ^ s i t u a t i o n , i t 
would, c e r t a i n l y . b e . U t o p i a n . , t o t r y t o imag ine , a "pa fn le^s "^ a d j u s t m e n t . , But - the, . 
q u e s t i o n t h a t n u s t - b e asked he re i s . w h e t h e r the , a d j u s t m e n t , b e s i d e s b e i n g 
i n e v i t a b l e and p a i n f u l , , has ,been f a i r i n te rms o f t h e ^ d i s t r i b u t i o n o f i t s c o s t s 
among, t he d i f f e r e n t - s e c t o r s I n v o l v e d i n t h e c r i s i s , b o t h a t t h e domes t i c and t h e 
i n t e r n a t i c n a l . . l e v e l . , 
26. The ad jus tmen t has i n . fact , assumed s t r o n g l y r e c e s s i v e . f e a t u r e s , b a s i c a l l y 
r e f l e c a d i n t h e r e d u c t i o n o f , i m p o r t s i n o r d e r , t o . o b t a i n a . t rade s u r p l u s , w i t h 
which t o m e e t , t h e , , ^ | ; e r n a l , deb t , s e r v i c e commitments; t [ i e r e d u c t i o n o f . spend ing , 
b o t h f o r consumpt ion ánd i n v e s t m j t i t ; t h e e r o s i o n .of i n t e r n a t i o n a l r e s e r v e s , and 
sharp d e v a l u a t i o n s . ..As a, n a t u r a l c o r o l l a r y o^ t h e f o r e g o i n g , t h e t r a d i t i o n a l 
p ressu res on p r i c e s were j o i n e d by t h o s e a r i s i n g f rom .the .growing f i s c a l d e c e i t s 
wh ich , on t h e one hand, s t i m u l a t e d i n f l a t i o n , and, pn t h e ^ o t h e r , l e d , ¡ t o s e r i o u s 
c u t s i n . p u b l i c i n v e s t m e n t , p a r t i c u l a r l y , investment ; i n t e n d e d f o r t h e s o c i a l _ 
sphere , I t i s not . s u r p r i s i n g , , t h e r e f o r e , , t h a t a l o n g w i t h q prog^^ss o f d e s t r u c t i o n 
o r u n d e r u t i l i z a t i o n o f ( i n s t a l l e d c a p i t a l , ^ s t r o n g ,cQncent.]f^^tion , p f n e g a t i v e 
e f f e c t s . o f t h e c r i s i f , i n „ t h e p o o r e s t s e c t o r s o f t h e p o p u l a t i o n has o c c u r r e d . 
27. I n . ^ p l y i n g i t s adj i |stmen.t p o l i c i e s , t h e r e g i o n used t h e o r t h o d o x mechanisms 
recommended by t h e , ^ i n t e r n a t i o n a l Monei;&ry, f u n d , wh i ch ¡had,.,to fit (Within t h e 
narrow l i m i t s imposed, by a d i f f i c u l t payments . s i t u a t i o n and .by an i n t e r n a f i o h a l 
f i n a n c i a l coiWu,ni ty t h a t was r e l u c t a n t . , t o g r a n t new c r e d i t s . . I n t h i s c o n t e x t , 
t he a d j u s t o e n t . p o l i c i e s ,coyld, nof; b^ o t h e r t h a n , m a r k e d l y r e c e s s i v e , . e § p e c i a l l y 
i n s o f a r as hopes f o r , a r a p i d r e c o v e r y o f t h ^ wpr,Id.economy, v^ i th f a v o u r a b l e 
e f f e c t s on i n t e r e s t r a t e s ^and t h e t e ^ s o f t r a d e , d i d n o t pome t o f r u i t i o n . 
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28. No-one c o u l d imagine t h a t a way ou t o f t he p resen t c r i s i s c o u l d avo id go ing 
th rough ad jus tments as p a i n f u l as they a re i n e v i t a b l e . However, t he impact o f 
i n t e r n a t i o n a l c i rcumstances which are beyond the c o n t r o l o f n a t i o n a l governments, 
t he de layed r e a c t i o n o f t he é x t e r n a l c y c l e and t h e " f á r - r e a c h i n g Economic arid 
s o c i a l cos ts i n v o l v e d i n t h e ad jus tment have b e e n ' ¿ ¿ u s i n g ' g r ó w i n g ' c l i s s a t i s f a c t i o n 
w i t h the fnecháni'sms a p p l i e d t o c a r r y t h i s out:. 
29. The í i i g h e s t - l e v é f " ' p o l i t i c a l exp ress ion o f t h i s d i s q u i e t l i d e was p r o v i d e d a t 
t h e recen t L a t i n American Economic Conference convenecl a t t he b e g i n n i n g o f ' t h i s 
year i n Qui to^ by t h e , P r e s i d e n t o f Ecuaclor, Dr . dévaídó Hur tado . ' Thé D é c r a r a t i o n 
and P lan o f A c t i o n adopted a t t h a t Conference,- b r o ü g h t ' t h e ' c o n á i d é f á t i b n o f ' these 
problems i n t o t he p o l i t i c a l sphere , f o r t h e f i r s t t ime s i n c e t he b e g i n n i n g o f ' t h e 
most acu te phase o f t h e p resen t c r i s i s , and es táb l i shec í t h e p r i n c i p l e t h a t t h e 
e x t e r n a l debt s e r v i c e commitments and, hence, t he i n t e n s i t y o f ' t h e ad jus tméht , -
shou ld t o a l a r g e r e x t e n t be t he s u b j e c t o f p roposa ls f o r m u l a t e d by t h e L á t i h 
American c o u n t r i e s themselves . These p roposa ls sho l j ld b a s i c a l l y t a k e i n t o account 
t he need t o m a i n t a i n a certaih^^economic growth r a t e a n d ' a c c e p t a b l e ' l i v i n g 
c o n d i t i o n s f o r t h e i r s o c i e t i e s ! 
30. Thé baé is f o r t h i s c r i t i c a l pos i t i on , - as I have s a i d , i s p r i m a r i l y á 
p o l i t i c a l one! Indeed, ' i f t he r e l a t i o n s between t he L a t i n ' A m e r i c a n ' c o u n t r i e s , 
on t he one hand, a n d ' t h e i r ' c r e d i t o r s and t h e i n d u s t r i a l i z e d h a t i o n s ] on t h e o t h e r , 
a re no t p laced on a d i f f e r e n t p o l i t i c a l l e v e l , no'-'matter what t h e r e l a t i v e we igh t • 
o f t he domestic and i n t e r n a t i o n a l f a c t o r s i n shaibing t he c r i s i s , i t w i l l become 
almost imposs ib le t o hand le . These c o n s i d e r a t i o n s o f a ' p o i i t i b a l n a t u r e shou ld , 
i n t e r a l i a ; a) C a l l i n t o ' ques t ion t he l o n g - t e r m v i a b i l i t y o f a g e n e r a l ad justment 
process i n which a l l t h e c o u n t r i e s are s imu l taheous l y l e d t o reduce t h e i r 
impor t s and expand t h e i r e x p o r t s a t a t ime when á .growing and ever more s u b t l e 
system, o f p r o t e c t i o n i s m i s b e i n g c a r r i e d fo rward by t h e ^ i n ' d u s t r i a l i z e d ' c o u n t r i e s ; 
i t i s acknowledged t h a t , a l t h o u g h t h e d e f i c i t ' t r a d e performance o f t h e U n i t e d 
S ta tes i s an • impo r t a n t and p o s i t i v e e x c e p t i o n ' t o t h i s s t a t e o f a f f a i r s ' , t he 
c r i t i c i s m con t i nues t o be v a l i d as regards the o the r c o u n t r i e s w i t h which t h e 
r e g i o n t r a d e s ; b ) P o i n t up t he f a c t t h a t , w h i l e t he v a r i o u s a c t o r s i n v o l v e d i n 
the c r e a t i o n o f the c r i s i s - t h e deb to r c o u n t r i e s , the i n t e r n a t i o n a l banks, t h e 
i n d u s t r i a l i z e d c o u n t r i e s , i n t e r n a t i o n a l f i n a n c i a l agencies and t h e ve ry system 
o f g l o b a l economic r e l a t i o n s i t s e l f - c l e a r l y have a share o f t he r e s p o n s i b i l i t y 
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i n t h i s r e s p e c t , t he c o s t o f t h e ad jus tmen t f a l l s a lmost e x c l u s i v e l y on t h e 
debtor c o u n t r i e s ; under t h e s e c i r cums tances , t h e i n t e r n a t i o n a l banks n o t o n l y 
have f a i l e d t o assume a f a i r share o f t h e c o s t s o f r e f i n a n c i n g t h e d e b t , b u t a l s o 
have Inc reased t h e i r p r o f i t marg in e x c e s s i v e l y v i a t h e c o s t s "of f i n a n c i a l 
i n t e r m e d i a t i o n ; á t ' t h e same t i m e , t h e y have succeeded i n h a v i n g t h e I n t e r n a t i o n a l 
Monetary Fund m a i n t a i n a s u p e r v i s o r y presence w i t h r e s p e c t t o t h e management o f 
the debtor c o u n t r i e s ' domest ic economic p o l i c y - i n o r d e r t o ensure t h e i r a b i l i t y 
t o pay, w h i l e they have a l s o managed t o have S t a t e guarantees extended i n many 
o f these c o u n t r i e s t o a lmost a l l o f t h e i r c r e d i t s , i n c l u d i n g those t o wh ich 
goverrment guarantees d i d n o t o r i g i n a l l y a p j a l y ; ' c ) Draw a t t e n t i o n t o - t h e ab rup t 
r e s t r i c t i o n o f e x t e r n a l c a p i t a l f l o w s imposed by t h e i n t e r n a t i o n a l f i n a n c i a l 
system and t h e fac t - t h a t L a t i n America has become a n e t ' c a p i t a l e x p o r t e r ; t h i s 
s i t u a t i o n i s f e l t t o m i l i t a t e n o t o n l y a g a i n s t a minimum degree o f r ecove ry by 
the L a t i n Afnericah economy bu t a l s o a g a i n s t t he r e a c t i v a t i o n o f t h e w o r l d 
economy i t s e l f . 
31. The method o f ad jus tment used by a number o f L a t i n American c o u n t r i e s has, 
f u r t he rmore , war ran ted t h e o r e t i c a l c r i t i c i s m , wh ich has been examined i n t h e 
pas t by ECLA and which has been repea ted i n some o f i t s r e c e n t s t u d i e s . As 
Massad and Zah le r s t a t e d i n a r e c e n t s t u d y , t h e magni tude, n a t u r e and p e r s i s t e n c e 
o f recen t e x t e r n a l intoalances and t h e i t r e l a t i o n s h i p t o domest ic imbalances 
suggest t h a t t h e c u r r e n t t h e o r e t i c a l models for" a n a l y s i n g t h e ba lance o f payments 
are based on v a r i o u s s e t s o f u n r e a l i s t i c and o v e r l y r e s t r i c t i v e assumpt ions , and 
have produced p iecemeal and, a t t i m e s , er roneous p o l i c y i n t e r p r e t a t i o n s and 
recommendations w i t h r espec t t o t h e developments wh ich have o c c u r r e d i n t h i s 
sphere. I n p a r t i c u l a r , t h e r e has been l i t t l e a n a l y s i s o f t h e d e t e r m i n a n t s o f 
p r i v a t e i n t e r n a t i o n a l f i n a n c i a l f l o w s o r o f t h e e x t e r n a l d e b t ' s impact on t h e 
n a t i o n a l economy. I n a d d i t i o n , assuming t h a t w o r l d economic a c t i v i t y , 
i n t e r n a t i o n a l i n t e r e s t r a t e s and o t h e r fundamenta l v a r i a b l e s remain c e t e r i s 
p a r i b u s , t he p o l i c y p r e s c r i p t i o n s pu t t h e burden o f r e s t o r i n g a ba lance on t h e 
"prob lem c b u n t r y " , w i t h l i t t l e or no r e c o g n i t i o n o f t h e in te rdependence o f t h e 
e x t e r n a l imbalances among t h e c o u n t r i e s ^ b o t h w i t h r e s p e c t t o t h e i r causes and 
t he r e s p o n s i b i l i t y i n v o l v e d , * / 

See Massad, C. and Z a h l e r , R . , "The Adjustment P r o c e s s " , p r e l i m i n a r y 
v e r s i o n , pp. 5 and 6 . 
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32. Desp i te t he f a c t t h a t t he r e g i o n has reae ted very r e s p o n s i b l y t o t h i s 
s i t u a t i o n , t a k i n g measures t o c o r r e c t i t which,have had p a i n f u l economic, s o c i a l 
and even p o l i t i c a l consequences, doubts p e r s i s t as t o t he a b i l i t y o f t he L a t i n 
American s o c i e t i e s t o c o n t i n u e t o endure the s a c r i f i c e s they are c u r r e n t l y making. 
Because o f t h i s , i n v a r i o u s f i n a n c i a l and p o l i t i c a l c e n t r e s a t t e n t i o n has been 
c a l l e d t o the p o s s i b l e consequences o f the L a t i n American c o u n t r i e s ' domest ic 
s i t u a t i o n and p a r t i c u l a r l y t o t h e repe rcuss ions which extreme s o l u t i o n s would 
have on t h e . s t a b i l i t y o f w o r l d f i n a n c i a l markets . Some o f the bo ldes t and most 
i n n o v a t i v e p roposa ls f o r seek ing g l o b a l fo rmulas which go beyond the p o l i c i e s 
c u r r e n t l y , i n p l a c e have come from i n t e l l e c t u a l c i r c l e s i n the i n d u s t r i a l i z e d 
c o u n t r i e s and, i n c r e a s i n g l y , f rom p o l i t i c a l l eade rs and t h e economic a u t h o r i t i e s 
o f t h e L a t i n American c o u n t r i e s themselves. These p r o p o s a l s , however, liave ye t 
t o i n f l u e n c e t h e a t t i t u d e s o f t he p o l i t i c a l a u t h o r i t i e s i n the developed c o u n t r i e s . 
33. One c e n t r a l t o p i c f o r the inmed ia te f u t u r e i s t he es tab l i shmen t o f g l o b a l 
mechanisms t o f a c i l i t a t e t h e s e r v i c i n g o f the debt t o p r o v i d e leeway f o r a g r e a t e r 
f l ow o f impor ts and, by t h a t means, t o pe rm i t a process, o f r e a c t i v a t i o n i n the 
L a t i n American economy. To these ends a se t o f measures have been proposed i n 
genera l terms which are aimed a t b r i n g i n g about a cons i de rab le r e d u c t i o n i n t he 
cos ts o f f i n a n c i a l i n t e r m e d i a t i o n , t he r eschedu l i ng o f i n t e r e s t payments on 
t he debt i n a way wh ich would no t absorb t oo g r e a t a p r o p o r t i o n o f expor t , 
ea rn ings , and an e x t e n s i o n o f l oan m a t u r i t i e s . On t h i s occas ion , I w i l l no t en te r 
i n t o a n . a n a l y s i s o f these s u b j e c t s , which have been d iscussed i n o the r ECLA 
documents. S u f f i c e i t t o say t h a t , under p resen t c i r cumstances , the f i n a n c i n g ' 
o f t h e i r e x t e r n a l debt i s t he s tumb l i ng b lock f o r most o f t he L a t i n American 
c o u n t r i e s as f a r as any economic r e a c t i v a t i o n p o l i c y i s concerned. 
3A. Nonethe less, these c o n s i d e r a t i o n s i n d i c a t e t h a t one o f t h e bas i c f e a t u r e s 
o f the new development p a t t e r n which the r e g i o n must f o l l o w i n t he f u t u r e w i l l be 
a lower degree o f dependency on e x t e r n a l f i n a n c i n g . T h i s , i n t u r n , w i l l g r e a t l y 
depend upon t he e v o l u t i o n o f t h e i r f o r e i g n t r a d e and, p a r t i c u l a r l y , on how 
success fu l they are - in expanding t h e i r e x p o r t s . I t must be acknowledged here 

