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THE STRUCTURAL BACKGROUND OF DEVELOPMENT PROBLEMS IN LATIN AMERICA

#*
By Osvaldo Sunkel

I, Some preliminary remarks
"The ideas of economists and political philosophers, both when they
are right and when they are wrong, are more powerful than is commonly .
understood. Indeed, the world is ruled by little else. Practicel men,
who believe themselves to be quite exempt from any intellectuel influence,

are usually the slaves of some defunct economist", The ccncluding remarks

of Keynes!'s General Theory find frequent confirmation in the cpinions

about Latin America voiced by ' husinessnen, government officials, financial
authorities, journaslists and other "practical men", both native and foreign,
Even some social scientists will sttribute our problems in the final anslyses
to questions related to race, religion, the tropical climate, the Latin
heritage, estatism, lack of vigorous free enterprise, imperialist exploit~
ation and the like, If they happen to be economists, those deep-reccted
convictions will be camouflaged behind a screen of econcuiz [rigon: low
investments and savings, inefficient allocation of resources, artificial
interference with the free operation of the market and price mechaniams,
financisl instability, unsound economic policies, etc.. But these are
question-begging "explanations", which will again lead to some "simple
fundamental reason" extracted from the intellectual heritage of Adem Smith,
J. S. Mill, Melthus, Marshall, Compte, Marx, “eber, Spenglecr, Lenin, Freud
and many others, snd applied dogmatically rather then as metiods of analyses
and interpretation,

This cannot be a sound basis for explaining the develorment problems
of Latin America and for prescribing the medicine., Underdeve¢lopment and
development are historical processes, Development problems and policies

# The ideas and opinions expressed in this paper are personal and should
not be ascribed in any way to the institutions with which the author is
connected, The author is indebted to Pedro Paz and Octavio Rodriguez
for helpful suggestions, and to Patricio Orellana and Julieta Kirkwood
for help in preparing the statisticsl material,
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cannot be understood unless they are analysed in the full context of their
historical setting., This means that they have roots that go back to events
that took place in the recent past and a2lso many decades back, but the
consequences of which are still being felt, It slso means that it is
rather useless to approach questions of development policy with highly
simplified, formalistic and mechsnical economic models, History and policy-
making cannot be forced into a preconcelved strait-jackst,

In this paper I cannot even attempt to give the full story of the
process by which Latin America - and each individual country in the region -
became underdeveloped, and of the problems being faced now when trying to
overcome that situation., Fortunately, there is a growing literature on
the subject, which is for the first time looking systematically at Latin
America from the angle of its own process of historical change.

There exists among Latin American economists and intellectuals a
growing impatience with the attempt to use foreign models to interpret the
regions! situations. And this extends to other areas of the sociel sciences
as well. The editor of the papers presented at a recent «ci.ferenze on Latin
America synthesizes this feeling as follows: "the discussicris among Latin
American scholars, who came from different countries, worked in different
disciplines, and started from different premises, showed a most remarkable
coincidence of views .... These views may very well mark the end of the
sincerely held belief that the changes which pre:zded and followed the
Industrial Revolution in Furope would automatically accompsry the industrial-
ization of Latin America .... The concensus of opinion seems to be that
the "classical" Marxist or liberal models of development based on the
experience of the more advanced countries of Europe are not applicable to
Latin American ccuditions, The principel task in Latin America at present
seems to be the construction of a theoretical model based on the experience
of the last decades which can be used effectively to understand, interpret
and direct the processes of socisl and economic change" (1),

This paper does not pretend to give a full account of such views.

It is simed at the more restricted purpose of suggesting some of the under-
lying factors of present dsy problems and policies, in the hope of
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stimulating interest in the kind of =nslyses and interpretations that are
currently being favored by a substantisl group of Latin American economists
and socisl scientists *. The emphasis will not be on elaborate and
sophisticated proof of the hypothesis that will be advanced, but rather on
the description of the interdependency between the problems faced today and
the peculiar institutional and structural characteristics inherited from
previous periods,

II. The Basic Problems

Since problems can only be defined in terms of objectives, it will

be necessary to begin by stating the aims of development policy in Latin
America, Though the situation may vary from country to country, and from
period to period, it is safe to assume that the long term objectives of
development policy everywhere are the following: to maximize the rate of
growth of the economy; to improve the distribution of income; to increase
employment opportunities; and to achieve and maintain a reasoneble degree
cf financiasl stability. Let us examine briefly the performance of Latin
American countries as measured by these yardsticks,

The Rzte of Growth

The data shown in Table 1 largely gives the story awsy. The economy

of Latin America expanded at an increasing rate until the early fifties,
benefitting from the expansionary trends of the world economy diue to the
recovery frcem the World Depresgion, the Second Vorld !"ar and the post~war
boom, In the decade between 1945 and 1955, rsther high rates of growth
were achieved, particularlylwhen the GDP figures are adjusted by the effect
of variations in the terms of trade. This trend has been sharply reversed
again in the last decade, when terms of trade have once more turned against
primary exporters in Latin America. The negative impact of this tendency
on per capita income has meanwhile been aggravated by a substantial

# An sppendix has been added to this paper in order to help the reader
familiarize himself with some of the Latin American sources and authors
which follow this general line of approach.
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acceleration of population growth. As the compsrison of the GDP series
with the terms of trade index suggests, the long-term tendencies in Latin
American economic deveiopment as well as the jump of GDP in 1964 are an
indication of the decisive influence of world markets for the primary
products exported by Latin America on the long and snort term conditions
of the economy of the region, This “ecomes particulerly striking when it
is appreciated that the rate of growth tegins to decline precisely when
the volume of exports starts expanding so rapidly that by 1964 it is 66
percent above the 1950/55 average (2), .

