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CEPAL REVIEW No. 43

External events,
domestic policies and
structural adjustment

Carlos Massad*

This article examines the drop in the per capita
product of the region from 1981 onwards due both
to the stagnation of per capita production capacity
and the fact that the effective product was less than
the potential product. Production capacity stagnated
because investment tell (o levels which were not high
enough to ensure growth in the potential per capita
product. This decline in investment, in turn, was due
basically to the net transfers of resources abroad
caused by the debt crisis and the severe deterioration
in the terms of trade as from 1982,

The article posits that, in order for the region to
grow at the rate of 5% per year, it would be necessary
to invest between US$ 75 and US$ 85 billion more
than is currently being invested. These resources could
not be obtained from a single source. Solving the debt
problem to the point of eliminating the net outward
transfer of resources would supply only a third of the
additional investment needed. Likewise, recovering
the 1980 levels of the terms of trade —for which ar-
duous negotiations and the application of difficult do-
mestic policies would be needed— would provide only
another third of the necessary financing. In any case,
the fact that such resources were available would not
automatically guarantee the necessary increase in in-
vestment, for which purpose strict specific policies
would be required. The remaining third of the addi-
tional investment needed would require either greater
indebtedness, or more saving, or both these things at
once. It would also require increases in productivity
and would need to be backed up by suitable domestic
policies.

* Deputy Executive Secretary of kcLac. The author wishes
Lo express his thanks to Jaime Campos for his assistance in
computation and general matters, and 1o Osvaldo Rosales for
his comments and assistance with the bibliography.

Introduction

The hard facts of the situation, including political
events, have obliged most of the nations of Latin
America to apply structural adjustment policies.
The measures taken in this respect were in a
sense a shot in the dark, as no body of theory
had been prepared in advance, and the countries
of the region were not in a position either to
choose their policies freely or to bother too much
about their timeliness and the most suitable rate
and sequence for their application. ‘

Although a limited consensus is now begin-
ning to emerge on this matter, economic theory
is still not able to answer all the queries regarding
the dynamics of the economic adjustment or the
timeliness and sequence of the necessary reforms
(World Bank, 1985; Feinberg, 1986; Helleiner,
1986).

Thus, for example, the scope and sequence
of reforms aimed at trade and financial liberal-
ization raise dilemmas with regard to economic
policy, and the net effect continues to be the
subject of a good deal of uncertainty in the the-
oretical analyses made on the subject (Zahler,
1980; McKinnon, 1982; Blejer and Sagari, 1988).
Edwards (1987} is in favour of liberalizing the
current account before the capital account and
proposes a specific policy sequence: first, getting
the fiscal deficit under control; secondly, reform-
ing the domestic financial market and increasing
interest rates, and finally, liberalizing the capital
account.

A different view is taken by Lal (1987), who
suggests first of all tackling the fiscal deficit and
the distortions in the domestic capital market and
then going on to a simultaneous drastic liberal-
ization of the current and capital accounts, main-
taining a floating exchange rate during these op-
erations. The reasons for this would appear to
be connected with political economics, since as
these reforms would affect sectoral interests it
would be necessary to act quickly to prevent the
latter from organizing themselves.

Among the issues still under macroeconomic
debate are those concerning matters such as the
links between financial liberalization and saving
and investment (Massad and Held, 1990) and
between saving and interest rates (Khan and
Knight, 1985; Massad and Eyzaguirre, 1990); the
degree of intensity of the liberalization processes,
that is to say, the final levels of the variables and
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the periods of adjustment (Edwards, 1988); the
optimum dimension and degree of government
intervention (Ram, 1986), and the complemen-
tation or conflict between public and private in-
vestment {Blejer and Khan, 1984). Without a
firm theoretical base, it is very difficult to clarify
which costs could be attributed to the reform
policies and which should be blamed on external
or domestic events which may take place at the
same time.

This paper examines the influence of such
events on the product, distinguishing between
the effects on production capacity and those on
the effective product, and seeking to identify the
main elements affecting these phenomena and

the options open to the countries of the region
for returning to a climate of faster and sustain-
able growth.