V See, f o r example, Adjustment p o l i c i e s and r e n e g o t i a t i o n o f the e x t e r n a l 
deb t , op. c i t . , e s p e c i a l l y pp. 80-91. 
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t h a t t h e modest p r o s p e c t s f o r t h e i n t e r n a t i o n a l economy/ and t h e s low g row th i n w o r l d 
t r a d e wh ich i s l i k e l y :o occur d u r i n g coming y e a r s , w i l l c o n t i n u e t o s e v e r e l y l i m i t 
L a t i n i ^ e r i c a r ^ ' e x p o r t s ; I t i s 0 r o b a b l e t h a t t h i s s i t u a t i o n w i l l c o n t i n u e t o be 
compounded by t h e ' d e f e c t s o f t h e deve loped c o u n t r i e s ? ' g r o w i n g n e o - p r o t e c t i o n i s m . 
Indeed j i n r e c e n t ' y e a r s t h e process o f open ing u p - t r a d e , wh i ch c h a r a c t e r i z e d 
t h e c e n t r e s ' .economic e v o l u t i o n ; d u r i n g t h e pos twar p e r i o d , has l o s t moirentian 
arid Has beeri í é p l a c é d by an i n c r e a s i n g l y v a r i a t e d s e t o f p r o t e c t i o n i s t and . 
d i s c r i m i n a t o r y measures l a c k i n g i n t r a n s p a r e n c y wh i ch have caused a growing , 
share o f i n t e r n a t i o n a l • t r a d e t o t a k e p l a c e o u t s i d e t h e sphere o f t h e GATT . 
r e g u l a t i o n s ; T^his h a s ' Jeopa rd i zed p r o g r e s s t o w a r d s ' a new i n t e r n a t i o n a l . d i v i s i o n 
o f l abour "a ! ; t h e w o r l d l e v e l , wh i ch was p r e c i s e l y one o f t h e o p p o r t u n i t i e s open 
t o t h e d e v e l o p i n g c o u n t r i e s f o r r e s p o n d i n g t o t h e c r i s i s . . The neo - p ro tec t i on i sm 
o f t h e i n d u s t r i a l i z e d c o u n t r i e s s e r i o u s l y t h r e a t e n s t h e chances which t h e c o u n t r i e s 
o f t h e r e g i o n c o u l d have o f r e d u c i n g t h e e x t e r n a l deb t burden i n t h e medium, t e rm 
by e x p a n d i n g ' t h e i r t r a d d . 

35, A nuiifeer o f messéres c o u l d be suggestéd. f o r r e c t i f y i n g t h i s s i t u a t i o n . . F i r s t 
o f a l l , t h e L a t i n Amer ican c o u n t r i e s s h o u l d t a k e c o n c e r t e d a c t i o n t o combat t h e . 
v a r i o u s t y p e s o f t a r i f f spreads and n o n - t a r i f f b a r r i e r s r e c e n t l y p u t i n t o ^ e f f e c t 
by t he i n d u s t r i a l i z e d C o u n t r i e s . ' S e c o n d l y , , a measure wh i ch i s o f g r e a t ; impor tance 
f o r L a t i n Amer ica i s t h e a p p r o v a l of new r o l a s r e g a r d i n g s a f e g u a r d c l a u s e s wh ich 
would a l l o w them t o b,é used o n l y under e x c e p t i o n a l c i r c u m s t a n c e s , r a t h e r t h a n i n 
o rde r t o p lacé" u n i l a t e r a l r e s t r i c t i o n s on t h e i r e x p o r t s when t h e l a t t e r : , b e g i n t o 
rep resen t compe t i t i o r i - f o r p roduce rs i n - the i n d u s t r i a l i z e d c o u n t r i e s . . T h i r d l y , 
t h e p r o d u c t i o n and e x p o r t s u b s i d i e s g r a n t e d by t h e i n d u s t r i a l i z e d c o u n t r i e s i n 
such bas i c s e c t o r s as a g r i c u l t u r e , s t o c k - r a i s i n g and i n d u s t r i e s i m p o r t a n t t o 
L a t i n America shou ld a l s o be opposed, j u s t as t h e deve loped c o u n t r i e s , themselves 
c l o s e l y m o n i t o r t h e use o f s u b s i d i e s by t h e d e v e l o p i n g c o u n t r i e s . i The b e n e f i t s , 
o f ' t h e Gene ra l i zed Systéms of P r e f e r e n c e s (GSP) s h o u l d a l s o be expanded. 
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I I I . . THE IMMEDIATE OUTLOOK 

36. C e r t a i n l y 5 " i t I s no.easy mat te r t o p r o v i d e ahe lea r p i c t u r e o f the ou t l o o k 
f o r the in te rna t iona l«economy i n . t h e immediate f u t u r e n o r , t h e r e f o r e , o f t h e , . 
hypotheses wh i ch -cou ld serve as a b a s i s f o r the ad jus tment machinery sponsored;by 

. the i n t e r n a t i o n a l f i n a n c i a l community and t he IMF. .;:In a r e c e n t a r t i c l e , 
A l b e r t Bressand s e t f o r t h p o s s i b l e scenar ios f o r t he w o r l d economy. He s t a t e d t h a t 
i n comingryears i i t ' w i l l be jDossible t o t h i n k i n t e r m s - o f two broad scena r i os , 
depending upon t h e t ype o f r e l a t i o n s - w h i c h p r e v a i l between the " r e a l " and t he 
" f i n a n c i a l " w o r l d s . Accord ing t o t he f i r s t -more o p t i m i s t i c - s c e n a r i o , t he " r e a l " 
economy w i l l be ab le t o grow more r a p i d l y t han t h e . s i z e o f the " f i n a n c i a l dead 
we igh t " which i t " m u s t c a r r y . I f t h i s occu rs , some d i f f i c u l t i e s might p e r s i t i n 
s p e c i a l s i t u a t i o n s a f f e c t i n g c e r t a i n c o u n t r i e s o r companies b u t , on t h e whole, t he 
nightmare- o f t he e x t e r n a l debt would g r a d u a l l y d i sappear . I n o rder f o r t h i s t o come 
abou t , no th i ng more d r a s t i c than ex tens i ve r e - p h a s i n g would be necessary . The 
second 'scenar io i s t he more l i k e l y one, however, a t l e a s t i n t he absence o f • 
concer ted recovery p o l i c i e s such as those assumed by t h e f i r s t , s c e n a r i o . I n i t , 
f i n a n c i a l ad justment p o l i c i e s would convetge on a g l o b a l s ca le i n a way t e n d i n g t o 
produce d e f l a t i o n , and the economic, s o c i a l and p o l i t i c a l v u l n e r a b i l i t y o f t he 
c o u n t r i e s would be he igh tened r a t h e r than reduced. A t some p o i n t , t he cumu la t i ve 
debt burden might become so g r e a t t h a t i t s r e p u d i a t i o n would be unavo idab le , o r 
might even become the means o f escaping f rom the t r a p . V These are the p rospec ts 
f rom the s tandpo in t o f t he developed c o u n t r i e s , and i t i s a p e r s p e c t i v e which 
unden iab l y c a l l s t o mind t h e f i n a n c i a l problems o f t h e 1930s. 
37, These ou t l ooks have t h e i r c o u n t e r p a r t s , i n t h e v iews o f the immediate f u t u r e , 
h e l d i n t h e c o u n t r i e s o f t he r e g i o n . I n t he o p i n i o n o f some observers among t he 
monetary a u t h o r i t i e s o f v a r i o u s L a t i n American c o u n t r i e s , who share t h e v i ewpo in t 
o f t h e i r co l l eagues t o the No r t h , t he r e a c t i v a t i o n o f ' t h e Un i t ed S ta tes economy w i l l , 
i n t u r n , have a r e a c t i v a t i n g e f f e c t on t he r e s t o f t he i n d u s t r i a l economies, which 
w i l l g i ve a new impetus t o i n t e r n a t i o n a l t r a d e and, t h e r e f o r e , t o t h e e x t e r n a l 

V A l b e r t Bressand, "Mas te r i ng the 'Wor ld Economy" ' , Fo re ign A f f a i r s , 
Sp r ing 1983. 
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env i rgranant :oo wh ich - thSv ídeve lop lng .coun t r i es® 'economies : : re ly ; ' ; / 'Th iS ' ' I s - whát- 'has 
been cal led, t te^°°loco3Tiot iv@;, theory"». , ••With a - r e d u c t i o n - i n r e a l i n t e r e s t r a tes^and ' 
an i i^orovem3rst:, ir i t h e p r i c e s - p f t b s . ' d e v e l o p i n g x o M n t r i e s i ' . i e x p o r t ' - ' p r o d u c t s v t h e ' 
debt p rob lea i ;C0uld~te> managed - o n . b e t t e r -^terms„aod .¡would pro\^ ide • leeway • for••• 
i n i t i a t i n g econQmic r e a c t i y a t i o n p o M c i e s . f-On t h a o t h e r band^- . there a r e - v i e w p o i n t s 

.whic^^ c a l l i n t o ©ques t i on , , t f i e , s i gn i f i cance -a r i d d u m b i l i t ^ . - . o f K t h e ' r e c o v e r y ' i r i - ' t h e ' 
l a r g e • i n d u ^ t r t ó l cen t resp o p iSt l e a s t . t h e ' p o s s i b i l i t y . - . o f t r á n s É i t t i n g t h e r e c o v é r y 
t a k i n g p l a c e i n ^ths C n i t e d - S t a t e s i n . g e c e n t snonths; to • t h e "o ther centre's'-arid,' ' 'WitH"'-

,even cRors,reasong- t p t h s pg? iphe ry» ' .Froris t h e fo rmer• v i e w p o i n t ^ - t h e mairf--'features•• 
a re t h e p e r s i s t s n c s . o f h i g h - r j e a l i n t e r e s t : r a t e s ^ a -sloW rate>vof; i nves tmen t 
unenploymsnt.j^&nci ití i.8 c g p s c i i y ; i n íh8 . . . in t íü§ t r ia i Í28d : -count r i8S5! - and an- :overva lued 
U n i t e d S t a t e s ^ d o l l a r c -.From the., second v i e w p o i n t , - i s i n o t e d ; ' t h a t i n • o r d e r ' - f o r ' 
t h e r e c c v g r y . i n ; t h s - c e n t r a s t o be • . t rans ín i t tad t o t h s ' . p e r i p h e r y , I t w i l l ' ' h a v e ' t o 
have s i g r j i f i e a n t e f f e c t s . o n i n t s r s s t r a t e s - a n d ' t h e ..terms' ofv t r a d e , ' and -e j^ terna l 
f i n a n c i a l .f lews...towards, t h s r e g i o n i d l l , h a v e . ; t o be resumed. C e r t a i n l y ' i f we' 
cons ide r th@ irapact c f ^ . s , eeonc^ i c rscoyery- . - in t h e , U n i t e d S t a t e s - o n t h e s e t h r e e 
f a c t o r s d u r i n g 19835 t h e c o n c l i i s i o n s a r a n o t o v e r l y encou rag ing . The expec ted 
drop i n r e a l i n t e r e s t r a t e s has n o t come a b o u t j t h e r e has been no pronounced 
r e v e r s a l i n t h e tendency o f t h e te rms o f t r a d e t o d e t e r i o r a t e , nor has a p o s i t i v e 
r e a c t i o n on t h s p a r t o f sources o f p r i v a t e c a p i t a l been obse rved , except t o t h e 
ex ten t s t r i c t l y nscessery i n o r d e r t o c o n t r i b u t e t o t h e f i n a n c i n g o f a p o r t i o n o f 
t h e i n t e r e s t psyraents owed by t h e L a t i n Amer ican c o u n t r i e s o 
38» Even so^ one i n d i s p e n s a b l e p r e r e q u i s i t e f o r an economic r e c o v e r y i n t h e 
c o u n t r i e s o f t h s r e g i o n i s t h e recove ry o f t h e i n d u s t r i a l economies. From t h i s 
.standpoints, ' i i a t i s o c c u r r i n g i n t h e U n i t e d S t a t e s and p r o b a b l y , t o a l e s s e r 
degree, i n c t h s r OECS c o u n t r i e s i s a p o s i t i v e devs lopment . T h i s v i ew o f t h e 
s i t u a t i o n 5 hai-isvsn, Kus t be í s o d i f i e d oy t h e f a c t t h a t t h e monetary • and f i s c a l 
p o l i c i e s and h i g h i n t e r e s t r a t e s p r e v a i l i n g i n t h e U n i t e d S t a t e s a r e an i m p o r t a n t 
c o n t r i b u t i n g f a c t o r t o t h e c o n t r a c t i o n o f g l o b a l economic a c t i v i t y and a r e r e d u c i n g 
t h e o p p o r t ü r í i t i e s f o r t h s c ieve lop ing Vv'orldo A t t h a same t i m e , i t seems c l e a r t h a t 
t h e c o u n t r i e s o f t h a r s g i c n sho i i l d l o o k f o r a l t e r n a t i v e s t o t h e severe ad jus tmen t 
p o l i c i e s u h i e h t hey have i ss le rnsn ted i r j r s c s n t yearg^ s e e k i n g i n s t e a d development 
s t r a t e g i e s wh ich s t r e s s scononiic gro i f tho As r .o tsd above ^ t h e f o r e g o i n g i n v o l v e s 
t h e a d o p t i o n o f rnechanis^is by t h e i n t e r n a t i o n e l coswnunity ivh ich w i l l 'make p o s s i b l e 

/ a more' 