It may be argued that it is not justified to speak of the region as
a whole, As will be suggested later on, in spite of great differences
among the countries of Latin America, it is nevertheless legitimate to do
so at this level of generality, because of similarities in some important
structural characteristics. As some of these are to be found precisely
in the structure of foreign trade, it is not surprising that Table 2, which
presents data for most of the countries, rather confiims the general trend.
Large and small countries, producers of tropical or temperate agricultural
goods as well as mineral exporiers, fast growing and relatively stagnant
economies, higher and lower per capita income nations, countries of highly
homogeneous ethnic characteristics as well as countries with a large segment.
of Indian population, almost 8ll of them show a long-~term post-war tendency
to reduce the rate of development. Moreover, most have reached s peint
where the rate of increase in the average living standard of the.population -
as measured by GDP per capita - is at levels which offer little hope of
substantial improvements within a reasonable span of time, In the period.
1955-6L only three countries - Brazil, Peru and Venczuela -~ exceeded the
Latin American average rate of growth of GDP per capita. This was only
1.4 percent in that period, was reduced still further in 1962 and even
became negative in 1963,

On the other hand, with the exception of Brazil ( a third of the
population of Latin America!) all countries also show a remarkable increase
in GDP in 1964, This msy be the beginning of another period of rapid
expansion, but:.the boom may as well die off in the next year if world
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markets for primsry products come beck to "normelity". In some countries
like Argentina, Chile and Mexico the considerable increment in GDP in 1964
is mainly the conseguence of the resumption of expansionary policies after
some years of stabilization or restrictive policies, Therefore this cannot
be teken as an indication of the initiation of anotier peried of high long=-
term growth trends,

Incidentally, it is worth noting that while the rate of development
has been clearly associated to external conditions - something on which
modern conventional economic and developuent theory puts little emphasis -
the rate of capitsel formation, which is usually assumed to be the msin
determinant of growth, does not appear to be associated with growth rates
in any clear-cut fashion., The Argentina, for instance, which has a very
high and growing rate of capital formation, has become an almost stagnant
economy in recent years; Mexico has been increasing its investment rate,
but the growth rate has heen falling until the last two years; Brazil,
wnich shows a lower rate of investment than Argentina, Colombia and Central
America, hacs nevertheless had higher rates of growth than these ccuntries
(comnare Tables 2 and 3). This is not intended to deny the importance of
cepital formation to economic development; the period of observetion is
probably too short to draw any conclusion, But it does suggest that the
relationship is far more complex thsn what is normally assumsd in macro-
dynomic theory, which, it may be worth recalling, is behind every develop-
ment plan,

Summing up, it seems fair to conclude that: the rate of economic
develomient - as measured by GDP - has been falling during the last fifteen
years; wnat it has reached rether low levels in most countries; and, that
despite substantial industrialization and development efforts in most
nations, it apparently continues to depend heavily on foreign trade, and
particularly on terms of trade, both in the long end in the short term,

The Pistribution of Income

The characteristics of the distribution of income in Latin America
will be analysed later, in connection with the description of the historical
and structural factors which have had such a large influence in determining
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its shape. In this section the interest is rather on ths changes in the
distribution of income which have occurred over the last decades. As in
almost every part of the world, statistics on the distribution of income
are in Latin America slso rather scanty and of doub%ful reliability., It

is particularly difficult to find comparahle data for cifferent years.
Nevertheiess, some surveys have been mad=, and data on the share of wage
payment3 in National Income may also give some indication of the t.end,
though it is readily acknowledged that they do not constitute an appropriate
index,

Table 4 show= the available data, The only countries which have
experierced importsnt changes are Argentina and Brezil, In the case of
Argentina there has been a substantial decline in the share of wages from‘r
around 47 percent in the esrly fifties to 4O percent in 1959~61, Brazil
shows an important increase, but the figures are significant only for the
urban nopulation since agricultural wages are not included; rural popula-
tion in Brazil still amounts to over half of the populstion. The other
countries show a constant or slightly rising proportion. If Lienonena
like urbenization, monetization of labour remunerations and substituticn
of ,domestic for commercial services are taken into account, which tend to
increase the money wage share without a corresponding increase in resl
woges. those trends cannot be interpreted as an improvement of income
distributicn. They may even be too moderate as evzn to compensate for
these structural changes,

If the problem of surplus lebour and insufficient employment
oppcrtunities for the unskilled worker - which is mentioned in the next
paragraph - is taken into account, the presumption is that there may be
two diverging movements taking place within the wage earning pcpulation,
The better orgsnized, urben, éemiskilled and skilled labour employed in
the modern sectors of the economy -~ which are included under item
"compensation of employeés" - are probably increasing their wage rate,

On the other hand, rural smell hoiders, small family businesses, petty
trade and services, handicrafts and other low income and redundant

activities, as well as urban unskilled and unorganized labour and other
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temporarily employed labour - which come largely under item ™income from
unincorporated emterprises" - may continue at a near subsistence level -
or have increased their income only very slowly. In fact, the increase -
of the share of wages in nationel income was obtained largely at the
expense of the latter category in ali countries as shown in Table 4,
except Argentina,

This hypothesis 1s partly confirmed by data shown in Table 5, which
summarizes the few available statistics on income distribution by size.
Both, Argentina and Mexico, particularly the latter, show a decline in the
proportion of income earned by the poorer 60 percent of the population. In
Argentina it is the upper 10 percent that has gained, while in Mexico the
upper group also contributed to the large increase in the middle group.
In Chile income distribution improved between the early snd the mid 1950's,
but then seems to have deteriorated again due to a shift from the middle
to the upper group,'while the lower group'!s share remasined constarit,

ilhether the hypothesis corresponds to reality in most countries of
the region is difficult to say, but there are many indicetions in almost
every country which point to this kind of duslity in the trends of the
income distribution of workers.