Section [ below explores the etfects of exter-
nal events on production capacity. Section 11 ex-
amines the factors behind the drop in the rate
of utilization of that capacity. Section 111 seeks
to give some idea of the growth needs and the
resources that could be available for meeting
them, and finally, section IV brings considera-
tions of equity into the analysis and presents the
main conclusions. The study covers Latin Amer-
ica and the Caribbean as a whole, but the main
conclusions have been verified through studies
of particular countries which are not presented
here.

External events and the stagnation of
production capacity

There were two main external events which af-
fected the Latin American economies in the
1980s: the debt crisis, and the deterioration in
the terms of trade. It was during this period that
most of the adjustment policies were applied.
The debt crisis in the 1980s and its consequences
have been extensively analysed in recent eco-
nomic publications, while the variations in the
terms of trade and their effects on developing

economies have been studied for more than half

a century.

One way of getting an idea of the conse-
quences of both the debt crisis and the deterio-
ration in the terms of trade is to examine the
historical behaviour of the gross domestic prod-
uct.

Figure 1 shows the evolution of the per capita
cor of the countries of the region for the period
between 1970 and 1989. It will be noted that in
1989 that product was lower than it had been in
1980". Such discouraging facts have led to the

! According to data supplied by EcLac in December
1990, the results for 1990 were even worse (ECLAC, 1990b).

assertion that the 1980s represented alost decade
as far as development was concerned.

This is not the whole story, however. There
are two main factors that can explain the un-
favourable evolution of the per capita or: the
stagnation in production capacity, and a level of
effective production which was lower than the
existing capacity. In order to distinguish between
the etfects of these two factors, we can carry out
a very simple exercise involving the estimation
of the latter capacity by using figures on net in-
vestment and certain assumptions on the prod-
uct/capital ratios (Ramos and Eyzaguirre, 1989).
If we consider the product/capital ratio regis-
tered in the 1970s as being valid for the 1980s,
then we can calculate the production capacity for
the latter decade, assuming also that the employ-
ment level of 1980 remains unchanged (see Ap-
pendix). Figure 1 also shows the results of this
exercise and gives a comparison of the effective
Gop with the potential Gop (or production capac-
ity). It will be seen from this that in 1989 the
potential per capita bP was some 17 percentage
points higher than the effective level.

It is clear from this result that the policies
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Figure 1

LATIN AMERICA: EVOLUTION OF GROSS DOMESTIC PRODUCT, POTENTIAL
GROSS DOMESTIC PRODUCT AND TREND GROSS DOMESTIC PRODUCT

{Per capita)

150

140

130

120

f1o

100

8o

. /\\ e T

S
/\n

L=

L

70

I i V | ]
1970 1ar2 1974 1976 1978

3 Per capita gross domestic product
domestic product

applied by the countries of the region in the
1980s did not manage to make full use of the
available production capacity. Indeed, figure 1
shows that the potential per capita product also
stagnated as from 1983, remaining far below the
expectations based on the trends of the 1970s,
shown by the upper line of the graph.

Why was there this staghation in the per ca-
pita potential product? One possibility is that in-
vestment (as a percentage of ¢cpp) went down be-
cause of the decline in per capita cop. Indeed,
the most generally accepted consumption func-
tions assume that in the face of a transitory drop
in income, consumers reduce their saving rather
than their consumption. It would therefore be
reasonable, given the lack of external financing,
to expect a decline in saving and a consequent
drop in investment, in the best traditions of clas-
sical and neoclassical analysis.

O Potential per capita gross

i i T T T
1980 1982 1984 1286 1988 989

* Trend per capita gross
domestic product
There is also another possibility: that invest-
ment went down in line with the disappearance
of opportunities for profitably expanding pro-
duction capacity. The drop in the product leads
to a deterioration in investment opportunities
because it reduces the marginal productivity of
capital: that is to say, for a given interest rate the
desirable stock of capital goes down and there is
consequently a reduction in net investment, As,
however, the interest rate went up, achieving a
balance in the demand for investments called for
a further drop in net investment in order to
equalize the real rate of interest and the net yield
on investments. Figure 2 shows the relation be-
tween saving and investment and the gross do-
mestic product, from 1980 to 1989, It can clearly
be seen that saving continued to increase during
the 1980s as a percentage of the gross domestic
product (at given terms of trade), and that in
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Figure 2
LATIN AMERICA: SAVING AND INVESTMENT
{Percentages of the gross domestic product)
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1988 it stood at the highest proportion of the
whole period: over 25%. In other words, in 1988
the countries of the region as a whole reduced
their consumption more than at any other time
during the period under consideration. How-

ever, investment had fallen to a very low level of

less than 16% of ¢pr in 1983, and its recovery
was only modest, so that by the end of the period
it had only reached a level of around 17% per
year. In this respect, it may be recalled that pre-
viously, in order to attain a steady pr growth
rate of around 5% per year, it was necessary to
invest around 24% of the product annually.