- 18 

a íKore t o l e r a b l e form o f a d m i n i s t e r i n g and r e f i n a n c i n g t h e e x t e r n a l debt o f ^ t hese 
c o u n t r i e s , .;TTOS® mschanisslis woüld f r e e a g i e a t e r volume o f resources f o r 
i n c r e a s i n g thsiso.Sjasic i m p o r t s . ( p a r t i c u l a r l y those l i n k e d t o t h e i r development' 
prcscesses)' and t hsy .should be a p p l i e d i n p a r a l l e l W i th a - g r e a t e r degree o f impo r t 
s u b s t i t u t i o n . ; -a I though wa k n o w - f u l l w e l l t h a t these s t r a t e g i e s have t h e i r 
l i m i t a t i o n s . Ort t h e e x t e r n a l . f r o n t , t r a d e and f i n a n c i a l p o l i c i e s shou ld be combined 
w i t h ,one another and w i t h d o m e s t i c . r e a c t i v a t i o n p o l i c i e s so t h a t they can be " 
brought._,to b3ar on t he o b j e c t i v e s o f i n c r e a s i n g ' i n v e s t m e n t , expanding bas ic 
i í í i ^ r t s and i j i i t i a t i n g a s u s t a i n e d recovery process i n thfe L a t i n American c o u n t r i e s . 
39. I t i s c i e a r j n e v e r t h e l e s s , r t ha t the r a t e o f expansion o f p r o d u c t i o n and t he 
room f o r manoeuvre i n economic p o l i c y w i l l c o n t i n u e t o be r e s t r i c t e d I n many o f 
our c o u n t r i e s f o r ,8 f a i r l y l o n g p e r i o d ' ' b f t i m e bécaüsé 'o f e x t e r n a l c o n s t f a l n t s . 
Accord ing lyJ ' t h e growth r a t e w i l l no t on l y be lower than over t he two pas t decades, 
but w i l l depend f a r more c l o s e l y oh: an i n c r e a s e - i n domest ic sav ing , the f u l l e s t 
and most e f f e c t i v e use o f a v a i l a b l e human tesburces and i n s t a l l e d c a p a c i t y ^ a n d 
on i nc rease i n p r o d u c t i o n devoted t o c o v e r i n g i n t e r n a l demand. 
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1% , ThE LpNGERr-TEf^ OUTLOOK AND. ITS .MAIN .DETERMINANTS 

40. The f o r e g o i n g c o n s i d e r a t i o n s suggest t h a t n e i t h e r s h o r t - t e r m economic p o l i c í e 
nor the major : b j e c t i y e s o f the. development ; s t r a t e g y can remain unchanged by t he 
e f f e p t s and iessqns o f .the c r i ? i s o f t h e .1980s^ j u s t as the cor respor td ing . 
ins t ruments . w l l i a l s o ,have , t o be, r e v i s e d ; • Towards t he e n d . o f t h s - i l ^ o s j . i t ; was 
thought, t h a t , c o n c e r t e d ap t i on - .w i t h . respect tq^ t h e , d i f f e r e n t ¡ s t r u c t u r a l c o n s t r a i n t s 
which marked. |;he pas t sJeveiopfpeqt o t ^ t h e r e g i o n .could, resu l t . ) i n more-dynamic • 
economic g rowth r a t e s , a n d t h a t , g i v e n s u c h . r a t e s t h e , app rop r ia te , c o n d i t i o n s ' c o u l d 
be c rea ted f o r l a y i n g t h e f ounda t i ons f o r s u s t a i n e d econoísie development and the. 
p rogress ive s o l u t i o n o f , t he mass o f s o c i a l problefos which had.mounted-up: , The 
emergence o f new. end, unforeseen problems and the^a tmosphere ;o f uncertaintyM-; 
sur round ing t he e v o l u t i o i i o f t h e .wpr ld a n d . L a t i n American economie?; do n o t a l l o w . 
us t o t h i n k i n terrns p f an i n c r e m e n t a l i s t and p r o g r e s s i v e process today,; .but r a t h e r 
draw our a t t e n t i o n t q t h e presence o f severe breaks o r d i s c o n t i n u i t i e s . - " 
Neverthelessg t h i s shou ld no t l e a d us t o adopt d e f e a t i s t o r d e s p a i r i n g p o s i t i o n s , 
bu t r a t t e r t o search more i n t e n s i v e l y f o r i n n o v a t i v e answers , ,tícese ^new 
s i t u a t i o n s , 
41. The lessons o f h i s t o r y teáctí us t h a t g r e a t c r i s e s p resen t b o t h r i s k s and 
o p p o r t u n i t i e s . • i t .;W0uld.-probably b8' t j n r e a l i s t i c t o p o s t u l a t e ' r a d i c a l ' changes I n 
the dev(3}opf!i)8nt p o l i c i e s o f t he L a t i n American c o u n t r i e s i n t he m idd le o f dné o f 
the worst recess ions t h e reg ion, has! undergone i n t h i s cen tu ry and i n ' v i e w ' ' ó f t h e 
unpromising i n t e r n a t i o n a l . , s e t t i n g , wh ich would make such changes p o l i ' t i c a l i y and 
s o c i a l l y u n f e a s i b l e . However, we must• a l s o remember t h a t ' a ' c B s i s ' s i t L i a t i o n has 
o f t e n preceded t h e adop t i on o f sweeping changes: i n t h e U n i t e d State's,^ t h é New 
Deal was a response . to t h e . . c r i s i s o f t h e . 1930s 5 t h e sconomic recóvery a n d ' ' ' 
i n t e g r a t i o n , o f Europ^ j i r j ; t u r n , - a r o s e i n response. t o the d e s t r ú c t i ó r t ' c a u s e d by :t:he 
wars w h i l e the develppmeot - s t r a t e g i e s based 'on; thev i n d u s t i i i a l i z a t i o h aiid ' " i n w a r d -
d i rected^ growth" o f t he L a t i n . A m e r i c a n c o u n t r i e s themselves a l s o greW ou t o r " t he 
Great Depression and, the war . Thus, j u s t as. i n t h a t e r a , . t he c u r r e n t c r i s i s cúú ld 
p rov ide t h e . b a s i c e l ^ n t s . f o r an i n - d e p t h r e v i s i o n o f t h e development s t y l e s and 
economic p o l i c i e s o f t he L a t i n Ajner ican c o u n t r i e s . . ;> I n „ o r d e r ' f o r íthis'- tó'T^áppen, 
extreme exper iments whose, economic and s o c i a l .costs c o u l d exceed t h e p o l i t i c a l - ' 
t o l e rance o f these, s o c i e t i e s would have t o ^be avo ided , and some measure o f ba lance 
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and r a t i o n a l i t y raulu hava t o be i nco rpo ra ted i n t o these s t r a t e g i e s i n o rder t o 
ensure t h e i r sconofflic vB f f i c iancy , by l e a r n i n g f rom the exper ience which has been 
gaiasdo 
k l . • Tha a n a l y s i s o f t he o p t i o n s a v a i l a b l e f o r such p o l i c i e s r e q u i r e s a • 
d ispass ionate , i n t s r p r e t a t i o h o f t he va r i ous exper iences o f t he r e g i o n i n ' t h e recen t 
past and i n t h s - ' M g h t o f them„ the amount o f leeway t he re can be f o r economic 
p o l i c y t o o p e r a t e - i n ; Exper ience i n d i c a t e s t h a t s t r a t e g i e s which were i n i t i a l l y 
i n s p i r e d by • t he m o s t ^ p r o g r e s s i v e ' o b j e c t ! v e s and which were based bn a broad consensu; 
u l t i m a t e l y l o s t t h a t suppor t because they d i d n o t a t t a i n a reasonable l e v e l - o f 
e f f i c i e n c y ^ ^ Thar© i s a l s o a genera l awareness t h a t ' i n - r e c e n t years t he e x t e r n a l 
v u l n e r a b i l i t y of- t ha 'L ia t i r i Aij ierlean economies 'has inc reased cons iderab ly ' and t h a t 
the governments' room t o manoeuvre has decreased a c c o r d i n g l y . " The amount o f leeway, 
however, i s c e r t a i n l y not the sama f o r a l l t h e ' c o u n t r i e s o f t he r e g i o n , because t h e i r 
s o c i o - p o l i t i c a l : ' ' s i t u a t i o n s p economic • s t r u c t u r e s and ' fo rms o f i n s e r t i o n i n the 
i n t e r n a t i o n a l s e t t i n g a re ndt- t he same e i t h e r « What i s impor tan t i s t o de te rmine , 
w i t h i n t h e ' p r o p e r - i g n a l y t i c a l framework, t he amount o f leeway - t h e balance o f 
l i m i t a t i o n s and o i Jp ' o i t un i t i as - wh ich each L a t i n American coun t r y has. 

E x t e r n a l de te rminan ts 

43. As i n , t h e pas t economic h i s t o r y o f the r e g i o n , the leeway-en joyed by the 
governments as regareis p o l i c y o p t i o n s w i l l c o n t i n u e - t o be l i n k e d t o t he t y p e ^ d f 
r e l a t i o n s which a re s s t a b l i s h s d w i t h the g rea t c e n t r e s . '̂  P r e d i c t i n g the f u t u r e 
na tu re o f these, r e l a t i o n s e n t a i l s ^ f i r s t , o f a l l , s e t t i n g o u t ' a hypo thes i s r ega rd i ng 
the behav iou r . o f . t he , w o r l d economy and o f i n t e r n a t i o n a l f i n a n c i a l and t r a d e f l ows 
over t he medium and long te rm. 

The emergency s i t u a t i o n s i n which we f i n d ou rse l ves as a r e s u l t ' o f t h e ' c r i s i s 
make such an unde r tak ing r a t h e r unusual i n L a t i n Amer ica; - ' Never the less , i t i s ' 
impor tan t t h a t i t be done. Measures f o r overcoming t he c r i s i s may appear t o ' b e 
reasonable i f i t i s assumed that's when i t i s ove r , t he wo r l d and L a t i n American 
economies w i l l r esuma j t he i r course o f growth w i t h i n s t r u c t u r e s s i m i l a r t o those 
which p r e v a i l e d d u r i n g t he pas t t h r e e decades, bu t they do no t appear 'so reasonable 
i f i t i s supposed . that thf ise 'economies w i l l undergo-sweeping changes á t ' b o t h the " 
w o r l d a n d , L a t i n American l e v e l s , 'The s t u d i e s concern ing t h e ' p r e s e n t c r i s i s a re no t 
devo t i ng enough a t t e n t i o n t o t h e t heo ry o f l o n g - t e r m recess ionary cyc lesV Accord ing 
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t o scTO" d b s ^ r y e r s / : t h 8 ' w o r l d écónony~may^b "into" ano ther downward phase o f 
the cyc les desq?ibed bK ' K o n d r a t i i e # ' e m e r g e n c e o f 
imbalances between^ the-reqúlrém^^^ t h e process o f ; economic expans ion , p h . ^ e 
one hand, and- the s u p p l i e s o f food J raw r n a t é r i ' a l s ; i r p u t s and. t e c h n o l o g y ' a v a i l a b l e 
to'sus,tafn-'íhisVpiSibiess;'--'of»- t l i f e - b ^ e r : hand. ' i t i s i n t e r e s t i n g t o n o t e ; t h a t , , i f 
these- h i s t c K i c a i rcypies:,^re, indeed, .a f a c t , . ' r ecess ioná ry ' phase c o u l d n o t 
be overconis th rough a mere p r o j e c t i o n o f pas t t r e n d s , b u t would c a l l f o r a: c r e a t i v e 
responseV " ScHumpeter has á i í e á d y p ó s l t é d t h a t t he emergence o f new combina t ions o f r 
p roduc ts f tec ! í ib idg i©s 'and-éh t ré j í rené 'Or t behavicwr i s a . necessary p r e r e q u i s i t e f o r 
coming o f ' a e y c r ó ' l ' ' r e c e . s s i b n a r y ' p h a s e . p o s s i b i l i t y t h a t we a r e e x p e r i e n c i n g 
such a ' p h á s e H s sd¿Jpottéd 'byi t h e ' f a c t - t h a t f a c t o r s r e l a t e d . - t o p r o d u c t i v i t y , , , ; 
inves tment , t e c h n o l o g i c a l i n n o v a t i o n r . h ü m á f í - r e s o u r c e - t r a i n i n g and t h e emergence o f 
new p r o d u c t i v e a c t i v i t í é s tó d y n a m i c ' s e c t o r s i n t he development p rocess .hay^ come t o 
be o f i n c r e a s i n g importance' i n ' ' t h e e v o l u t i o n o f ^•ithe. w o r l d ; e c o n o m y . . T h e p o s s i b i l i t y 
t h a t t h i s HybotHés is ' - ' i s -cor rec t o b l i g e s us- t o l ook beyond t h e ad jus tmen t - . po l i c i es i n 
o rder t o prepara' ou rse l ves f o r f u t u r e ; o o n d i t i o n s , .while, i f a l s o o f f e r s , b r i g h t e r , , o r 
a t i éas t 'mó re dynamic^ prosfbects f o r t h e - d e v e l o p i n g c o u f t t r i e s , t o the. e x t e n t t h a t 
they háve the '¿Opaci ty ' t o respond a c t i v e l y t o t h e new s i t u a t i o n ; 
45. Wha teve r - t hé - ' l i ke l i hood o f sUch ah outcome, i t would be excess ive ly , o p t i m i s t i c 
t o s u p p b s e ' t h k ' d u r i n g t h e cóursé ' o f t he 1980s t h e r r e g i o n w i l l be a b l e t o g a i p 
access t o ' a v b l i f t e o f e x t e r n a l c a p i t a l f l ows s i m i l a r . , t o . t h a t wh ich ,ex i s te^ . ,du r ing - . , , 
t he past 'cJecfede. ' I t ' - i s more a p p r o p r i a t e - t o t h i n k i n , t e r m s ofv.a.much jnore r e s t r i c U v e 
e x t e r n a l con tex t ahd b f ' a mood of" g r e a t e r r e s t r a i n t i n t h e des ign o f resource . 
a l l o c a \ ; í 6 n po l i é ' l e i s / ' 'The p r e s e n t decade • w i l l . c l e a r l y ; be marked by a pronpunced 
s e l e c t i v i t y on t he p a r t o f the 'sources- o f i n t e r n a t i o n a l c r e d i t , • b o t h i n terms o f 
t he c a i n t r i e s ' i n v o l v e d "ánd t he f i n a l d e s t i n a t i o n . o f resou rces , and t h i s ; s e l e c t i v i t y 
W Í 1 ' s u r e l y c H a r á c t é r i z e i n t e r n a t i a n a i . e c o n o m i c ' p o l i c i e s a s - w e l l . . •• 

I hkve a l f e a S y ' " ¿ a i d ' t h a t t he e v o l u t i o n . - o f . - i n t e r n a t i o n a l t r a d e w i l l have a 
d e c i s i v e I n f í u e n c á oh t h e ' e x t e r n a l c o n t e x t ; The. a p p l i c a t i o n o f , e f f e c t i v e , and l a s t i n g 
s o i u ^ i o n i can o n l y come as 'a r e s u l t o f an - inc rease i n . t he capac i t y , f o r g e n e r a t i n g 
foreign exchmge- bsf¿ugbt"'ábout by an 'expans ion , i n t h e vo lune and an i nc rease i n t h e 
p r i c e s .of-exports- , T n ^ . - i s why i t , i s . e s s e n t i a l t o , a s k ou r se l ves abou t - t he -behav iou r 
o f i n t e r n a t i o n a l , marke ts ; W i l l t hey t end t o become''more, open o r • w i l l • c u r r e n t 
p r o t e c t i o n i s t t r ends become" more prdnbuncedt i n t h i s r e g a r d , t h e document submi t t ed 
by ECLA and SELA a t t he reques t o f t h e P r e s i d e n t o f E c u ^ r ; . Osvaldo- Hur tado , ; s t a t e s 
t h a t ; 
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.^'•Létin Aüiexlcan-. é x p o r t s o f b.asic cofrcnodit ies and manufactures - t h e expan$ion 
, p f which i s s ,ssen t ia l for . t he r e g i o n ' s . d e v e l o p m e n t - " f a c e i n t he markets o f 
t h g I n d i i s t r i s l i z s d c o u n t r i e s ' a se t o f t a r i f f b a r r i e r s ' ( g r a d e d acco rd ing t p ^ t h e 

'degree c f p r o c e s s i n g o f ¡ the eKpor ts ) as; w e l l as n o n j - t a r i f f b a r r i e r s . Both 
i . t ypa^ o f , p r o t e c t i o n h£V8 a l i m i t i n g , and d i s c r i f r i i n a t o r y ' c h a r a c t e r and aré " 
o r s d u a l l y b r i n g i n g about: e s i t u a t i o n m i e i é t h e c e n t r a l c o u n t r i e s have . ^• 
@co; j i réd ' ' i ;ha 'cspaci ty . " to manage .as t h e y ' . w i s j i ' t h e i r ; t;rade w i t h t h e .developing 

. c a u f i t r i s s and e s p e c i a l l y L a t i n America., Th i s management may take p lace i n a 
. s e l e c t i v e and ncn-uont i f iuous manner cr ' j i f nécessary-,-'fnay be, b roac le r / niore ..• 
• j .ñ ten 'Sive and-siora f requen t® ' , ^ ' / . . •• • . 