A safe conclusion, in any case, is the lack of any significant sign
of a substantial improvement in income distribution during the decade of
1950, The picture might look differently if compsrisons could be made with
earlier periods,

Employment Opnortunities

One of the salient features of underdeveloped countries in Latin
America is the coexistence in all sectors of economic activity of highly
advanced and very primitive production methods, Heavy construction eguip-
ment is found side by side with picks and shovels; cost accounting, linear
programming, computers and PERT are used in the decision making processes-in
some enterprises and government departments while the rule of thumb still
prevails in others; highly intensive modern agriculture is seen along with
grazing on natural psstures; alrplanes and conveyors are used for transport
alongside the oxcart, automized textile plants coexist with artisan and
cottage textile production, Since the volume of employment per unit of
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output tends to be much lower at the modern than at the primitive level
of technology, and an ever greater share of economic activity tends to

be performed at the modern level, employment opportunities ~ particularly
for unskilled labour - tend to grow very slowly. This being especially
the case when modern activities do not constitute net additions to
productive capacity but replece to some extent output produced by the
highly labour intensive tr-ditional sctivities, Given this situation,
and a rapidly expanding labour force, the labour surplus may well be in
the process of being enlarged rather than absorbed.

There are scme indications that this is likely. One is the sheer
size of the increase of tutal and particularly urban labour force which
hss occurred since the 1920's, In 1925 Latin America had an active
population of about 32 million people, which increased to 68 million in
1960, This increase was associated with s profound structural shift:
rural labour force increased only from 20 to 32 millions while non-
agricultural employment increased from 12,5 to 36 million people, that
is, an increase of 23.5 million, Of this, only 5.3 million people were
absorbed into industrisl employment, which mesns that about 18 million
have had to be employed in other urban activities, The structure of
urban employment - where the great imcrease has taken place - shows signs
of the impossibility of accommodating such large quantities of labour in
reasonably productive activities; the participation of industrial in total
urban employment has declined from about 35 percent in 1925 to only 27
percent in 1960, This figure, which refers to the region as a whole,
truly reflects the trend of all major individusl countries (3). The
consequence has been a large expansion of employment in the service sectors.
Table 6 shows the extent of this expansion and its effect upon productivity
in the labour surplus activities (4).

There are other indications of the insufficient creation of employ~
ment opportunities in most Latin American countries, The most notorious
is the growth and substantial size of the shanty towns, slums or margiral
urban areas characteristic of the large and medium sized cities of the
region,
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It is estimated, for example, in some studies, thst the population
of the favelas in Rio de Janeiro, which had amounted to some 400,000
inhabitants in 1947, numbered 650,000 ten years laster, and by 1961 had
reached 900,000, representing approximately 38 percent of the city!s
total population. All sources agree that favelas spread considerably
during the fifties in the Rio de Janeiro area., At the same tate, the
occupants of favelas in Recife accounted for sbout 50 percent of the
total population of the town., According to another source, the 159,000
inhabitants of the State of Guanabara living in 58 favelas in 1950 had
increased by 1960 to 337,000, occupying 147 favelas., Information from the
same source indicates that the proportion they represented of the total
population of the State rose from 7.1 percent to 10,2 percent in the period
in question,

In Colombia, the four cities most affected by the expension of tugu-
rios would seem to be Barranquilla, Buenaventura, Cali and Csrtagena, and
it is estimated that in Buenaventura 80 percent of the populstion lives in
such areas,

In Chile the proportion of the population living in ccioventillo rooms,
ranchos, rucas, huts and the like apparently increased from 10 percent in

1952 to 14 percent in 1960, according to the censuses taken in those years,

In Peru, the population of the barriadas of Lima, which in 1940 had
represented about 10 percent of that of the whole city, wculd seem to have
constituted 21 percent by 1961. In some of the other cities of Peru, the
corresponding proportion is even higher, reaching 70 percent - the peak
figure - in Chimbote, and 4O percent in Arequipa.

In Mexico, D.F., 14 percent of the population livad in colonias pro-
letarias in 1952; and in the case of Urugusy, on the besis of a nation-

wide housing sample, it is estimated that conventillos, cantigriles and

rancherios accounted for about 30,000 urban housing units, accommodating
approximately 100,000 inhabitants, at the beginning of 1963.

Lastly, the 1950 census classified 17.4 percent of the housing units
in Caracas as ranchos, improvised units, end so forth (5) (6).

Another indicator, not referred to unskilled labour, but to technical
and professional manpower, is the large "brain-drain" of educated Latin
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Americans, particularly from the less dynamic countries of the region,
precisely those nstions with relatively high standards of living and

of academic activity. According to some estimates, based largely on
Argentina's experience, about 8 percent of the annual number of graduates
in scientific careers emigrate (7) (8).