The surplus of saving over investment dur-
ing the 1980s is shown in table 1. It can be seen
from this that net payments of interest and prof-
its abroad and the effects of the deterioration in
the terms of trade, less external saving, come to
an amount substantially equal to that surplus: in
1988, each of these two factors accounted for
around 50% of the difference between saving
and investment.

T T T
1984 1985 1986

IQ'BT re8e

The magnitude of the etfect of the deterio-
ration in the terms of trade comes as something
of a surprise, since most analysts attribute the
whole of the decline in per capita Gpr to the debt
crisis, domestic policies or a combination of the
two (Corbo and de Melo, 1987). If we look at the
evolution of the terms of trade, however, most
of the doubts are dispelled. Figure 3 shows the
terms of trade for the non-oil-exporting Latin
American countries between 1930 and 1989. It
shows a slight negative tendency for the period
as a whole but also reveals that in the 1980s the
terms of trade dropped to levels as low as or even
lower than those registered during the great cri-
sis of the 1930s. If the oil-exporting countries
are included (see figure 4), the results improve
a little but the general conclusion remains the
same. Although the loss due to the deterioration
in the terms of trade cannot be allocated exclu-
sively to consumption and saving, there can be
no doubt that an improvement in these terms
would increase the resources available for saving
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Table 1
LATIN AMERICA: ORIGIN, COMPOSITION AND FINANCING OF
GROSS DOMESTIC INVESTMENT, 1980-1989
{As @ percentage of the gross domestic product)

1980 1981 1982 1983 1984 1985 1986 1987 1988  1989"
Gross domestic investment 24,0 23.6 20.3 15.6 15.7 16.4 16.4 17.0 17.0 163
Gross domestic saving 22.6 22.6 22,8 22.8 23.5 24.3 23.5 24.5 252 248
Net factor service income -2.7 -3.9 -b.5 -5.3 -5.5 -5.1 -4.6 4.1 42 .43
Terms-of-trade effect* 0.1 .7 -2.7 -3.0 -2.4 -3.1 -4.6 -4.8 53 49
Gross national saving 19.9 18.1 14.7 14.6 15.6 16.1 14,2 15.6 15.7 156
External saving 4.1 5.5 56 1.0 0.1 0.4 2.2 1.4 1.2 0.7

Source: rcLAC, on the basis of official data.
d
b Preliminary figures.

¢ Includes unrequited private transfer payments.

without adversely affecting consumption to any
significant degree.

It is not clear whether this behaviour in the
terms of trade is a change in a long-term trend
which had previously not displayed major vari-
ations, in which case there would be ample jus-
tification for a suggestion that there should be a
change in strategies of production, or whether
it is simply another transitory period of
“leanfleshed kine”. Whatever the answer to this
question, figures 3 and 4 also show that both the
positive and negative movements in the terms of
trade tend to be grouped in long cycles. This
fact, in itself, points to the need to change the
structure of production so that the economies of
the region are less vulnerable to such movements.

1 the recent evolution of the terms of trade
of the Asian economies and those of Latin Amer-
ica are compared, then it is seen that the devel-
opments have clearly been unfavourable for the
latter. This evolution is closely related with the
structure of exports, since it adversely affects ex-
porters of primary commodities and favours ex-
porters of manufactures (table 2). Thus, while in
1988 the developing countries which export
manufactures registered a terms-of-trade index
of 103 (1980=100), for those which exported

At market prices, in constant 1980 dollars at the adjusted exchange rate.

primary commodities the index was only 83 (1mr,
1988).