A no moxe ••optdmlst ic v iew h o l d s sv^sy: i n t h e ' N o r t h . , l a t h e o p i n i o n of.^Bressaqd,, 
t he ©rá o u t i n g y h i e h ' f r 3 S t r a d e served as' en ¡ o r g a n i z a t i o n l - p r i n c i p l e may 
( f íe l í 'have come'to 'an- 'ehd.: He-goes..on t h e say • t h a t i n h i s .-judgement, t h i s .does,.not 
imply t h E t f s e s ' t r s d s is'. 'r.ot des i rable• ' f romi .s . . 'norm^t ive p o i n t o f ^ y i e w : •it^,..is nQt..a 
p resc f i p t i va ' - ' ' but-, re ther^ á d i a g n o s t i c .p ro fe tepf j^ / , 
47„ G i v e n ' ' t h i s ' s i t u a t i o n J deep concern must-.be expressed w i t h respec t | o . th^ . , 
poss ib le -consequences 'o f an exace rba t i on o f ; p ro tec t ion ism- ,and o t a n even g r e a t e r ^ 
l o s s o f t ransparency i r t . . ' i n t e r n a t i o n a l t r a d e , iri^,yiew o f ^ h e . , i m p e r a t i v e ne^d f o r the . 
L a t i n ' ' A m a r l c s n ' c o u n t r i e s to^- incréase t h e i r >exports» A l l ; of... t he above., suggests,, t h a t 
i t m u i d ' b s ^ u n w i s e t o p r e d i c t - va ry d i f f e r e n t t r a d e c o n d i t i o n s f rom .the p resen t .ones . 
On the con t ra ryp j us t ' t he •ma in tenance , o f t h p s e ' c o n d i t i o n s , w i t h o u t ^ny . f u r t h e r , , 
d e t e r i o r a t i p n ; " wcij l t í seem t b - b s a s i g n i f i c a n t a c h i e v e m e n t , A g a i n s t t h e same.^. 
backdrop J ' ' i t svcn appears i n a p p r o p r i a t e t o . .^nt ic. ipate w o r l d .-tradje ^ o w t h r a t e s . . 
r e s e i f e l i h g those o f ' t h e 1960s and 19708, li/hen annual r ^ t e s . o f 8%, ware, Teached.. 
Nonetheless^ b e a r i n g i n mind the , d ramat i c decrease i n i n t e r p a t i o n a l t r a d e which, 
took p l s c e l h the e a r l y years o f t h i s , decade, i t seems p o s s i b l e , t h a t . there might .be 
a mot íesí ' recovery ¿"which would >have f a v o u r a b l e - . e f f e c t s on t h e e x t e r n a l t r a d ^ ^of 
L a t i n Amer ica 'and t h e e v o l u t i o n .o f t h e terms of: . , t rade»,, i • 
48: I n ' r e f e r r i n g t o e x t e r n a l determinEnts,-- I began by. say ing thai; , t he , f i r s t , , 
problem which must be c l e a r e d u p - r e l a t e s t o - t h e n a t u r e o f the,cy,Qle be ing ,expe r i enced 
by the '.^'crld-economy and t o ' t h e p o s s i b i l i t y t h a t we a re - ^ f i t ngss i ng .the end ,d f one, , 
p ro longed c y c l e and the cómniencément" o f snothsr.- ,¡1 e lsq, s t a t e d t h a t . th is (hypot f ies is 
would 'open up new • pro§pects ' • f o r L a t i n Amer ica. .Hence t h e impor tance of . , ^ f e f l e c t i n g 
upon t t e ' e f f e c t s t h a t the s t r u c t u r a l , changes now o c c u r r i n g ,:m;,the p r o d u c t i o n and 

y "Bases^ f o r a L a t i n Amer ican ' response " ' to the i n t e r n a t i o n a l economic c r i s i s " , 
document prepared by the Execu t i ve Secre ta ry . 'o f , ECLA and the • Permanent, Sec re ta ry o f 

•SELA a t t h e . r e q u e s t - o f P res iden t .Oqvp ldo H u r t a d o , , 1 6 May 1983, p . 5 8 . ' ' 
• • •. . . ' . J • . ' . . ^ ' . ' i , Í '' • ' . 

Bressand, o g ^ c i t . . -
/consumpt ion p a t t e r n s 



- 23 -

consufí ipt iqn p a t t e r n s o f . t h e l a r g e i n d u s t r i a l c e n t r e s w i l l have on. i n t e r n a t i o n a l 
economic r e l a t i n S p t h e i n t e r n a t i o n a l d i v i s i o n o f l a b o u r and t h e s t r u c t u r e o f 
compara t i ve advantages on t h e b a s i s o f w^5ich t h e , d e v e l o p i n g c o u n t r i e s have o p e r a t e d 
i n r ecen t decades, ,The p a t t e r n o f i n d u s t r i a l expans ion wt i i ch p r e v a i l e d i n t h e 
advanced c o u n t r i e s d u r i n g t h e pos twar p e r i o d i s i n t h e course o f b e i n g exhaus ted , 
as demonst ra ted by t h e decrease i n t h e s e c t o r ' s p r o f i t a b i l i t y , t h e d e c l i n e o f t h e 
i n d u s t r i e s wh ich l e d t h e p rocess - s u c h as t h e i r o n and s t e e l ,and t h e , 
me ta l manufac tures i n d u s t r i e s - and t h e r e s u l t i n g t r a n s f o r m a t i o n o f p r o d u c t i o n 
s t r u c t u r e s . I n c o n t r a s t w i t h t h e pas t ^ when t e c h n o l o g i c a l i n n o v a t i o n s were o f t e n 
pror rp ted.by market f o r c e s , c u r r e n t t r a n s f o m r a t i o n ^ appear t o be l e d by; t e c h n o l o g i c a l 
change. The g r e a t s t r i d e s f o r w a r d i n knowledge made r e c e n t l y and t h e r i s i n g 
e d u c a t i o n a l l e v e l o f t h e l a b o u r f o r c e have combined w i t h t h e i n t e n s i f i c a t i o n o f 
c o m p e t i t i o n among t h e g r e a t i n d u s t r i a l c e n t r e s and w i t h t h e need t o deve lop : 
techno logy wh ich i s a p p r o p r i a t e t o t h e energy s h o r t a g e , a n d t h e need t o . m a i n t a i n t h e 
e c o l o g i c a l ba l ance . I t shou ld t h e r e f o r e come as no s u r p r i s e t h a t t h e pre-eminence 
o f ' t e c h n i c a l progress® and ' e f f i c i e n c y ' i n t h e p o l i t i c a l m id economic debate a t 
t h e n a t i o n a l and i n t e r n a t i o n a l l e v e l s has been o b s e r v e d . V T h i s pre-eminence o f 
t e c h n i c a l p r o g r e s s causes t h e l e a d e r s h i p o f i n d u s t r i a l development t o be assumed by 
new s e c t o r s such as é l e c t r o n i c s , b i o l o g i c a l e n g i n e e r i n g and computer s c i e n c e , t o 
name on l y a few. T h i s , i n t u r n , i n f l u e n c e s s o c i a l r e l a t i o n s i n t h e c e n t r e s and t h e i i 
l i n k a g e s w i t h t h e p e r i p h e r y . ' 
A9. I t s h o u l d be rementoered t h a t one o f t h e major ' causes o f t h e changes b e i n g 
undergone by t h e c e n t r e s i s t h e g row ing c o m p e t i t i o n o f manufac tu res f rom t h e 
deve lop ing c o u n t r i e s . A t t h e same t i m e , we know v e r y l i t t l e about t h e impact wh ich 
these changes w i l l have on t h e i n t e r n a t i o n a l i n s e r t i o n o f t h e c o u n t r i é s o f t h e 
r e g i o n . T h i s c o u l d J e o p a r d i z e t h e i r p o t e n t i a l advantages i n f o ó d p r o d u c t i o n o r i n 
t h e p r o v i s i o n o f i n e x p e n s i v e manpower, b u t c o u l d a l s o broaden t h e i r o p p o r t u n i t i e s 
f o r g a i n i n g ' a c c e s s t o t h e l a t e s t t e c h n o l o g y and f o r p a r t i c i p a t i n g on a more 
d i v e r s i f i e d b a s i s i n t h e new i n t e r n a t i o n a l d i v i s i o n o f l a b o u r . T h e w o r l d i s i n t h e 
m ids t o f a t h i r d I n d u s t r i a l ^ e v o l u t i o n , wh i ch i s c e r t a i n t o g i v e r i s e t o new t y p e s 
o f r e l a t i o n s between t h e c b n t r e s and t h e p e r i p h e r y j and wh ich w i l l s u r e l y e n t a i l ' 

Fernando F a j n z y l b e r , "La i n d u s t r i a l i z a c i ó n t r u n c a de Amér ica L a t i n a " , 
M e x i c o ' C i t y , 1983, p . 271. . . . 
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some dangers bu t a l s o some o p p o r t u n i t i e s ^ i t i s imp o r t a n t t h a t these shou ld be 
understood and a n t i c i p a t e d so t h a t they may be i n c o r p o r a t e d i n t o t he des ign o f t h e 
development s t r a t e g i e s o f t he L a t i n American c o u n t r i e s . 
50„ The m'ajof t r ends i n t he contemporary' i n t e r n a t i o n a l system a re another f a c t o r 
o f e x t e r n a l o r i g i n t h a t has i n f l u e n c e d and w i l l c o n t i n u e t o i n f l u e n c e t he 
p e r i p h e r y ' s - r e l a t i o n s w i t h t h e c e n t r e s . The i nc rease i n in terdependence represen ted 
by t he many t y p e s / o f l i n k s e x i s t i n g among t he d i f f e r e n t groups o f c o u n t r i e s by 
v i r t u e o f án i n c r e a s i n g l y broad v a r i e t y o f i n t e r e s t s has made t he t r a d i t i o n a l 
p a t t e r n ' o f ' cen t re /per i fDhery r e l a t i o n s more d i v e r s i f i e d and more complex and, a l t hough 
on t he one hand i t has he igh tened t he e x t e r n a l v u l n e r a b i l i t y o f t h e deve lop ing 
count r ies" , on t he o t h e r hand i t has expanded t h e i r range o f p o s s i b i l i t i e s . The 
emergence'of g l o b a l problems such as those r e l a t e d t o energy, t h e env i ronment , arms, 
e t c . , has a l s o he lpéd t o i n v o l v e . t h e deve lop ing c o u n t r i e s t o a g r e a t e r e x t e n t i n the 
s o l u t i o n o f those prob lems. • Worsening East-West t e n s i o n s ' a n d t h e a t tempts t o 
e x t r a p o l a t e them t o t he v a r i o u s deve lop ing r e g i o n s o f t h e w o r l d have a l s o had an 
i n f l u e n c e - g e n e r a l l y ' n e g a t i v e - on Nor th -Sou th r e l a t i o n s . ' 