To sum up, the record of'develbpment policy in Latin Anerica with
respect to the crestion of employment opportunities, is very pouor indeed
and the long-term perspective is frightening (9)

An examination of the general qu69£ion of growth and employment in
Puerto Rico, which is a kind of leboratory test case becsuse redundant
labour can easily emigrate to the- United States, shows that employment
actuslly fell between 1950 and 1960 while the economy had been expanding
at one of the fastest rates in the world: fger capita income incressed
from US; 269 in 1940 to US$ 673 in 1961 (10) (ll),

This is the best known of Latin American economic uroblems. The
record shown by price indexes is not only very bad for ro:! countries,
but as indicated in Table 7, it has also become worse in some places in
recent years. As an answer to increasing inflation many Latin American
countries have tried during the last ten years a number of stabilization
efforts and programmes, but' none seems to have succeeded so far, A strong
controversy has been raging over the continent cn this issue between the
so-called "monetarists" and "structuralists", The monetarist position is
based on a diagnosis of demsnd inflation and policy hes been directed
mainly at eliminating the causes of monetsry expansion as well as freeing
the economic system of controls and other institutional obstacles to the
free operation of the market iiechanism, The failures of thes< policies
have bezn attributed to the fact that they have not been strong and
persistent enough., The structuralists have argued that the monetarist cure
would kill development, because instability is in fact nothing but one
aspect of the development problems of the region, In other words, the
structuralists would argue that the same factors which have led to a
decline of the rate of growth, to an aggravation of the problem of employ-
ment opportunities and which have prevented a significant improvement in
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income distribution, are also in association with so-called "propsgstion
mechanisms", the fundamental determinants of inflation and of the intractable
nature of this problem (12 through 19).

It is not the purpose of this paper to go into this question, but in
order to prevent easy conclusions it might be interesting to consider the -
following, which suggests that inflation and growth are not clearly
associated: Argentina, Uruguay and Chile are relatively stagnant economies
with strong inflation; Brazil, Colombia and to some extent Peru have been
highly dynamic economies with serious inflationary troubles; Mexico, Vene-
zuela and Ecuasdor are growing rapidly with very moderate price increases;
Cuba was once a showcase of monetary soundness but also of stagnation; the
smaller and less developed economies asre on the whole stable and at least
in the case of Central America quite dynamic (compare Tables 7 and 2).

Development Objectives and Problems

A superficial exsmination of the record of development policy in
Latin America is quite revesling., The rate of growth of GD? per capita
did achieve rather high levels for a short period in the eexly fifties,
but has been declining substantially ever since in almost all countries,
including those few, like Brazil, Mexico, Venezuela and Ecuador, which
have had very dynamic economies, Moreover, the overwhelming influence of
external factors on long-term trends and short-term fluctuations sheds
some doubt as to the true effectiveness of development policy, both when
growth accelerated in the early 1950's and also later when it declined
again, The distribution of income shows some signs of an improvement of
the highef middle class sectors (the middle 20 percent of the population),
at the expense of the lower income groups (60 percent of population) and
in some cases of the top 10 percent incomé earners., The policy of income
redistribution seems therefore to have had some queer consecuences, since
a8 large part of the improvement of the relatively well off has been at the
expense of that 60 percent of the population which only receives between
1/4 énd 1/3 of National Income. The question of employment opportunities
appears as one of the most formidable and intractable problems of our
economies, and in this case the situation sesms not only to be deteriorating

but at the same time no positive policy is being applied or even being
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considered., The monetsry troubles have been subjected to repeated
programmes of stabilization policy. In the cases where inflation is
most serious, these policies have failed systematicelly and have frequent-
1y contributed to further spurts of inflationary pressures as well as to
short-term recessions., Argentina, Chile, Brazil and some other countries
have been trying their own "stop-go" financial policy (20) {21) (40).
Before concluding that the record for fulfilment of the objectives
of develobment has been very‘poor in Latin America, it might be useful
to recall the record of thé.developed nations of today for the period
when they started their industrialization and development process, Except
in the csse of the ﬁempty" lands of the temperate zZone countries (United
States of America, Cansda, Australia, New Zealand), where externsl and
internal conditions for de#eloﬁment were éﬁtirely excéptional (22), it
might be useful to remember that the older developed countries grew by
spurts and lags, ran freouently 1nto financial crlses, produced great
labour surpluses and concentrated income and wealth for lonp periods,
Today's underdeveloped countries ‘are expected to’ grow much fsster, improve
income distribution simnltaneously, “offer ample employm°ht cpportunities
to a vastly faster gromang labour force, and all this under conditions of
strict financial stablllty. ‘It may be somewhat too much to ask of countries
which lack most of the conditions for an efficient functioning of the
economic system and for the formulation and application of sn efficacious

development policy!