In this respect, it may be concluded that the
production capacity (in the terms in which it is
defined here) stagnated from 1983 onwards be-
cause of two basic external factors: the debt crisis
and the deterioration in the terms of trade. These
factors may also be interrelated: the simulta-
neous etforts of a number of countries to export
similar products in view of the debt crisis may
have had some influence on the decline in export
prices, which has taken place even though the
world economy has registered the longest period
of growth in its recent history. I already made
this comment some six years or so ago, at a con-
ference on the occasion of the fiftieth anniversary
of the Central Bank of El Salvador. Empirical
research supports thisassertion (Schmidt-Hebbel
and Montt, 1989). This means that if several
countries simultaneously carry out structural re-
forms aimed at expanding their exports, this may
actually turn out to be counterproductive, as it
will have adverse effects on export prices. Part
of the deterioration in the terms of trade may
be due precisely to such structural reforms and
may therefore represent one of their costs.
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Table 2
ASIA'AND LATIN AMERICA: COMPARATIVE EVOLUTION OF TERMS OF TRADE
(1980 =100)
Structure of exports in 1987
(Percentages of the total)
Primary Machinery  Other
1985 1987  commodities and manu-
transport factures
equipment
Korea 106 105 7 33 59
Philippines 92 98 38 16 56
Malaysia 86 72 61 27 12
Taiwan 104 103 7 30 63
Argentina 90 81 69 6 25
Brazil 89 97 L) 17 28
Bolivia 84 51 98 - 2
Colombia 98 70
Chile 79 77 91 3 6
Ecuador 94 61 96 1 3
Guatemala 87 80 65 3 32
Hondutas 93 83 88 - 12
Mexico 98 73 53 28 19
Peru 81 69 82 3 16
Venezuela 93 h4 92 2 6

Source: World Bank, World Development Report, 1989, Washington, D.C., tables 14-16,

11

The decline in the rate of utilization of existing
production capacity

In addition to the stagnation of potential pro-
duction already referred to, it is necessary 10 take
account of the difference which exists between
potential production (the production capacity)
and effective production (see figure 1). This dif-
ference may be due partly to the same factors
responsible for the gap between the figures for
saving and investment. When interest payments
abroad cannot be financed with resources drawn
from the private sector, governments are obliged
toadopt inflationary policies which have negative
effects on investment and, in the long run, on
the level of activity. On the other hand, even if
governments succeed in obtaining non-inflation-
ary financing by increasing the domestic debt
with the private sector, this causes a rise in inter-
est rates and thus reduces domestic investment
(an effect already taken into account earlier),

which also has the effect of reducing the rate of
utilization of existing capacity.

I have no doubt, however, that the difference
between potential and effective production is also
influenced by other policies applied with exces-
sive haste. Among these are: i) rapid reductions
in import tariffs without appropriate corre-
sponding management of the exchange rate; i)
rapid deregulation of the financial system with-
out adequate supervision and in a context of pol-
icies of “crowding out”, which causes interest
rates to rise to incredibly high levels in real terms
as well as leading to deterioration of the portfo-
lios of the financial system; and iii) reductions in
the size of the public sector which cause unem-
ployment precisely at moments of depression for
the economy as a whole.

Please do not misunderstand my arguments.
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All the foregoing policies are necessary and ap-
propriate in certain circumstances. However, it
is necessary to take into account both the general
economic context in which they are to be applied
and the already mentioned fact that there are
serious doubts regarding the sequence in which
they should be applied.

An aspect which has not been given so much
attention is the time needed for these and other
policies o give results. The Chilean experience
seems to indicate that quite long periods are
needed for policies to achieve their objectives,
Thus, for example, the diversification of Chilean
agricultural exports really began in the mid-
1960s, when a programme of expansion of fruit
production was initiated and the agrarian reform

process was launched, creating a real market for
agricultural land. The starting-point for the
growth of forest industry exports, for its part,
must be sought in the early 1960s, when an am-
bitious programme of subsidies for the planting
of new afforested areas was established, leading
to a rapid increase in the planting of pine trees.
Tariff reductions, too, began in Chile in the sec-
ond half of the 1960s: they were interrupted at
the beginning of the 1970s but were resumed in
the mid-1970s and reached the target levels
fixed, after a temporary setback in the early
1980s. All this gives us a lesson: structural re-
forms take some time to give results and, without
adequate financing, they may involve high costs
in the short term.

I11

The cost of recovering past growth rates
in the 1990s

Some idea of the problems currently faced by
the countries of Latin America can be gained
from the fact that the difference between current
saving and the investment needed to raise the
gross domestic product by 5% per year amounts
to some 7% or 8% of the latter, which, at the
present levels of the product in the region, rep-
resents between US$ 75 and US$ 85 billion per
year, assuming that the productivity of the econ-
omy remains unchanged.