2. Domestic de te rm inan ts 

51, A l though t h e t r a d i t i o n a l i n f l u e n c e o f e x t e r n a l f a c t o r s on L a t i n American 
development has becosTie more pronounced i n r e c e n t y e a r s , t h e markedly r e s t r i c t i v e 
t r e n d s be ing p r o j e c t e d on to t h é . i n t e r n a t i o n a l scene i n d i c a t e , t h a t t h e o p t i o n s open , 
t o these c o u n t r i e s . w i l l depend -perhaps t o a g r e a t e r degree than i n t h e p a s t - on a 
number, o f domest ic de te rm inan t s . The f i r s t such f a c t o r s r e l a t e t o t h e l o n g - s t a n d i n g 
s t r u c t u r a l shor tcomings which a re ^unroed,up by ' the^ region'¡S, economic and s o c i a l • 
underdevelopment. Thus, s t i l l inadequate r a t e s o f c a p i t a l f o r m a t i o n , t he weakness 
o f t h e i r s t r u c t u r e s of, p r o d u c t i o n , unbalanced and incomp le te i n d u s t r i a l development , , 
the backwardness o f a g r i c u l t u r e and t he l i m i t a t i o n s o f t h e i r t e c h n o l o g i c a l 
development con t i nue t o be f e a t u r e s o f . t h e L a t i n American economic p i c t u r e . The 
t r e n d towards c o n c e n t r a t i o n i n income d i s t r i b u t i o n a l s o p e r s i s t s , and t h e r e are 
s t i l l no s o l u t i o n s t o the major problems posed b y . t h e i n e q u a l i t y among d i f f e r e n t 
s o c i a l groups, t he m a r g i n a l i t y o f broad s e c t o r s o f our s o c i e t i e s and t he i n s u f f i c i e n t 
c a p a c i t y o f thej economy t o genera te employment; w h a t . i s more, these problems have 
even tended t o become more a c u t e , a t l e a s t i n r e l a t i v e te rms . These are t h e elements 
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i n c l uded by D r , Raúl P r e b l s c h i n h i s d e s c r i p t i o n o f the syndrome o f p e r i p h e r a l and 
i m i t a t i v e . c a p i t a l i s m which has p r e v a i l e d i n t he c o u n t r i e s o f t he r e g i o n d u r i n g 
recent decades. 
52. I n a d d i t i o n t o these d i f f i c u l t i e s , t he problem o f t he a c c e l e r a t i o n o f 
i n f l a t i o n , which has inc reased n o t a b l y i n r ecen t yea rs , i s p a r t i c u l a r l y severe i n 
the m a j o r i t y o f t he c o u n t r i e s , i n c l o s e connec t i on w i t h t he problems descr ibed 
above. These i n f l a t i o n a r y p r e s s u r e s j which are very d i f f i c u l t t o handle even when 
i t i s a mat te r o f " o l d - e s t a b l i s h e d i n f l a t i o n " , can become much harder t o c o n t r o l i n 
c o u n t r i e s which have on l y r e c e n t l y f a l l e n v i c t i m t o t h i s syndrome w i t h i t s 
i n e v i t a b l e s o c i a l and even p o l i t i c a l t raumas. Recogn i t i on o f these f a c t s makes i t 
even more e s s e n t i a l t o have e f f e c t i v e i n t e r n a t i o n a l c o - o p e r a t i o n bod ies which, by 
e v e n t u a l l y a t t e n u a t i n g t h e repe rcuss ion o f these problems, may p r o v i d e the c o u n t r i e s 
w i t h g rea te r leeway f o r reduc ing any depress ive e f f e c t s o f a n t i - i n f l a t i o n a r y 
p o l i c i e s which might be superimposed on t he r e c e s s i v e e f f e c t s o f ad jus tment p o l i c i e s 
53. The r e s t r i c t i o n s . i n p o s e d by t h e l a t t e r may, as a r e s u l t o f t h e need t o s e r v i c e 
the e x t e r n a l d e b t , con t i nue t o be one o f t h e most r i g i d de te rm inan ts o f the o p t i o n s 
f a c i n g the L a t i n American c o u n t r i e s i n t h e l onge r te rm. Even i f I n t e r e s t r a t e s o r 
the terms o f t r a d e improve, , t he s e r v i c i n g o f t he debt w i l l con t inue , t o be very 
burdensome and t o .abso rb a very s u b s t a n t i a l share o f whatever resources the r e g i o n 
may generate . I t must be ,borne i n mind t h a t , as t h i n g s now s tand , t he m a j o r i t y o f 
t he debtor c o u n t r i e s must a l l o c a t e some 30% o f t h e i r e x p o r t ea rn ings t o make 
i n t e r e s t payments, which c e r t a i n l y c o n s t i t u t e s a tremendous c u r t a i l m e n t o f t h e i r 
investment c a p a c i t y and a k i n d o f mortgage l i m i t i n g t h e i r f u t u r e development. 
54. However, t he presence o f these prob lems, bo th o l d and new, shou ld no t l e a d 
us t o over look the no tab le development exper ienced by L a t i n America over the pas t 
t h r e e decades and i t s s i g n i f i c a n c e f rom the p o i n t o f v iew o f the r e g i o n ' s c a p a c i t y 
t o respond t o t h e c r i s i s and t a c k l e new o p t i o n s . I n t he s ta tements I made i n 
Guatemala C i t y ^ La Paz and Montevideo, I ana lysed t h e growth and change exper ienced 
by the L a t i n American economies d u r i n g t h a t p e r i o d and p o i n t e d ou t how they he lped 
t o e x p l a i n what on o the r occas ions I desc r i bed as be ing the r e g i o n ' s inc reased 
capac i t y t o defend i t s e l f a g a i n s t t h e c o n t i n g e n c i e s o f t he e x t e r n a l c y c l e . I b e l i e v e 
the v i o l e n t impact o f t he c r i s i s on t he r e g i o n i n t h e pas t two years due t o t h e 
e x t e r n a l and i n t e r n a l f a c t o r s t o which I have a l r e a d y r e f e r r e d has no t c a n c e l l e d ou t 
the advances made i n t he pas t 30 yea rs , nor has i t v i t i a t e d t h a t i nc reased de fens i ve 
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c a p a c i t y í ment ioned, so t h a t my e a r l i e r analyses are s t i l l v a l i d . At the : 
Montevideo meet ing i n 1981, I s a i d t h a t i n o rde r t o g a i n an idea o f t h e magnitude 
and scope o f t h a t process o f growth and change, i t was enough t o repeat t h a t i n 
the course o f t he past t h r e e decades t h e g l o b a l p roduc t o f L a t i n America has 
inc reased f i v e - f o l d i n r e a l termis w h i l e t h a t o f manufac tu r ing had grown more than 
s i x - f o l d . ' At the" ¿ame t ime (arid i n p a r t i c u l a r over t he pas t decade), a g r i c u l t u r e 
had made c o n s i d e r a b l e ' p r o g r e s s and d i v e r s i f i e d s i g n i f i c a n t l y , f i n a n c i a l a c t i v i t i e s 
had been''expanded arid modernized, and t hé investment c o e f f i c i e n t ' h a d r i s e n g r a d u a l l y 
but s t e a d i l y . Of even g r e a t e r impor tance , however, waá t h e f a c t t h a t i n t he course 
o f those 30 years (and, here aga in , more n o t a b l y i n recen t t i m e s ) , t h e r e had been a 
marked improvement i n both" t he l e v e l o f e d u c k t i o h and ' t he s t r u c t u r e o f " s k i l l s o f 
t h e labour f o r c e i n n e a r l y a l l t h e c o u n t r i e s o f t he reg ion . ' As-a r e s u l t o f t h a t 
p rogress and c h a n g e , ' L a t i n America now possesses á b roade r , more d i v e r s i f i e d arid 
more f l e x i b l e p r o d u c t i o n base than i h ' t he p a s t . 
55. I do not t h i n k i t necessary t o spend more t ime on t h e a n a l y s i s o f t h i s 
p rocess , s ince I have r e f e r r e d t o i t more e x t e n s i v e l y i n s ta tements made i n t he 
p a s t . I" shou ld , however, l i k e t o no te t h a t t he growth arid t r a n s f o r m a t i o n o f t h e 
L a t i n American economies "ánd s o c i e t i e s r e p r e s e n t s , t o g e t h e r " w i t h t he nega t i ve 
f a c t o r s I have a l ready ment ioned, bne o f t h e bas i c i ssues which the new development 
s t r a t e g i e s o f the L a t i n American c o u n t r i e s • s h o u l d take as t h e i r s t a r t i n g p o i n t . 
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V. DEVELOPMENT POLICIES; SOME OPTIONS 

56. I t would be p r e t e n t i o u s t o p resen t a new economic paradigm f o r L a t i n America 
a t t h i s ' t i m e . I have a l r eady g i v e n t he reasons why I b e l i e v e t h i s cannot be done. 
There are many good reasons f o r be i n g modest and prudent i n these c i rcumstances . 
The most i m p o r t a n t j o f course , i s t he we l l - known d i v e r s i t y o f s i t u a t i o n s i n t he 
d i f f e r e n t c o u n t r i e s o f t h e r e g i o n ; t he d i f f e r e n c e which e x i s t s between c o u n t r i e s 
as b i g as c o n t i n e n t s (such as B r a z i l ) and t h e m i c r o - S t a t e s o f t h e Car ibbean i s 
enough t o d iscourage any g e n e r a l i z e d scheme. I n a d d i t i o n t o t h i s reason t h e r e i s 
the no l ess c o n v i n c i n g one o f t h e unknown q u a n t i t i e s rep resen ted by the process o f 
change and t he economic p o l i c i e s o f t he b i g I n d u s t r i a l c e n t r e s , and hence o f t he 
shape which r e l a t i o n s between them and t h e L a t i n American c o u n t r i e s might assume 
i n t he f u t u r e . Recogn i t i on o f these l i m i t a t i o n s does n o t d e t r a c t , however, f rom the 
importance o f t h e t a s k o f work ing on t he b a s i s o f a l t e r n a t i v e medium and l ong - t e rm 
hypotheses and scena r i os and moving f o rwa rd on t h e b a s i s o f a se t o f non-
c o n t r o v e r s i a l p o i n t s around which a f u t u r e development p a t t e r n might emerge. These 
p o i n t s are r e l a t e d bo th t o t h e major development o b j e c t i v e s and t o the renewal o f 
t he i n s t r u m e n t s ' o f economic p o l i c y . Wi thou t a t t e m p t i n g t o dea l w i t h them 
e x h a u s t i v e l y , - I shou ld l i k e t o r e f e r to' c e r t a i n aspec ts wh ich appear most r e l e v a n t . 

Concern ing t he o b j e c t i v e s o f a development p o l i c y 

57. I t seems impo r t a n t t o draw a t t e n t i o n t o t h r e e o b j e c t i v e s wh ich development 
p o l i c i e s shou ld seek i n t he f u tu re . ' g r e a t e r e f f i c i e n c y o f t h e economy, accompanied 
by a cons ide rab le i nc rease i n t he r a t e o f development; g r e a t e r e q u i t y i n t he 
d i s t r i b u t i o n o f t he f r u i t s o f g rowth , and g r e a t e r autonomy o f t h e development 
process. ' . 
58. These t h r e e o b j e c t i v e s a re o f course very, c l o s e l y r e l a t e d , b u t a re no t always 
e a s i l y b r o u g h t i n t o harmony v d t h one a n o t h e r , as t he ev idence o f h i s t o r y shows. I t 
i s t h e r e f o r e wor th r e f l e c t i n g on t he exper ience o f t h e L a t i n American c o u n t r i e s w i t h 
regard t o these o p t i o n s . Those which tended t o favour economic e f f i c i e n c y a t any 
cos t s a c r i f i c e d . s o c i a l . - p r o g r e s s , ' g i v i n g r i s e . t o an accumu la t ion o f problems which 
f i n a l l y j eopa rd i zed t h e i n i t i a l p rogress made and c r e a t e d e x p l o s i v e s i t u a t i o n s f rom 
the p o l i t i c a l p o i n t o f v i ew . I n o t h e r cases, where t h e development s t r a t e g y 
concen t ra ted s o l e l y on s o c i a l o b j e c t i v e s , t h e r e s u l t was u n c o n t r o l l a b l e forms o f 
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economic popul ism which s h o r t l y f e l l v i c t i m t o t he genera l i n e f f i c i e n c y o f the 
p r o d u c t i o n system. Thus, exper ience shows t h a t the most f e a s i b l e op t i ons are 
those wh ich , i n s t e a d o f u n i l a t e r a l l y g i v i n g p r i o r i t y t o spme o f these o b j e c t i v e s 
over the o t h e r s , seek t o , r e a c h a l l those gog ls , harmon ious ly , t a k i n g a, g l o b a l view 
which can be ach ieved on l y w i t h i n the f ramework ,o f an i n t e g r a l economic and s o c i a l 
development p r o j e c t i n which t he t h r u s t is , ba lanced, serene and r e a l i s t i c , 
a) Growth 
59. , As regards t h e growth o b j e c t i v e , i t i s wor th ment ion ing some ECLA 
publ icat icDns i n which some p o s s i b l e scena r i os f o r , t h e . l onge r t^ r fn are proposed. 
To i l l u s t r a t e our a n a l y s i s , i t seems,appropr ia te t o r e f e r t o a scena r i o which 
dea ls w i t h t h e . i m p a c t t h a t would be .produced on t he r e g i o n by a. g rowth r a t e o f the 
product o f t he o rde r o f 3.5% i n the OECb c o u n t r i e s up t o t h e end o f . t h i s decade, 
w i t h annual growth o f t he j reg ion ' s expo r t s o f about 3% and a rea), i n t e r e s t r a t e 
o f c l ose t o 6%. Wi th t h i s hypo thes is (wh ich assumes more f avou rab le c o n d i t i o n s 
than those p r e v a i l i n g a t p r e s e n t ) , t he r e g i o n . c o u l d ,achieve average growth o f 
approx imate ly a y e a r , d u r i n g the r e s t o f t he ,1980s. Wi th , , tha t growth r a t e , 
L a t i n America would no t r e t u r n t o i t s 1980 l eve l s , .of per c a p i t a Income u n t i l 
1990, so t h a t i t would have l o s t a whole decade f rom the p o i n t o f view o f i t s 
economic and s o c i a l p rog ress , w i t h t he consequent .worsen ing o f the l i v i n g 
c o n d i t i o n s o f t he p o p u l a t i o n . These c o n s i d e r a t i o n s show t h e i n e l u c t a b l e need t o 
embark upon p o l i c i e s and programmes q u a l i t a t i v e l y and' q u a n t i t a t i v e l y 
d i f f e r e n t f rom those which a re n u r t u r i n g t h i s .téndency, s o ' t h a t t h e problems 
c rea ted by extreme p o v e r t y , f a i l u r e t o meet b a s i c needs , ' and unemployment can be 
d e a l t w i t h more e f f e c t i v e l y . 
60. I t i s impo r tan t t o s t r e s s , as I a l ready no ted , t h a t i n any scena r i o f o r t he 
economic development o f t he r e g i o n i n the medium te rm, t h e e x t e r n a l o p p o r t u n i t i e s 
w i l l be much more r e s t r i c t e d - t h a n i n t he pas t . ' T h i s means t h a t t he devélopment 
o f t he c o u n t r i e s o f ^ t h e . r e g i o n , s h o u l d be based t o a g r e a t e r e x t e n t on a process 
o f i n t e r n a l accumulat ion, : t h e m o b i l i z a t i o n o f t h e i r own resources ' and t he use o f 
t h e i r own markets i n s t e a d o f r e l y i n g b a s i c a l l y on the i n f l o w o f f o r e i g n c a p i t a l 
and on e x t e r n a l marke ts . , I n o t h e r words, as no ted i n t h e documents 'prepared 
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by t h e , S e c r e t a r i a t o f t h e Commission, t he r e g i o n w i l l have t o l e a r n t o "do more 
w i t h l e s s " . V Th is c a l l s , on the one hand, f o r a s u b s t a n t i a l I nc rease i n domest ic 
sav ings and, on t he o- .her, f o r g r e a t e r e f f i c i e n c y i n t h e use o f t he a v a i l a b l e 
r e z u r c e s , e s p e c i a l l y ; l a b o u r and t he i n s t a l l e d p r o d u c t i o n c a p a c i t y . 
61. .The c o n c e p t . o f ; f f i c i e n c y has had v a r i o u s c o n n o t a t i o n s i n economic l i t e r a t u r e 
and i n t he a t tempts made t o i n c o r p o r a t e i t i n t o economic p o l i c i e s . I n r e c e n t years 
t h i s e f f i c i e n c y was sought b a s i c a l l y t h rough t h e market f o r c e s and e x t e r n a l . 
openness. Whi le i t i s t r u e t h a t some o f those a t t emp ts have been s u c c e s s f u l i n 
terms o f the achievement o f g r e a t e r c o m p e t i t i v e n e s s o f a c t i v i t i e s exposed t o 
c o m p e t i t i o n f rem the e x t e r n a l marke t , i t i s a l s o b l e a r t h a t , when a p p l i e d 
u n i l a t e r a l l y and i n c i rcumstances such ¿s those wh ich now p r e v a i l i n t h e 
i n t e r n a t i o n a l economy, t h i s p o l i c y . m a y prcKJuce t h e o p p o s i t e r e s u l t s t o those , 
expected. Thus, i f no t accompanied by coheren t domest ic p o l i c i e s and suppor t 
systems a p p r o p r i a t e f o r t he s tage o f development wh ich each c oun t r y has reached, 
t h i s cou ld l ead t o a severe weakening o f t h e i r p r o d u c t i o n c a p a c i t y . I n mixed 
economies l i k e those o f the m a j o r i t y o f t h e L a t i n American c o u n t r i e s , i t i s 
n e c e s s a r y . t p , b r i n g t he q u e s t . f o r e f f i c i e n c y t h rough t he use o f t h e market f o r c e s 
i n t o harmony w i t h t he necessary presence o f t h e S t a t e , by a p p l y i n g g l o b a l p o l i c i e s 
i n suppor t o f t he systems o f p r o d u c t i o n and by b e i n g ve ry c o n s i s t e n t In t he 
hand l i ng o f t he main macroeconomic v a r i a b l e s . 

b) Equ i t y 
62. I n t h e development o f L a t i n Amer ica, t h e tendency towards i n e q u a l i t y i n t h e 
d i s t r i b u t i o n o f income i s a c h r o n i c prob lem. S u f f i c e i s t o r e c a l l , i n t h i s r e g a r d , 
the s i z e o f t he s o c i a l s e c t o r s s u f f e r i n g f rom c r i t i c a l p o v e r t y , unemployment, o r 
underemployment. .. These and o t h e r d i f f i c u l t i e s have been aggravated as a r e s u l t 
o f t he recess ion o f t he 1980s. One o f t h e i m p e r a t i v e s o f t h e development 
s t r a t e g i e s , t h e r e f o r e , bo th Immedia te ly and i n t h e l o n g t e rm , i s t o g i v e more 
importance t o o b j e c t i v e s l i n k e d t o e q u i t y o f g rowth -which,^ moreover, i t i s 
e s s e n t i a l t b puráue i f t h e necessary expans ion o f domest ic markets i s t o be ach ieved. 