3III. Some structural Characteristics of the Latin American Lconomy

The functioning of the economies of the region and the peculiarities
of their development processes, policies and problems ate difficult to
understand if no reference is zsde to some historicesl develowmaznts which
are responsible for some of the main structural and institutional charecter-
istics of these economies, _

It should, of course, be clearly recognized that each country of Latin
America has its own perticular characteristics and mix of problems dus to
differences in size, natural resource endowment, ethnic charecteristics,

location, and to the level of industrislization and development achieved.
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But in spite of these circumstances and of the different dynamic

impulse of the various economies as well as the differential levels of

economic development that can be found among the Latin American countries,
some of the basic economic and social characteristics and problems are to
a large extent alike, There is a difference in the degree of importence
of these similar problems in correspondence with the varying levels of
economic and social development, but there are also essentiel elements of
similarity. The roots of these common chgracteristics are tobe found‘
mainly in the common Sbanish and Portuguese colonial background, in the

characteristic wey in which the Letin American economies were incorporated

into the international economy of the late XIX and early XX century, and

in the process of industrialization and diversification of the economy that
was set in motion in some countries about three or four decades ago and is '
now present in practically all the region. The following refers mainly to
the heritage'of the two former periods, while section IV etteupits to inter-
pret the more recent process,

The Ownership of Land and Natural Resources

The originel factors explaining the high concentrztior. of land owner-
ship in a few hands are to be found far back in the history of the Spanish
and Portuguese colonial regimes of Latin America and in the systems of land
appropriation used by the conquistadores, During the nineteenth century,

an additional factor appeared in the form of putiic concessions of land
and natural resources for the organizetion of large plantaticns, cattle
farms and mining activities for export. Some of the large land holdings,
especially in Central Americs and the Caribbean ares,and most of the mining
activities became foreign property, These export sectors became highly
productive, shariig in the acCvenced technology of the international economy
of which they were an outpost and in which they became fully integrated.
The traditional sctivities of the national economy were hardly affected
and only activities related directly or indirectly to foreign trade were
reorgenized and influenced by it. As a consequence of these historical
factors a very high concentration of the ownership of land is still now

one of the general characteristics of all Latin American countries, except
those like Mexico, Cuba and Bolivia, which have experienced revolutionary
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changes in land tenure (see Table 9) (23) (24) (25).
Dependence on Foreign Trade and Instability

One of the best-known chsracteristics of the Latin American economies
is their hesvy dependence on only a few exports of primary products, Most
of the countries derive a very large proportion of their foreign exchange '
recelpts from the export of only one or two commodities, but there are
countries like Argentina, Mexico and Peru where the range of exports is
considerably greater, slthough alweys in the field of primery production
(see Table 10)*. World markets for primary broducts, as is well known,
are highly unstable and therefore the exchange earnings forthcoming from
their exports also fluctuate widely (see Table 11), The impsct on the
Latin American economies probably tends to be greater in those countries
that depend on a limited number of ekport commodities (though some of them,
like bananas and petroleum, have relatively stable markets due to the
organizational characteristics of their production and merketing), in
countries vhere government revenues proceed largely from export taxes,
import duties, and or exchsnge differentials, and in econuries where invest-
ment depends on the impprtati&h of capitel goods, currext-meanufacturing
production depends on the importation of fuel, raw materials snd inter-
mediate goods, and popular consumption is highly dependent on the import~-
ation of basic foodstuffs. As will be seen later, the essentisl element
in this problem of wvulnersbility to foreign trade fluctustions is not the
relative size of the foreign sector = which is much larger in most industrial-
ized countries of ‘estern Turope then in the Letin American econamies - but
the structure of both exporté and imports (26).

The Shortage znd Orientation of Social Overhead Capitzl.

The speciziization of the Letin American economies srcund their
export activities znd the dymamic éxpansion of the corresponding world
markets during the late XIX century until 1929 did allow a2 substantial

# The development of tourism in the post-war years has besn a new and
relatively stable source of foreign exchange for Mexico,.
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increase in the s tandasrds of living of the exporters and the urban populations
of these countries, their increasing and diversifying needs being satisfied
largely through growing imports. As world markets broke down or becsme
stagnant during and after the World Crisis, and wars prevented the normal
flow of imports, Latin American countries started to diversify the structure
of production. At this point; the lack of integration of the nationsl
economy became clearly apparent, as hardly any condition for the establish-
ment of new factories and other economic activities had been created previous—
ly. Such means of transpoftation and communication as did exist were mainly
meant to sustain the flow of foreign trade, and the expansion of the supply
of energy was geared to the growth of urban consumption and production for
export, The "centrifugal" character of the Latin American economy will be
readily apéreciated by a glance at maps of concentration of population
density, location of larger cities, trensportstion and communication net-
works, geographicasl concentration of industrisl activity, etc.. Therefore,
the development'of manufacturiﬁg, agricultural and mining production for
the domestic market and the growth of internal trade broughv azbout the need
for lsrge investments in roads, irrigation and drainage sysiems and public
works in general, in the meeans of communication and transportation and in
the supply of energy. In spite of the heavy investments in this type of
social overhead capital that has taken place in most countries of the region
during the last decades, there are still very lerge needs left unsatisfied,
as can be seen by comparison with more developed economies in Table 12,
The finencial system was aiso largely organized to serve the needs of
foreign trade, and a local capitasl market either did not exist or wes of
negligible importance,

The Skills =nd General Education of the People

The fractured nature of the specialized export economies of Latin
America has left a large segment of the population outside the modern and
dynamic parts of the ecdnomy, largely in self-sufficient or very primitive
commercial agriculture, This is one of the msin reasons thst account for
the fact that primary education has been limited to around half the children
aged 5 to 14 years in Latin America as a whole, Secondary education is even
more deficient, specially vocational and technicel training, since

-
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ppportunities for this type of employment and the need for skilled manpower
apneared only wﬁen the structure of prbduction of the various economies of
Latin America étarted its.process of change., The situation in this respect
varies wi§gly from country to couniny, but whiie the degree of ecoﬂomic
developﬁeht is clearly a decisive factor in the educational situation, the
educationsl policies of the different countries have also greatly affected
the picture (see Table 13),
The Distribution of Income