Obviously, resources of this magnitude can-
not come from a single source. It would be quite
unrealistic to expect major increases in saving,
and considerable amounts of new loans cannot
he expected either. Consequently, it is necessary
to adopt policies which attack the problem on
several fronts at once.

The following examples may be useful for
illustrating the kind of policies that the Latin
American countries need in order to resume the

pace of growth that they had in the 1970s: a) if
the debt problem could be solved to the point of

eliminating the outward transfer of resources
from the region to the developed world (for ex-

ample, through debt reduction or reduction of

interest rates to around half their present levels),

this would make available for investment be-
tween US$H 25 and US$ 28 billion, which would,
however, solve only one third of the total prob-
lem, and b) if the terms of trade returned to their
1980 level this would add a further US$ 25 billion
to the investment funds, covering another third
of the overall problem. Such a solution will not
emerge by magic, however: it will call for the
opening up of foreign markets, rapid growth of
the world economy, and suitable domestic poli-
cies for taking advantage for the opportunities
created in the external sphere,

Thus, we see that even if it were possible to
achieve both these advances, with all the difficul-
ties involved in them, this would still only cover
two-thirds of the difference between current in-
vestment and the level which is effectively
needed. Generating the remaining third would
be essentially a domestic responsibility calling for
the application of policies to increase the effi-
ciency of the national economies and the deploy-
ment of fresh efforts to obtain some external
financing.

Likewise by way of example, an increase in
productivity which raised the growth of the gross
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domestic product by half a percentage point over
the growth rates registered in the 1970s would
reduce the investment needed in order to obtain
growth of 5% per year by around US$ 15 billion.
Among the policies which can raise productivity
arc privatization, appropriate price policies, the
elimination of economically unjustified subsidies,
stimulation of technical innovation, etc.

If the above-mentioned policies on debt,
trade and productivity fulfilled their objectives,
this would provide some US$ 65 to US$ 70 billion
for investment. The remaining amount needed
(US$ 10 to US$ 15 billion) could be obtained
from private and international organizations in
the form of fresh indebtedness, since it only rep-
resents between 2.5% and 3% of the present debt
and between 5% and 7% of the debt balance after
its reduction. Naturally, the positive effects of
the interaction between these three approaches

could, in themselves, greatly help in the solution
of the problem.

Even if the financing needed for increasing
investment were available, however, that would
not necessarily mean that it would automatically
be assigned for that particular purpose. It would
still be necessary to apply policies to discourage
private and public consumption, in order at least
to maintain the present saving effort. This topic
will not be pursued in the present paper.

The policies referred to above with regard
to trade and productivity involve changing pro-
duction patterns in the region. This issue was
dealtwith in detail in a recent kcLAC study entitled
Changing production patterns with social equity
(ECLAC, 1990), which was presented at the twenty-
third session of the Economic Commission for
Latin America and the Caribbean held in Caracas
in May 1990.

IV

Equity and competitiveness

In the foregoing arguments, I have taken no
account of considerations of equity, although ev-
erything indicates that the lower-income groups
of the population have borne the brunt of the
reduction of consumption. Household surveys
indicate that there has been an increase in both
the absolute and relative number of families liv-
ing below the poverty line in Latin America. In
1980, the number of people living below that line
was 136 million, while in 1986 it was over 170
million, and as a percentage of the population
the figures rose from 41% to 43% between those
years (ECLAC/UNDP, 1990). There was a pro-
nounced increase in unemployment during this
period, while the ratio between the real minimum
wage and the per capita gross domestic product
deteriorated still further, providing yet another
indication of the unequal distribution of the bur-
den.

It has not been possible in this case, either,
to find an easy way of distinguishing which effects
on equity and on social costs are due to the struc-
tural reforms, and which should be attributed to
other events. It would seem, however, that the
variations in the exchange rate and interest rates

which take place in an adverse external environ-
ment tend to lead to levels of real wages and
employment lower than those compatible with a
democratic system of solving conflicts. The life
expectancy of the kind of competitiveness ac-
quired through the reduction of real wages will
necessarily be only short in a democratic system.
Moreover, it will rapidly deteriorate in any case,
due to changes in consumer preferences, in the
growth rate of the world economy, or in tech-
nology, and still worse, it will encounter rapid
reprisals in the main markets, as recent Latin
American experiences seem to show.