* / See ECLA, The i n t e r n a t i o n a l economic c r i s i s and L a t i n Amer i ca ' s c a p a c i t y 
t o respono t o i t ; S a n O ^ o , J u l y 1983. ~~ "" 
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63. As regards Immedia te g o a l s , d e c i s i v e impor tance i s a t t ached t o t he des ign 
o f programmes f o r t a k i n g care o f the most 'urgent , needs, such as t h e need f o r 
employment o r f o r goods t o ! s a t i s f y bas i c needs, by e n s u r i n g t h a t a v a i l a b l e 
manpower and c a p i t a l , a r e m o b i l i z e d moré e f f e c t i v e l y and t h a t ' b e t t e r use i s made 
o f i d l e p r o d u c t i o n c a p a c i t y . ^ I n t he medium and l o n g te rm, t h e r e i s a need t o 
seek t o enhance t h e q u a l i t y , o f investment so t h a t , i n a d d i t i o n t o mak ing ' ' 
economic growth more dynamic, ' i t w i l l a l s o he lp t o make good t he b i g s o c i a l 
d e f e c t s which now mar. ' development. I n a l l these á reas , t h e . reg ion Has a l ready 
outgrown t h e : s i m p l i s t i c approaches which r e l i e d mere ly on t he nomina l ' ' 
r e d i s t r i b u t i o n o f income. I n r e c e n t - j / e a r s , t h e ' L a t i n American c o u n t r i e s have 
c a r r i e d out a number o f exper iménts which shoy^ t h a t t h e r e are s p e c i f i c and '-
d i f f e r e n t i a t e d mechanisms, acco rd ing t o t h e p a r t i c u l a r cases, f o r p r a g ^ f a t i c a l l y 
r e c o n c i l i n g e q u i t y w i t h e f f i c i e n c y . * / 
c ) Autonomy. 
64. ' I n a d d i t i o n t o t he o b j e c t i v e s r e l a t e d t o dynamic and e q u i t a b l e growth, t he re 
i s t h e need t o seek a reasonab le .marg in o f autonomy i n t h e development process , 
w i t h o u t which t he c o u n t r i e s are: a t t he mercy o f e x t e r n a l f o r c e s , a n d do no t manage 
t o acqu i re t he necessary a b i l i t y t o take advantage o f t h e p o t e n t i a l .^benef i ts o f 
t h e i r i n t e r n a t i o n a l economic r e a l a t i o n s . " I f t he c o u n t r i e s . o f t he r e g i o n are t o 
be ab le t o develop ways o f f i t t i n g more a c t i v e l y and independen t l y i n t o the 
e x t e r n a l eeonomyj t h a t economy must b e g i n t o show s i gn§ o f becoming l e s s ' 
r e s t r i c t i v e than i n r ecen t yea rs , by , f o r example, p u t t i n g i n t o p r a c t i c e some o f 
the s t r u c t u r a l re fo rms wh ich t he deve lop ing c o u n t r i e s have been p ropos ing over 
the past 20 yea rs . However, t h e r e i s a l s o a need f o r á more dynamic, pragmat ic 
and s e l e c t i v e development s t r a t e g y on t he p a r t o f t h e l a t t e r c o u n t r i e s . I n 
a d d i t i o n t o t h e i nc rease i n t he impor tance o f e x t e r n a l f a c t o r s and t h e 

On t he s u b j e c t o f t h e most e f f e c t i v e p o l i c i e s , f o r t a c k l i n g extreme 
p o v e r t y , see ECLA/UNDP, ¿Se puede superar l a pobreza? Rea l i dad y pe rspec t i vas 
en América U t i n a . San t iago , C h i l e . 1980, and ECLA/UNICEF, Pobreza c r i t i c a en 
l a n i ñez : América L a t i n a y e l Ca r i be , San t iago , C h i l e , 19811 
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consequent ly g r e a t e r I n t e r n a t i o n a l v u l n e r a b i l i t y o f o 'ur.ecohomies, no te must be 
taken o f numerous s u c c e s s f u l examples o f t he management o f our e x t e r n a l 
economic r e l a t i o n s i n c e r t a i n s p e c i f i c s e c t o r s . V ' . 
65. The autonomy o f t h e L a t i n American c o u n t r i e s ' development would a l s o be 
cons ide rab ly s t reng thened i f t h e processes o f i n t e g r a t i o n and r e g i o n a l 
c o - o p e r a t i o n were made more dynamic, s i n c e they a re c a l l e d upon t o ' p l a y a r o l e 
o f renewed impor tance i n t he development s t r a t e g i e s which t h e c o u n t r i e s f o rmu la te 
t o con f ron t an i n t e r n a U o n a l s c e n a r i o which i s r e s t r i c t i v e and u n c e r t a i n . S i m i l a r 
f a c t o r s shou ld be taken i n t o account i n r e d o u b l i n g t he e f f o r t s t o i n c r e a s e L a t i n 1 . " 
Amer ica 's p a r t i c i p a t i o n i n t h e process o f South-South c o - o p e r t i o n . 

2 . Regard ing some key i n s t r u m e n t s 

66. Along w i t h t he r e f o r m u l a t i o n o f t he o b j e c t i v e s o f development p o l i c i e s , 
some o f t h e i r key i n s t r u m e n t s w i l l a l s o have, t o be rev iewed. ,At t h i s t i m e , I 
w i l l c o n f i n e myse l f t o a few comments about some o f them which seem t o be t h e -
m6st impor tan t f o r c o n f r o n t i n g the cha l l enges posed by a new, t ype o f economic " 
and s o c i a l development and which a re r e l a t e d t o t he d r i v i n g f o r c e s beh ind • 
economic growth , t he r o l e o f t he S t a t e and o f p l a n n i n g i n t he p rocess , and t o f ' ' • 
e x t e r n a l economic r e l a t i o n s . 

* / See, i n t h i s r e s p e c t , t he s t u d i e s p u b l i s h e d by t he ECLA/UNDP C a p i t a l 
Goods P r o j e c t , such as La s i t u a c i ó n y l a s p e r s p e c t i v a s de l a p roducc ión y e l 
abastec imiento de b ienes de c a p i t a l en América L a t i n a , San t i ago , September 1985 
(mimeo). See a l s o t h e p u b l i c a t i o n s o f t he ECLA Expor t Promot ion and Development 
P r o j e c t , p a r t i c u l a r l y the f i n a l r e p o r t o f t h e round t a b l e meet ing on t he .. 
f i n a n c i n g o f expo r t s o f manufactures i n L a t i n America (San t i ago , 1981) arid t he 
f i n a l r e p o r t o f t he L a t i n American meet ing o f e x p o r t c r e d i t guarantee agencies 
(Sant iago, 1981) , as w e l l as t h e book E l f i n a n c i a m i e n t o de l a s expo r tac iones en 
America L a t i n a (San t i ago , 1983) . I t i s a l s o w o r t h r e f e r r i n g t o some o f t he 
p u b l i c a t i o n s o f t h e Programme o f J o i n t S tud i es on the I n t e r n a t i o n a l R e l a t i o n s 
o f L a t i n America (R IAL) , wh ich i s ' ano ther j o i n t UNDP/ÉCLA p r o j e c t , such,as 
^ é r i c a L a t i n a y e l Nuevo Orden Económico I n t e r n a c i o n a l , Be lgrano Press,' 
Buenos A i r e s , l 98¿ . " " " " " ~ 
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a). The driving forces of- growth 
67. What should be t he driving f o rces behind.economic growth i n t h i s new 
stage of r e g i o n a l development? ,When t h i s t o p i c i s cons idered , t h e d i scuss ion 
tends to-become divided into twp; u s u a l l y opposing s ides i n t h e i n t e l l e c t u a l and 
political debates that which s t resses p o l i c i e s based oh t he domest ic market , 
and that which opts for the opening up o f the:economies i n v o l v e d and the 
expansion.of exports. The first p o s i t i o n r e f l e c t s t o some e x t e n t L a t i n Amer ica 's 
diverse experisncss with development d u r i n g t he p e r i o d s i n c e t h e war. The 
advocates of^the,second; viewpoint, whose p o p u l a r i t y has been more r e c e n t , 
commonly point to,conspicuous examples o f successes, such as those achieved 
by the countries of Southeast A s i a , w i t hou t du l y e x p l a i n i n g a l l t he c e n t r a l 
elements that have played a role ih the" development p o l i c y o f those c o u n t r i e s 
and which accompanied t he birth and c o n s o l i d a t i o n o f i t s expor t -based growth 
model. Jhey generally omit all those elements r e l a t i n g "to government suppor t 
policies for the system's of p r o d u c t i o n , ' t h e s e l e c t i v e p r o t e c t i o n a p p l i e d i n respect 
of the, domestic market , the income d i s t r i b u t i o n and l and ownership p o l i c i e s j and 
the specific geographical and p o l i t i c a l f e a t u r e s o f t h e i r economies., I n t he 
case o f Latin America, tvhen discussing these o p t i o n s , another gap i n the debate, 
usually occurs5 in that insufficient c o n s i d e r a t i o n is g i ven t o the s u b s t a n t i a l 
differences existing among the c o u n t r i e s o f t h e r e g i o n w i t h respec t t o the s i z e 
of their economies(, t h e i r resource'endowment, t h e i r l e v e l o f development and 
their forms of international linkage r - a l l o f which, a r e e s s e n t i a l elements i n 
defining the context f o r the d i s c u s s i o n o f thesé p o l i c i e s . 

68o Over timés Latin America has adopted d i v e r s e o p t i o n s i n connec t ion w i t h i t s 
developsnsnt processV &nd these have taken on i n d i v i d u a l f e a t u r e s accord ing t o the 
countries and the different historical s tages i n which t̂ hey have been chosen. 
Thus in the 1950s, faced with strong p o p u l a t i o n p ressu res and growing 
urbanizatiohg moved,by. the desire t o i n c o r p o r a t e t e c h n i c a l p rogress i n t o t h e i r 
production processesj and c o n f r o n t e d w i t h some i n t e r n a t i o n a l markets which were 
either closed or lacking in t ransparency , most o f t he c o u n t r i e s i n the reg ion 
opted f o r i n d u s t r i a l i z a t i o n based on the u t i l i z a t i o n o f domest ic markets as t he 
bas i c driving f o r ce f o r growth. The e f f i c i e n c y o f t h i s o p t i o n n o t w i t h s t a n d i n g , 
i t r i s k e d f a c i n g severe c o n s t r a i n t s a f t e r a t i m e , due t o t he predominance o f 
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l i m i t e d and d isconnected markets. A t - t h a t p o i n t , ECLA d r e w , a t t e n t i o n t o the dangers 
o f these c o n s t r a i n t s and, as e a r l y as, the mid-1950s, proposed the f i r s t exper iments 
i n expanding th^se markets by means o f the es tab l i shment o f r e g i o n a l ,.pr subreg iona l 
i n t e g r a t i o n .schemes», Later , on Dr . , P reb isch , whq p layed a l ead ing r o l e i n the.. , 
f o r m u l a t i o n o f these p roposa ls , advocated f rom h i s p o s i t i o n as Secreta.ry-General o f 
.UNCTAD the opening-up o f wor ld markets t o expor ts o f manufactures from, t he p e r i p h e r a l 
' • - v • • • • • i' t . j ' ! .! ' j i < . j - . .:. ' • > ? . ' . • • i . . u • • > \ i . .. 

c o u n t r i e s . I n t h i s way, o r i g i n a l l y as the r e s u l t o f con t ingent .p^s t^ exper iences, 
the f i r s t stages o f , ,LaUn American i n d u s t r i a l i z a t i o r ^ took p lage. Any . d e s c r i p t i q n o f 
t h i s phase must n o t , o f course, ove r look the p r o t e c t i o n i s t excesses which, were , 
app l i ed by some c o u n t r i e s and the a n t i - e x p o r t and . a n t i - a g r i c u l t u r a l b i as which,was 
.present i n some o f ,the$e p o l i c i e s . , 
69. I n more recent p e r i o d s , . w i t h a more^ .dynamic and open . i n t e r n a t i o n a l . m a r k e t , the 
c o u n t r i e s , o f the reg ion were ab le t o app ly sys temat ic and ,cons i s ten t p o l i c i e s which 
enabled them t o expand t h e i r expo r t s a c t i v e l y , , l a r g e l y as a consequence p f t h e i r 
p r i o r stages o f i n d u s t r i a l i z a t i o n , which g a v e . r i s e to, a s i g n i f i c a n t body p f 