The distribution of income in Latin American countries, be it hy
factor sheres, by income ranges or even by aress within each country, is
extremely unequal, On the basis of the studies made for some countries
ECLA prepsred an estimste of the probable distribution for phe region as
@ whole, The resultsare preseﬁﬁed in Table 14, Table 15 contrasts the
former estimates with estimétés for developed countries. According to the
study quoted, "the differences would be essentially the following:

(2a) In the Latin American countries there is a greater concentration
of income in a2 smell percentage of the population, which is the social
sector thst has the highest levels of income, Whereas in Letin Americs a
third of all income is concentrated in the hands of 5 percent of the
population, in the industrislized countries of western Europe and in the
Uﬁited States the socisl sectors in the top income bracketz, representing
the same proportion of the total population, receive a much lower pr&portion
of all income (22 and 20 percent, respectively),

(b) In Latin America the social éectors in the lowest brackets,
representing half the population, receive only 16 percent of all income,

In the Buropean countries and in the United Staﬁes, on the other hand, the

sectors at the ssme level, representing a similar proportion of the popula-
tion, receive a decidedly higher share of total income (22 and 23 percent,

respectively).

{c) Comparison of the levels in the highest brackets with the average
also reveals substantisl differences. In Latin America the index in question
is six snd a half times the average for the community as a whole, whereas in
industrial western Europe and the United Stetes it is L.L and A times the
average, respectively.

/(&) Comparison
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(d) Comparison of the lowest income brackets with the average for
the region gives an index of 32 percent in Latin America, 44 percent in
the Buropean countries and slightly more (46 percent)in the United States,

{e) The neture of this income distribution is even clearer if we
note the differences between the avérage incomes at the two extremes: in
Latin America the high average is twenty times the low average, whereas
in the economically developed countries of Zurope this difference is only
half as great, and in the United States it is even less",

The ECLA study also shows the extreme inequalities in functionsl
and regional distribution and in the material and culturel levels of
1iviﬁg (L)s The grest disparities in income are easily expi.ained if the
following factors are taken into consideration: the ownership of land and
mineral resources is highly concentrated; the export sector has a much
higher level of productivity, wages and profits than the domestic sector;
the industrialization process has added another aggrevating factor, because
relatively small and highly protected markets have tended to favor a mono-
polistic industrial structure thet has facilitated the cauaeatration of
industrial wealth and income; the plentiful supply of uuskilied labour has
kept its wage rate at low levels; there are large sectors of rural popula-
tion living under conditions of subsistence agriculture since the concentration
of land ownership entails at the opposite end ths existence of minifundia
which permit only very low living conditions; the scarcity of professionals
and skilled workers tends to favor high incomes in smell groups of well-
organized people; the tax system does not work in the direction of reducing
the differences in income and wealth: inheritance taxes - the main instrument
of distribution of wealth - are virtually non-existent or do not operate,
while the principal instrumert of income redistribution - the progressive
income tax - has an extremely low incidence and very secondary importance
in the fiscal system,

General Social Conditions

As in the previous sections, it must again be made very clear that
levels of nutrition, health, housing and other social conditions vary
enormously from country to country, and that non—-economic factors like
climste and main crops are very important. In the case of nutrition, the
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type of production in which a country has specialized is of paramount
importance, so that Argentins and Uruguay cannot be compared in this
respect with other countries.u But conditions are in many aspects also-
dependent on the level of economic development of the countries, Argen—
tina, Chile and Uruguay, for instance, where income per capita was already
relatively high in the late 1920's and where the proporticr. of agricultural
population is now less than one thifdt present higher absolute levels and
standards than countries which are still at less advanced stages of develop~
ment, Nevertheless, the largely simllar 1nst1tutional and structursl
economic background. of the Latin Amerlcan countries which’ explain the ‘common
characteristics of inequality of wealth and income distribution within each
country, are also very important for understandlng the extreme inequalities
of social conditions that can be. found w1th1n each of the countries of. the
region, Given. the generally low levels of 1ncome Qer caplta, a highly
unequal distribution of income means. that in ‘each counuﬂy a {ew are far
above this average, while the large majority of the people - largcly
consisting of subsistence farimers or the urban underempko"ed -~ is ‘consider-
ably below the already low average levels shown in Table 1<. It will
easily be seen that in these circumstances the standards of ‘nutrition,
health end housing and other social iﬁdieators must necsssarily be very
defficient for that large low-income majority. For instance: "The level
of calories available to broad sectors of the population of Laetin America
barely exceeds half the nstional aversge, and various surveys made in some
countries of the region show that the prevailing situation is one of under-
nourishment and melnutrition, A survey made of a sample of 277 Chilean
families in the middle and lower classes led to the conclusion that 37 per-
cent of them recsived less tnen 2,000 calories daily. In Santisgo 54 per-
cent of families consumed less than 85 percent of the calories required,
and 42 percent obtained less than that percentage of the proteins needed,
In Mexico, consumption of meat in 1957 in the ststes with the highest and
lowest average income was 28.6 and 0.8 kg, respectively, . A survey carried
out in the main cities of Colombia in 1954-55 revealed that the consumption
of milk in the workers! families of Bogotd was three times higher than in
families living in Manizales, . Lastly s similar survey made in 1952 in Sao
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Paulo, Porto Alegre, Fortesleza and Recife on the bésis of represeétative
ssmples of the industrial workers in those cities indicated that only 33
percent of the families surveyed consumed milk in Recife and that no more
than 45 percent of the families of Fortaleza ate eggs" (4) (28). The more
significant phenomenon, however, is thet even in countries that have made
significant progress in their economies over the last decaces, and that
have developed social security and other welfare policies vi;ich have come
to account for a large share of public expenditure, socisl conditions do
not seem to have improved correspondingly for the lower-income groups,
This is largely due to the same factors indicated earlier in relation to
the inequality of income distribution and the insufficient employment op-
portunities. There are institutional and structural forces at work in the
economies of Latin America which tend to perpetuate or msybe even to ag-
gravate the msldistribution of wealth and income, while the most elementary
instrument of income redistribution - the fiscal system - is at best