Long-term competitiveness in external trade
is 2 systemic matter which does not only involve
exchange rate policies and actions by particular
firms, but also the functioning of a whole system
of reciprocal relations within the economy: high-
way systems, ports, price and tax systems, domes-
tic and external security, the financial system, the
absorption of technology, education, and even
the legal system and its capacity to settle disputes.
It involves the degree of integration both of the
different sectors of the economy and of countries
and regions.
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In conclusion, I would simply like to say that
structural reforms aimed at increasing competi-
tiveness within the world economy involve
much more than tariff reductions, deregula-
tion, price corrections and reduction of the size
of the public sector. 1 would also like to stress
that such reforms cannot be expected to give
positive results within a short space of time,
These aspects are important when considering

the cost of the reforms, The same is true of fi-
nancing, since the reassignment of resources is
financially onerous and involves lengthy periods
of waiting for results and reducing consumption,
depending on the terms and availability of fi-
nancing. All this deserves the most serious con-
sideration, which in my opinion it has not yet
received in either bilateral or multilateral finan-
cial forums.
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Appendix

PROCEDURE FOR CALCULATING THE GROSS DOMESTIC PRODUCT,
THE POTENTIAL GROSS DOMESTIC PRODUCT AND THE
(PER CAPITA) TREND GROSS DOMESTIC PRODUCT

The effective gross domestic product (GBP) is that which is obtained from the national accounts.

The potential gross domestic product (PGDP) is that which would have been registered from 1980 onwards
with the net level of investment generated in that period but at the employment level of 1980 and the mean
productivity of the period 1970-1980.

The trend gross domestic product (TGDP) is that which would have been registered from 1980 onwards if
the levels of net investment and productivity of the 1975-1980 period and the level of employment of 1980 had
been maintained.

Before the series for the pGDP and the TGDP could be generated, it was necessary to calculate the marginal
product/capital ratio (MPCR), that is (o say, the variation of the product per unit of variation in net fixed capital
formation. This latter concept excludes investment in stocks.

Net domestic fixed capital formation (NDF) is obtained by deducting from gross domestic fixed capital
formation (GDF) the rate of depreciation, which is assumed to be equal to 10% of Gpr. Thus:

ND¥ = GDF - 0.1*GDr,

In order to obtain the marginal product/capital ratio (MPCR), a special iterative method using the following
assumptions was employed: ‘

i) the Latin American economies operated at the same level of employment in the years 1970 and 1980, and
ii) that ratio was constant for the period under review.

The method consists in obtaining a marginal capital/product ratio such that, starting from GDP = PGP for
the year 1970 and considering the effective rate of net domestic fixed capital formation (NDY) for the 1970s, it
gives a PGDP for the year 1980 which is equal to the effective GDP for the same year.

After the corresponding calculations have been made, the pGDP for the period 1981 onwards is projected.
This is obtained by using the following formula:

PGDP, =PGDP (1 + MPCR * k)
where: k = (NDFIP(}DP)t_ 1
The next step is the projection of the TGDP for the period 1981 onwards, using the following formula:
TGDP, = TGDP, (1 + MPCR * kT)

where: kT = (1/6)[(NDF/GDP) g7+ ...+ (NDF/GDP), g1

That is to say, kT is the average of the net investment rate for the period 1975 through 1980,

The per capita calculations were made on the basis of population figures for each year supplied by the

Latin American Demographic Centre (CELADE). The figures for the product and investment were supplied by
ECLAC.



22

CEPAL REVIEW No. 43 / April 199]

Bibliography

Blejer, Mario and Mohsin Khan (1984): Government policy
and private investment in developing countries, Staff
Papers, vol. 31, No. 2, Washington, D.C., International
Monetary Fund (IMF), June.

Blejer, Mario and Silvia Sagari {1988): Sequencing the liber-
alization of financial markets, Finance and Development,
vol. 25, No. 1, Washington, D.C., International Mone-
tary Fund (1mr), March.

Corbo, Vittorio and Jaime de Melo (1987): Lessons from the
Southern Cone policy reforms, Research Observer, vol. 2,
No. 2, Washington, D.C., The World Bank, July.