, exper ience on the p a r t o f the p u b l i c a u t h o r i t i e s , , and, g rea te r e n t r e p r e n e u r i a l . .. 
capac i ty i n t h i s f i e l d . Th is p rov ided momentum, w i t h .cons iderab ly ,success . i n some 
cases, f o r the expansion and d i v e r s i f i c a t i o n o f expor t s o f manufactures, so t h a t 
the i n t e r n a t i o n a l markets came t o p^ay an eve;r more i m p o r t a n t , r o l e among the f a c t o r s 
which s t i m u l a t e d demand anfJ promoted development. , Jus t as the i n d u s t r i a l i z a t i o n 
p o l i c i e s ba.sed on impor t s u b s t i t u t i o n encountereq|,cer^tain. c o n s t r a i n t s , and,, u l t i m a t e l y 
shut,.themselves w i t h i n h i g h l y p r o t e c t i o n i s t . , framewp,rks, ^ however),., thes^, p o l i c i e s o f 
opening up t o the e x t e r i o r a l so e r r e d i n some.cases |by c o m m i t t i n g . d e f i n i t e excesses 
as. regards the e l i m i n a t i o n o f p ro tec t ion i ,sm ancj, t h e , r e d u c t i p n o f S ta te . ' s ,, 
promot ional r o l e . ,,As, S t ree ten noted.ye.ry p e r c e p t i v e l y some time,,ago.,^ the i n e f f i c i e n t 
use o f resources may be due t o causes which have no d i r e c t or even., i n d i r e c t ^ 
connect ion w i t h i n d u s t r i a l i z a t i o n based, on a h i gh degree o f . p r o t e c t i o n i s m . I t i s 
j u s t as poss ib l e t p have i n e f f i c i e n t expor t expansion, p o l i c i e s as . i t , i s . t o have 
i n e f f i c i e n t impor t s u b s t i t u t i o n p o l i c i e s . V 

V See Paul S t ree ten , " O u t w a r d - l o o k i n g . i n d u s t r i a l i z a t i o n and t r ade 
s t r a t e g i e s " , Nor th-South Round Table, 1 9 8 2 / " ' ' 

/70.-When 



- 34 -

'70, ' '' wHeh one 'analyses the slum0 and the setback i n t h e ^ é v o l ü t i o n o f the L a t i n 
Aiiiaricah ecoreoies i n " recent'years, w i t h t h e i r a f t e rma th o f s o c i a l and'economic 
e ' f f é é t s " , Vjeií 'ás' t ' f e éx t reme ly sér iÓus firoblems c rea ted by f o r e i g n Indebtedness 
and'íhé''cüríentíy ' e k i s t i n g i n t e r n a t i o n a l u n c e r t a i n t y , i t must be concluded t h a t 
serious fnlstSces were f r e q u e n t l y comnii t ted i n l e a ^ i i i g t h é dynamics o f growth 
entirely up'to W t e f h a l s t i m u l i . ' Under such c i rcümstanóes, and a lways 'excep t ing 
the m a j ó r ^ f f e r e n c é s e x i s t i n g among t f ie va r i ous count r i fes , p r i o r i t i e s should lae 
given' áittOTg the gene ra to rs o f g rowth , i n tHe f u t u r e ; t o those connected w i t h the 
enlargement'of the domestic market on a l l " f r o n t s . Th i s a t t i t u d e sht iu ld no t f a i l 
to t a f e accounts hóir/ever, o f tfe p d s t i v e exper iences o f t h e i nwed ia te p a s t , nor 
should it accept a repetition o f a l ready known sources brinefficienc;/ t h a t would 
end up'by'eroding this'brocessV For t h a t teason i t í 's •irhpbrt'ant t o recognize 
ihaf better ukillzatior. of the domest ic p o t e n t i a l o f our'efconomies must necessa r i l y 
be liri<bd to ' a grovdng degrée o f ex terna l 'o íDen ing, a l b é i t ' a ' móre dynamic and 
selective one'than i n ' t h e p a s t l ' The l a t t e r i n vo l ves t h e i n t e l l i g e n t use o f 
govéfratéht'action, the efipíoymént o f t he c o u n t r i e s ' i n p o r t ' c a p a c i t y , and, a t the 
same tin®, -a vigorous effort on b e h a l f o f t he expansin and d i v e r s i f i c a t i o n o f 
exports of both traditional and manufactured goods. Wi th the two o b j e c t i v e s - b e t t e r 
'utilization''of'domestic markets and seíect i>)d opening up t o t he e x t e r i o r - thus 
conceived, an effort must^bé madé t o f i n d t he ways i n which" ' the two may be 
combinéd in accordance with the i n d i v i d Q a l s í tüa í i ons'of ' t hé d i f f e r e n t c o u n t r i e s , 
sd' that they tecórós c'ompleméh'tary, r a t h e r ' t h a n a n t a g o n i s t i c , sources o f growth. 
71. • The strengthsriing o f t h e domest ic markets a l s o i n v o l v e s g i v i n g an impetus 
to the regiort's agricultural development, w h i c h ' i s f a r f rom hav ing reached i t s 
physical and technological bounds, arid which 'could g i v e L a t i n America a 
priviieged'position within the T h i r d World i n t h i s a rea . I t a l s o i n v o l v e s , o f 
coursep an'exploratidn of the new p o s s i b i l i t i e s f o r i n d u s t r i a l ' d e v e l o p m e n t , bo th 
in the production of consunier goods to meet t h e p e o p l e b a s i c needs and i n the 
development of more complex a c t i v i t i e s i n ' w h i c h t he r e g i o n i s p a r t i c u l a r l y ^ 
d e f i c i e n t -such as t he p r o d u c t i o n o f c a p i t a l equipment- o r which wou ld -g ive i t 
a possibility to acbede more r a p i d l y t o t he néw, techno log ies . Economic 
cofiplementarity among the c o u n t r i e s o f t he r e g i o n shou ld c o n s t i t u t e a bas ic 
element of this policy, e s p e c i a l l y as regards these more complex s e c t o r s . I n 
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r e c o n c i l i n g t h e aims o f s t r e n g t h e n i n g domest ic markets and a c h i e v i n g a s e l e c t i v e 
opening-up o f the economies, a • d e t e r m i n i n g element w i l l be the deyelppment o f 
app rop r i a te , more dynamic t e c h n o l o g i c a l p o l i c i e s t h a t a re a t t r i b u t e d more p r i o r i t y 
than i n t h e p a s t . • ' •• . ; , . • 
72. -Seen from a historical p e r s p e c t i v e , t he debate r e g a r d i n g the,different 
o p t i o n s t h a t should be favoured as the genera tor of g rowth appears to be too 
simplistic and removed from the h i s t o r i c a l s i t u a t i o n s exper ienced by those 
c o u n t r i e s v̂hich a re t o d a y . p u t f o rwa rd as examples o f a l t e r n a t i v e , o p t i o n s . |,jor 
must it be forgotten t h a t each country's t a k e - o f f p o i n t s t r o n g l y affects the. 
changes which-it is' capable o f making in i t s development . s t r a t e g i e s , not only on 
t he economic leve l , 'but a l s o the p o l i t i c a l and s o c i a l . Some p r o j e c t s aimed at 
b r i n g i n g about d e e p - r o o t e d ' s t r u c t u r a l changes based on the domest ic market, for 
t h e b e n e f i t of t h e m a j o r i t y o f t h e popu la t i on^ ended up-by j e o p a r d i z i n g the 
e f f i c i e n c y o f . t h e p r o d u c t i o n system,, c r e a t i n g s t r o n g i n f l a t i o n a r y pressures and 
genera t ing se r i ous e x t e r n a l b o t t l e n e c k s . • . . .,, 
73. One o f the major t asks f a c i n g t he r e g i o n i s t o seek, w i t h i n each c o u n t r y , a 
dynamic balance between the s t r e n g t h e n i n g o f , . the domest ic market and an e x t e r n a l 
opening capable o f g e n e r a t i n g i n c r e a s i n g amounts o f f o r e i g n exchange ea rn ings . Th is 
balance c a l l s f o r the execu t i on o f s t r u c t u r a l changes, i n t h e o r i e n t a t i o n o f 
investment 'and in 'macroeconomic p o l i c i e s . Under these c i rcumstances i t i s more 
necessary than e v e r ' t o have i n t e r n a t i o n a l mechanisms f o r c o - o p e r a t i o n capable 
o f g i v i n g s u b s t a n t i a l and i m a g i n a t i v e suppor t t o t he e f f o r t s o f t h e r e g i o n ' s 
c o u n t r i e s i n the d i f f i c u l t t ask o f r e a l l o c a t i n g resources , s t r e n g t h e n i n g t h e i r 
capac i t y of accumula t ion and imbuing t h e i r p r o d u c t i o n systems w i t h a g r e a t e r 
measure of f l e x i b i l i t y i n o r d e r ^ t o enable them to. , face up, t o the changing 
c o n d i t i o n s o f t he ' ex te rna l c y c l e , 
b ) Modern iza t ion of t he S ta te -
74. A bas ic element i n t h e new development policies of our c o u n t r i e s w i l l 
n e c e s s a r i l y be the modern i za t i on o f t h e S t a t e , . I n the, f u t u r e , . t h e l a t t e r shou ld 
suppor t t he c e n t r a l o b j e c t i v e s of t he development p o l i c i e s m o r e . , d e l i b e r a t e l y , 
c o n t r o l t o á g r e a t e r e x t e n t t h e process o f . e x t e r n a l open ing, and media te among 
the complex and c o n f l i c t i n g demands o f the d i f f e r e n t s o c i a l g roups . A t .the same 
t ime , i t should i n t e n s i f y t he e f f i c i e n c y and s e l e c t i v i t y ; o f i t s a c t i v i t i e s . 
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ths'subject of the St.ate is no t new i n the i n t e l l e c t u a l . and p o l i t i c a l debate, 
It the world'and at t h e L a t i n American, l e v e l s . I n ; r e c e n t years t he need t o 

modernize the State has become one o f the major cha l lenges t o bo th c a p i t a l i s t 
economies'and to'tountfies with c e n t r a l l y p lanned economies. In .one case, i t was 
a matter of'the crisis' o f t he "Wel fa re State'. ' , w h i l e i n t he o t h e r , \ i t was a quest ion 
of the crisis b f ' t h e b u r é a u c r a t l c S t a t e . .' The a n a l y s i s o f ^the L a t i n American 
situátiort could be en r i ched by those exper iences , a l t hough they c o n t a i n some 
elements whic'n'are peculiar to t he coun t r ies -^ in q u e s t i o n . . I n t h i s p a r t o f t he 
world the'State "wás nó t the r e s u l t o f a n a t i o n a l . p r o j e c t ^ bu t oft t h e super i rnposi -
. J* . - - k , • • . . . 

tion'of var io l is ' - ' subpro jec ts which were designed t o respond p r a g m a t i c a l l y t o the 
circumstances o f the moment] t h e y - d i d so by accumula t ing i n t h e . ^ t a t e a growing 
nutrtoér of heter 'Bgenéoué f u n c t i o n s w i t h o u t any; o v e r a l l v iew o f the e ; s e n t i a l 
objectives of í t s ' a c i i ó n o r the most e f f i e c i e n t ^ w a y o f a c h i e v i n g them. I n t h i s 
way there was a gradual enlargement o f t he f u n c t i o n s ] t r a d i t i o n a l l y exe rc i sed by 
the liberal State, and i t s ^ a c t i o n - b e g a n ' t q .extend to- t h e yast,.and- complex f i e l d 
of macrósconomíc p o l i c i e s and t he management o f a s i g n i f i c a n t p o r t i o n o f t he 
country's resources and I t s ' p r b d u c t l q n a c t i v i t i e s . ' The r e s u l t s , i n many cases, 
were inefficiency and ' Incoherence. At' the same t i m e , and as a natural out;come 
of the'process'of development o f the r e g i o n over t h e past , t h i r t y yea rs , c i v i l 
society enlarged and became q u i t e 

d i v e r s i f i e d i n those c o u n t r i e s j a c q u i r i n g a 
growing c a p a c i t y " f o r handling an i n c r e a s i n g l y . b r o a d range of i n t e r e s t s and 
cbmpating W i t h ' t h s ' S t a t e f o r t h a t management.. 
lél The growing p a r t i c i p á t i o n which t he S ta te n e c e s s a r i l y assumed i n the 
distribution struggle among the v a r i o u s s o c i a l . g r o u p s f r e q u e n t l y had a g rea t 
deal to do with its expansion and c r i s i s . As I s t a t e d a moment ago, the 
limitations on the State's a c t i o n in L a t i n America today are n o t . ^ u i t e the same 
as those which shsped the crisis of t he " W e l f a r e , S t a t e " i n the i n d u s t r i a l i z e d 
c o u n t r i e s / ' In t h e ' l a t t e r ^ c a s e , 'the c r i s i s o f t h e S ta te was due;main ly t o the 
excessive social e x p e n d i t u r e , a f t e r t h i s had p layed a s i g n i f i c a n t r o l e i n 
invigorating the ' E c o n o m i c development o f those c o u n t r i e s d u r i n g the pos t -war 
p e r i o d . In the case o f L a t i n America, t h e s o c i a l p o l i c i e s o f t he ^ t a t e were 
aimed at meeting thé' demands o f d i f f e r e n t .^social g roups, bu t • in,, t he l ong run 
t h i s tended to go beyond i t s c a p a c i t y f o r a c t i o n , because a m u l t i p l i c i t y o f 
particularistic policies I n tended t o channel resources toward g i ven groups were 
accumulated and superimposed on one ano ther . Hence t he r e f o r m o f the S ta te i n / L a t i n America 
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L a t i n America, as regards i t s s o c i a l f u n c t i o n , c o n s t i t u t e s another o f t he 
r e q u i s i t e s f o r a t t a i n i n g a more e g a l i t a r i a n growth w i t h f u l l p a r t i c i p a t i o n by 
a l l . • . . 
77, The c r i t i c i s m s expressed i n connec t i on w i t h t he S t a t e , f rom t h e i d e o l o g i c a l 
s t a n d p o i n t , tend e i t h e r t o cons i de r t h a t e v e r y t h i n g t h e S t a t e does i s bad by 
d e f i n i t i o n o r t o demand t h a t i t sh o u ld assume the m a j o r i t y o f t he f u n c t i o n s 
necessary f o r f u r t h e r i n g economic ' and s o c i a l development. I n t he former case 
i t i s h e l d t h a t t h e S t a t e sh o u l d be r e l i e v e d o f a l l those f u n c t i o n s , save f o r the 
t r a d i t i o n a l ones, wh ich shou ld be e x e r c i s e d by t h e au tomat i c o p e r a t i o n o f t h e 
market0, I n t he l a t t e r ^ t h e S t a t e would once aga in be s t r o n g l y p resen t i n each o f 
t h e sec to rs i n v o l v e d i n t h e development p rocess , i n a way n o t s i g n i f i c a n t l y 
d i f f e r e n t f rom t h a t o f i t s e a r l y s t a g e s . The exper ience o f r ecen t yea rs , however, 
c l e a r l y shows t h a t w h i l e no t e v e r y t h i n g t h e S t a t e does i s . b a d , nor shou ld i t 
c a r r y out a l l t h e development p r o j e c t s . ,A t t h e same t i m e , i t has a l s o become 
c l e a r t h a t t h e market f o r c e s , w h i l e capable o f i n t r o d u c i n g a g r e a t e r degree o f 
e f f i c i e n c y i n t o t he economic system, cannot o f themselves p r o v i d e answers t o 
the complex problems o f modern s o c i e t y - e s p e c i a l l y i n t he area o f s o c i a l needs-
nor can they fo resee o r a n t i c i p a t e t he course o f e v e n t s ; as a r e s u l t , they l a c k 
t h e " s o c i a l h o r i z o n " and " t i m e h o r i z o n " which are e s s e n t i a l f o r d i r e c t i n g t h e 
process o f development i n t h e medium and l ong r u n , 