inoperant and sometimes even works as an aggravating factor.

IV. Some Iong-term Trernds of the Process of Develcimsri in Latin America

In an economy that has ctecome especialized in the procduction of primsry
goods for éxports and where the domestic economy has remsined in a rather
primitive state, the incressing variety of goods and services associated
with higher living standasrds is largely supplied through imports.

If the export market of such a country deteriorates o1 keeps stagnant
the long-term policy alternatives are to adhere to the objective of maintain-
ing balance of payments equilibrium and to reduce the level of activity and
or keep it stationary, or if this proves intolerable, to start developing
the production of menufacturec goods, i.e., to transform the structure of
production of the economy,

In Latin America, the decisive test as to what alternative was
followed seems to have been the World Crisis of 1929-33. The smaller and
less developed economies, essencially the Central American and Caribean
countries, had no choice but to accept the shock and continue their
traditionsl pattern of growth once the international market came back to a
more normal situation. After the war these countries diversified somewhat
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their exports of primary goods and started some efforts to change the
internal structure of production through industriaslizstion.

Countries like Argentina, Brazil, Mexico, Chile, Uruguay, which by
the end of thé 20's had already reached a relatively high level of per
capits income (at least in urban.sectors), where population wes already
concentrated in big cities, where unemployment was substariicl as a
consequence of the crisis, and where some start had alrezdy been made in
the development of manufécturing, were too severely sffected by thed
depression and social end political pressures mede it impossible to impose
a downward adjustment process. Instead, they istlated their domestic
economy through various protective devices (tariffs, devaluations, import
controls, etc.) and tried to maintain the level of income, by means of a
policy of deficit financing brought about by government purchases of'export
surpluses and or by measures to cope with unemployment. An "import gap"
was therefore crested which wes supposed to be closed by the development of
internal production, meinly manufacturing. But since the pre-crisis level
of expofts was not restored in these countries until af%er tihe war, while
income levels were kept high and expanding, and indust:rial prodiction could
not increase substantislly in the short run, the adjustment betweesn total
demsnd snd supply necessaril& involved not only strong increeses in the
price level but also a major chenge of relative prices in favour of
manufactures. The industrial sector got in this way another stimulus on
top of the above mentioned protection and it started growing very rapidly,
producing mainly substitutes for imports.

The instability and lack of expansion of foreign markets during the
1930's, and the restriction on imports imposed by the World Was has there-
fore induced policies to devel>p domestic sources of supply of such goods
and services and hes at the sane time created hiéhly favourable conditions
for the establishment and growth of the menufacturing industry. This:
process began already in the first decades of the century in some specific
areas of Latin America, but it received a large and sustained boost during
the World Crisis of 1929 and the second World War in the countries which
followed anticiclical policies, Today most countries of the region have
started the industrialization process. Some, like Paraguay, Bolivia,

/Ecuador and the



- 21 -

Ecuador and the countries of Central America, are still in the initial
phases while others - the ones that started the process three or four
decades ago - like Argentina, Brazil, Mexico and Chile have advanced
considerably (see Table 17) (3) (29) (30) (31) (32).

The installation of industries manufacturing consumer goods in
economies producing meinly primery products means that the capital goods
and intermediste products needed for the establishment and operation of
the factories have to be imported, The importation of finished manufactured
products has therefore been gradually replaced by the importation of the
capital goods and intermediate products needed to produce such menufactures
internslly. This chsnge in the composition of imports is simply one side
of the picture of industrislization, which on the other side shows the
process of transformation of the structure of production of the economy.
But a growing and expanding industriasl sector incresses the needs for fuels,
raw materials, energy, iransportation, communications and financial, trade
and commercial services, It requires as well, skilled wnrkers, trained
administrators and entrepreneurs, On the other hand, in riew of the fact
that industries tend to become concentrated geographically erd on the whole
near the consumer markets provided by big cities, this process strongly
stimulates urban concentration, This wss especislly the case in Latin
America, given the nature of industries first established - consumer goods -
and the fact that inland transportstion and communiication facilities were
very scarce. The large masses of people attracted to the cities increased
the needs - and revealed the insufficiency - of all sorts of urban services,
from housing, schooling, water supply, electric energy and drainage systems,
to the channels of distribution of foodstuffs.