ECLAC (Economic Commission for Latin America and the
Caribbean) (1990a): Changing production patierns with so-
cial equity, LC/G.1601-p, Santiago, Chile, March. United
Nations publication, Sales No.: £.90.41.G.6.

{1990b): Preliminary overview of the Latin American
and Caribbean economy, 1990, LC/G. 16486, Santiago, Chile,
19 December.

ECLAG/UNDP (1990): Magnitud de la pobreza en América
Latina en los afios ochenta (L/1..533), Santiago, Chile,
May.

Edwards): Sebastian (1987): Sequencing economic liberaliza-
tion in developing countries, Finance and Development,
vol. 24, No.1, Washington, D.C., International Mone-
tary Fund (1mr), March.

(1988): La crisis de la deuda externa y las politicas
de ajuste estructural en América Latina, Coleccidn Es-
tudios CIEPLAN, No. 23, Santiago, Chile, March,

Feinberg, Richard (1986): An open letter to the World Bank’s
new President, Between Two Worlds: the World Bank’s Next
Decads, Richard Feinberg (ed.), U.S. Third World Policy
Perspectives, No. 7, Washington, D.C., Overseas Devel-
opment Council (0pe).

Frenkel, Jacob (1982): The order of economic liberalization:
discussion, Economic Policy in a World of Change, K. Brun-
ner and A.H. Meltzer (eds.), New York, North Holland.

Helleiner, Gerald (1986): Policy-based program lending: a
look at the Bank's new role, Between Twe Worlds: the
World Bank's Next Decade, Richard Feinberg (ed.), U.5.
Third World Policy Perspectives, No. 7, Washington, D.C,,
Overseas Development Council {onc),

iMF (International Monetary Fund) (1988): World Economic
Outlook, Washington, D.C,, April.

Khan, Mohsin and Malcolm Knight (1985): Fund-supported
adjustment programs and economic growth, Occasienal
Papers, No. 41, Washington, D.C., International Mone-
tary Fund (imr), November.

Lal, Deepak (1987): The political economy of economic lib-
eralization, The World Bank Economic Review, vol. 1, No.
2, Washington, D.C., The World Bank.

Massad, Carlos and Nicolds Eyzaguirre (eds.) (1990): Ahorro
y formaciin de capital. Experiencias latinoamericanas, Bue-
nos Aires, Grupo Editor Latinoamericano.

Massad, Carlos and Gunther Held (eds.) (1990): Sistema
financiero y asignacién de recursos. Experiencias
latinoamericanas y del Caribe, Buenos Aires, Grupo Editor
Latinoamericano.

McKinnon, Ronald (1982): The order of economic liberal-
ization: lessons from Chile and Argentina, Economic Pol-
icy in o World of Change, K. Brunner and A.H. Melwzer
(eds.), New York, North Holland.

Ram, Rati (1986): Government size and economic growth: a
new framework and some evidence from cross-section
and time-series data, American Economic Review, vol. 76,
No. 1, Princeton, New Jersey, March.

Ramos, Joseph and Nicolas Eyzaguirre {1989): Restauraciin
y mantentmiento de los equilibrios macroecondmicos bdsicos,
Economic Commission for Latin America and the Car-
ibbean (EcLac), Santiago, Chile, November, mimeo. (To
be published in El Trimestre Econémico, Mexico City).

Schmidt-Hebbel, Klaus and Felipe Montt (1989): Impactos
externos, devaluaciones y precios de materias primas,
Nicolds Eyzaguirre and Mario Valdivia {eds.), Politicas
macroecondmicas y brecha externa: América Latina en los afios
ochenta (LC/G.1532-p), Economic Commission for Latin
America and the Caribbean (EcLAC), Santiago, Chile,
March., United Nations publication, Sales No.:
5.89.1.G.10.

World Bank (1985): Structural adjustment lending: an eval-
uation of program design, World Bank Staft Working
Papers, No. 735, Washington, D.C.

Zahler, Roberto (1980): “Monetary and real repercussions
of financial opening-up to the exterior. The case of
Chile 1975-1978", cepar Review, No. 10 (ECEPAL
G.1110), Economic Commission for Latin America and
the Caribbean (Ec1.Ac), Santiago, Chile, April. United
Nations publication, Sales No.: E.80.11.6.2,