78. Under the e x i s t i n g c r i t i c a l c o n d i t i o n s , i n which a h i g h degree o f e f f i c i e n c y 
i s r equ i red f rom t h e e n t i r e economic system i n o rde r t o make a new development 
p r o j e c t f e a s i b l e , a tho rough r e v i s i o n must be made o f b o t h t h e o b j e c t i v e s and 
t he ins t ruments on wh ich t he S t a t e ' s a c t i o n i s based. T h i s r e v i s i o n shou ld ex tend 
bo th t o t he f o r m u l a t i o n o f macroeconomic p o l i c i e s and t o t h e management o f t h e 
resources and p r o d u c t i o n a c t i v i t i e s e n t r u s t e d t o i t . The management o f any mixed 
economy must n e c e s s a r i l y r e s t on t he f u l l and a c t i v e u t i l i z a t i o n o f a l l o f t h e 
ins t ruments o f macroeconomic p o l i c y a v a i l a b l e t o governments, w i t h t he g r e a t e s t 
degree o f coherency p o s s i b l e . At the same t i m e , no development p r o j e c t w i l l , be 
f e a s i b l e un less it i s i n s c r i b e d w i t h i n an o v e r a l l v iew o f t h e n a t i o n a l economy 
and i t s e x t e r n a l c o n t e x t , and w i t h i n c e r t a i n medium and l o n g - t e r m f o r e c a s t s on 
which a modern system o f n a t i o n a l p l a n n i n g can be based. 
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the sems'criterion9 an e f f o r t should be made t o ensure t h a t t he 
management of Sfats enterprises, which w i t h the pass ing o f t he years' have become 
one of the main sources o f the f i s c a l i n s t a b i l i t y o f t he r e g i o n ' s governments, 
attains á maximum degree of e f f i c i e n c y . Inasmuch as i n many cases these 
enterprises account for'á' c o n s i d e r a b l e p r o p o r t i o n of t h e c o u n t r y ' s p roduc t i ve 
capital̂  it''would hot be p o s s i b l e t o enhance the e f f i c i e n c y o f ' t he economic 
system in general without f i r s t ' a c h i e v i n g a 'g row ing degree'of efficisncy i n 
that part of the'system '' ' 
80. The modernization bf t he L a t i n American S t a t e i s c e r t a i n l y no t an easy 
mattery and involves'decisions o f a p o l i t i c a l na tu re which are f r e q u e n t l y bound 
to come i n t o ' c o n f l i c t w i t h ves ted i n t e r e s t s , w i t h the v iews o f c e r t a i n l eade rs , 
or vdth the expec ta t i ons of p a r t i c u l a r s o c i a l groups. The need t o overcome the 
temptations to move'towards e i t h e r a p o p u l i s t S ta te or a l a i s s e z - f a i r e S t a t e 
and to progress instead towards a S ta te v i g o r o u s l y commit ted t o economic and 
social objectives without any d e c l i n e i n i t s e f f i c i e n c y ' a n d c o n t r i b u t i o n t o the 
general vitality of the system, is seen a t present t o be one o f t he major 
political tasks of L a t i n America. Th is new S ta te w i l l be b e t t e r equipped t o 
reconcile economic e f f i c i e n c y w i t h s o c i a l ' e q u i t y i n i t s policies, w h i l e a t the 
same time creating a system o f i n c e n t i v e s and d i s i n c e n t i v e s which persuades the 
other major agent of t he development process - t h e p r i v a t e sfect'or- t o modernize 
itself and contribute t o economic growth w i t h i n the o b j e c t i v e s o f genera l 
interest» 
c) E x ^ g i a l édonomic r e l a t i o n s 
81 o In the foregoing c o n s i d e r a t i o n s t he c f u c i a l impor tance o f t h e ' e x t e r n a l 
sector in the coming stages o f t he r e g i o n ' s development has been c l e a r l y brought 
out. Certainly it is nothing new t o underscore the s i g n i f i c a n c e o f the r e l a t i o n -
ship between internal development and t he e x t e r n a l s e c t o r . On the" one hand, i t 
is obvious that the surmount ing o f the e x i s t i n g payment problems w i l l depend i n 
the final instance on an i nc rease i n the c a p a c i t y f o r g e n e r a t i n g f o r e i g n 
exchange earnings by means o f t r a d e . On the o t h e r , i n e a r l i e r paragraphs i t 
was maintained t h a t t he very enlargement o f the domest ic markéts w i l l depend on 
the capac i t y t o generate f o r e i g n exchange a t t he r a t e r e q u i r e d f o r the e f f i c i e n t 
p rogress o f t h a t en largement . 

/82. Th is 



- 39 

82. Th is makes, i t e s s e n t i a l t o a c t on t h r e e s imu l taneous and complementary 
f ron ts? t h a t o f t h e efficacy of e x p o r t p romot ion p o l i c i e s ; t h a t o f t h e 
s t r eng then ing o f t he r e g i o n a l market, and t h a t o f t h e f u l l e x p l o i t a t i o n o f the 
i n t e r n a t i o n a l marke ts . • , 
83. The events o f r e c e n t years made i t p o s s i b l e t o advance and a c q u i r e 
exper ience i n t he cohe ren t management o f e x p o r t p romot ion p o l i c i o s ; they a l s o made 
i t poss i b l e t o a p p r e c i a t e t he dependence o f t h e l a t t e r on c l e a r and s u s t a i n e d 
s t i m u l i d e r i v i n g f rom adequate p r i c e systems and suppor t f o r oo th i n t e r n a l 
promot ion and p e n e t r a t i o n o f t he i n t e r n a t i o n a l marke ts . The r e s u l t ? o f t h e 
exper ience w i t h e x p o r t s i n t h e 1970s, wh ich a re c e r t a i n l y i n s t r u c t i v e d e s p i t e 
the costs o f t h e ove rp romo t i on observed i n some cases , l eave no doubt as t o the 
ex is tence o f a c o n s i d e r a b l e p o t e n t i a l and,, i n some cases, an i d l e c a p a c i t y t h a t 
should be m o b i l i z e d . 
84. A c l e a r d e f i n i t i o n o f t h e r o l e o f t h e r e g i o n a l market i s undoubted ly 
necessary, f o r i n t h e p resen t c i r cums tances r e g i o n a l c o - o p e r a t i o n i s e s p e c i a l l y 
impo r tan t . I t would be Utopian t o expec t i t t o f u r n i s h a s o l u t i o n t o a l l our 
problems, bu t i t would l i k e w i s e be f u t i l e t o j o i n n e g a t i v e and s i m p l i s t i c c u r r e n t s 
o f op i n i on t h a t keep on r e p e a t i n g , w i t h o u t many grounds f o r d o i n g so , t h a t no 
progress had been made i n t h i s a r e a . On t h e c o n t r a r y , i t would appear a p p r o p r i a t e 
t o recognize t he p r o j e c t s and expe r ience b u i l t up, w i t h o u t b e i n g complacent w i t h 
regard tiDthe g rea t p o t e n t i a l f o r r e g i o n a l c o - o p e r a t i o n t h a t i s as y e t unexp lo red . 
85. I n the f i r s t p l a c e , i t i s necessary t o a p p r a i s e t h i s p o t e n t i a l f o r 
c o - o p e r a t i o n , as w e l l as t he d i v e r s i o n o f t r a d e f rom o u t s i d e t o w i t h i n t h e r e g i o n , 
as t h i s would c o n t r i b u t e t o a more adequate use o f p r o d u c t i o n c a p a c i t y . But i t 
i s a l so necessary t o augment t he t r a d e f l o w s on t he b a s i s o f p ragmat i c p roposa l s 
and ins t ruments f o r r e g i o n a l c o - o p e r a t i o n and l i n k s i n keep ing w i t h t h e p resen t 
c o n d i t i o n s and c i r cums tances . I n many cases j t h e . m i s t a k e s made may be a t t r i b u t e d 
t o the s e t t i n g o f o v e r - a m b i t i o u s t a r g e t s whose c o s t was d i f f i c u l t f o r t h e 
economic and p o l i t i c a l a u t h o r i t i e s , t o e v a l u a t e , so t h a t t h i s o f t e n h i n d e r e d 
t h e i r f u l f i l m e n t and l e d , sooner o r l a t e r , t o i n e v i t a b l e f r u s t r a t i o n . . Cons ide rab le 
progress has now been made i n t h i s t e r r a i n , however, and t he r e f o rms and 
a t t i t u d e s adopted r e c e n t l y by t he i n t e g r a t i o n schemes themselves and b i l a t e r a l 

p o l i c i e s recogn ize t h e ,need t o proceed w i t h a g r e a t d e a l o f pragmat ism. I t 
t h e r e f o r e seems necessary t o i n s i s t on these p ragmat i c approaches i n every way 
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p o s s i b l e , b o t h b i l a t e r a l and m u l t i l a t e r a l , p u b l i c as w e l l as p r i v a t e . Th is 
o b v i o u s l y c a l l s f o r p o l i t i c a l d e f i n i t i o n s and a c l e a r p r e f e r e n t i a l a t t i t u d e on 
t h e p a r t o f t h e governments i n o r d e r t o g i v e t h e ' n e c e s s a r y p o l i t i c a l impetus t o 
t h e p o s s i b l e modesTj f ' r e g i o n & i co -o Í3e rá t i on and c o m p l e m e n t a r i t y . 
86 . I t i s l i k e w i s e e s s e n t i a l t o c o n t i n u e p e n e t r a t i n g t h e i n t e r n a t i o n a l markets 
where t hé appearance "of i m p o r t a n t new c o m p e t i t o r s and t h e g row ing p r o t e c t i o n i s m 
o f t h e c e n t r e s make i t e s s e n t i a l t o f o rge , a c l e a r a l l i a n c e between t h e ' p r i v a t e 
s e c t o r and the ' S t a t e i n our c o u n t r i e s . I t w i l l be d i f f i c u l t to" t a c k l e t h e s tormy 
s tages o f t h e f u t u r e u n l e s s - i n t e r e s t s a r e ' c l e a r l y harmon ized and complemented, 
as i s d o n e ' i n a i r t h e o t h e r c o u n t r i e s o f t h e w o r l d w i t h o u t e x c e p t i o n ; ' The ' 
open ing o f marke ts n e c e s s a r i l y i n v o l v e s a ' g r o w i n g d i v e r s i f i c a t i o n o f c u s t o m e r s . ' 
And i n t h i s c o n n e c t i o n , w i t h o u t l o s i n g s i g h t ' o f t h e f a c t t h a t our t r a d i t i o n a l ' 
markets w i l l c o n t i n u e t o h o l d l t l - i e g r e a t e s t p o t e n t i a l , ' a ^ r e a l i s t i f ^ b u t p e r s i s t e n t 
aim shou ld be t o g i v e s u p p o r t t o c o - o p e r a t i o n w i t h d e v e l o p i n g ' c o u n t r i e s and ' 
r e g i o n s . ' t h i s i s a d i f f i c u l t t a s k , as i t I s e x t r e m e l y h á r d t o e n t e r t h e N o r t h -
South channe ls which' today ' p redomina te i n - t h e ^ t r a d e and c o - o p e r a t i o n r e l a t i o n s 
o f t h e d e v e l o p i n g wor ld5 neve r the less , - t hese aims must be i n c o r p o r a t e d i h t h e 
f o r e i g n p o l i c i e s ' o f ou r c o u n t r i e s as bo th á p o l i t i c a l and economic o p t i o n ; ' 

• FINAL CONSIDERATIONS 

87. I t goes w i t h o u t ó a y i n g t h a t no a t t emp t "has been made i n t h e t h o u g h t s above 
t o propose o r b u i l d a new model f o r t h e r e g i o n , ' a n d even l e s s t o p r e t e n d t o exhaust 
t h e many t a r g e t s and i n s t r u m e n t s o f t h e new s táge o f i t s economic^deve lopment . ' 
A l l t h a t i s sought i s t o c a l í a t t e n t i o n t o s e v e r a l aspec t s t h a t w i l l r e q u i r e 
i m p o r t a n t d e f i n i t i o n s and t o wh ich c o n s i d e r a t i o n must b e • g i v e n i n t h e dev i s i ng^ 
o f t h e new development p o l i c i e s . ' 
88 . There i s a key f a c t o r y ' t h a t has n e c e s s a r i l y had t o ' b e kep t o u t o f the' 
a p p r a i s a l , b u t wh ich i t v /ou ld 'be n a i v e t o o v e r l o o k , n a m e l y , - t h e p o l i t i c a l ' • 
e lement . There 'cán- 'be no doub t t h a t t h e - m o b i l i z a t i o n o f ' s o c i a l e f f o r t s t o " 
c o n s t r u c t t h e riew -stages o f t h e economic development p rocess ' must be' ' f ramed • 
w i t h i n e x p l i c i t p o i i t i c a l ' p r o j e c t s . ' The permanent and i r r e v o c a b l e e t h i c a l aim 
o f b u i l d i n g open, p l u f a l i s t i c s 6 c i e t i e s : w i t h ' f u l l p a r t i c i p a t i o n ' a s s u m e s 
fundamental impor tance under t h e p r e s e n t c i r c u m s t a n c e s . Indeed, i t seems 
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i n conce i vab le t o t r y t o harmonize t h e many s o c i a l demands t h a t have been 
postponed, nor those t h a t w i l l n e c e s s a r i l y a r i s e , w i t h o u t democra t i c and 
p a r t i c i p a t i v e processes making i t p o s s i b l e t o a r r i v e a t t h e new s o c i a l compacts 
t h a t w i l l p e r m i t t he a t t a i nmen t o f major g o a l s . T h i s awareness appears t o be 
spreading th roughou t t h e r e g i o n . I t w i l l be t h e r e s p o n s i b i l i t y o f t h e p o l i t i c a l 
leaders and o f t h e i r p a r t i e s t o make t h i s e s s e n t i a l c o n t r i b u t i o n t o a s o c i e t y 
which, i n gove rn ing i t s own destiny, w i l l a r r i v e a t g r e a t consensuses t h a t w i l l 
p e r m i t , i f no t t h e e l i m i n a t i o n o f c o n f l i c t s , a t l e a s t t h e r e d u c t i o n o f t h e s o c i a l , 
economic and p o l i t i c a l c o s t s t h e y i n v o l v e . 