The rapid advance of the industrial sector, both in abzolute terms
and in relation to the other sectors of the’economy, originates therefore
great stresses and tensions throughout the economy. It requires that all
sectors, activities and the utilization of economic resources change in
certsin directions and rates in order to meet its growing requirements of
manpower, natural resources, capital, and s variety of goods end services,
both domestic and imported. If some activities do not react readily to
the requirements imposed on them, it will not be possible to maintain the
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dynamic equilibrium of the economy, and if the bottlenecks are serious
enough, they may stop the growth process altogether, Given the cheracter-
istic process of economic development and structural transformation followed
by countries which in a first stage have become especialized exporters of
primary products, it will be seen that a number.of very difficult conditions
must be fulfilled in order to obtasin sufficient equilibrium for sustained
growth, '

The intensity of the transformation process depends very largely on
the level and rate of growth of exports, If the exchange availabilities
are relstively large and its rate of expansion is fast, the growing
diversification of needs can be progressively teken over by a gradually
expending menufacturing sector without great stress being put on the
economy as a whole, But if external conditions are very stringent, or
if foreign exchsnge receipts have even diminished, as was the case of
various Latin Americen countries over the 1930's and recently agein, then,
if the economy is to continue its expansion, the procesc of structural
transformation has to proceed very repidly, while at the scwe time the
capacity of the country to import theinvestment goods, resw rieterials, fuels
and intermediate products necessary for this process may be very limited,
For this reason, it can be concluded that a large and growing volume of
imports in relation to GDP mesns the most favourzble conditions for
achieving a smooth process of economic development, while a small and
contracting proportion of imports means that the industrisijzstion process
will encounter great difficulties and have strong disecuilibrating effects.
These difficulties have been postponed for some yesrs in certain countries
by compensating lower export prices with-large incresses in foreign indebted-
ness, but as pricas have been Jeclining for almost s decade, while a large
part of the foreign debt has been short~term, the burden of amortization
and interest payments has reduced foreign exchasnge availabilities even
more (30).

As far as internsl conditions are concerned, the first and foremost
is obviously the size of the domestic market for the msnufacturing industries
that are being estsblished. It is not only that incomes per head are
relatively low in Latin American countries, but that a very unequal income
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distribution considerably reduces the possibilities of developing mass
markets for most manufactures. On the other hand, modern technology has
largely been created for mass markets, so that relatively small markets
may mean the uneconomic use of technically up~to-date equipment, or alter-
natively the use of uneconomical, defficient techniques or worn out equip=
ment. This question is of fundsmental importance, since it establishes a
limit to the industrialization possibilities of some or muybe all of the
countries of the region, if only nstional markets are considered., All
countries of the region can obviously support economicslly some industrial
activities, but the size of the national market will certainly determine
the stage of diversification of industry which each countm& can economical=-
ly reach., It is msinly for this reason that the economic integration of
the region has a decisive role to play in the further process of economic
development of the countries of Latin America (34) (35). From the point
of view of the equilibrium of the process of growth, the size of the market
is therefore a decisive and primary element, since it largely defines the
possibilities of the industrialization process,

Once the process is under way and imposes strong dcmands on other
sectors of thzs economy, the reaction of these sectors becomes the crucial
element in the development process. The requirements of agriculturel raw
materials and foodstuff for industry and for the growing urban population
earning higher incomes mey not be followed, for exampie by an adequate
response on the part of the agricultural producers. In ccuntries where
agricultural land hes on the whole been brought into private ownership,
large parts of it are not being used at all or are used in wasteful ways,
sometimes even destroying the productive potential of the land, The
existence of an anti-economic structure of land distribution - minifundia
and latifundia prevails - and the absence, in general, of agricultural
farmers with an entrepreneurial attitude, prevents the introduction of
modern technology and the full utilizstion of agricultural resources.

It is, therefore, very difficult to rsise the yields and productivity of
land and labor, and achieve the expansion of agricultural production neces-
sary to achieve growth (23) (24) (36) (37). 1In the cases of countries
exporting agricultural goods, this situation may lead to a fall in exports,
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therefore putting pressure on the balance of payments. In other countries,
the increased demand may be supplied through imports, but this would reduce
the possibilities of importing the equipment and other goods neasded for
industrislization., Given this situation, the gap between demand and supply
of agriculturel products will be filled by price increases, since the demand
for such goods is highly inelastic, This would mean a fsll in the resl
income of the urban wage earners, since food takes a large share of their
budgets, and would also cause & fall in their demand for manufactures,
since.it would mean a regressive shift in income distribution. The
increase in agricultural income would not be compensatory since it would
be highly concentrated in the hands of a few landlords. Whether the urban
wage earners obtain compensatory wage increases or not, a disequilibrating
factor is introduced in.the economic.system and it will either start an
inflationery process, lead to balance of psyments difficulties or, by
limiting the size of the market for manufactures, contribute to the
stagnation of industry and.the growth process. '

The industrislization process has been shown to mezn Largely a process
of integration of a domestic market economy of a "fractursc! noture (38),
It requires therefore a network or roads, reilways, energy snd communication
systems and other forms of basic social capital which is largely non-existent,
or as far as it exists, was conceived to serve the external rather than the
internal market. As industrialization proceeds, bottlenecks may develop in
these sectors and the flow of production will be obsteculized and inputs
may become more expensive., Similerly, the finsncisl and banking systems,
as well as the government services, will on the whole not be prepared to
fulfill the new dvnamic tasks that are called for, This picture of rigid
and outdated eccnomic and institutional structures incapable of responding
to the demands of a dynamic industrial sector and a growing urban popula-
tion is probably the main explenatory element of the sectoriel distortions,
inflstionary pressures, bslsnce of payments and government deficits and
social tensions that tend to appnesr slong the process of transformation of
the economy.

In order to belance this process it is necessary to achieve an expansion
of productive capacity in all sectors of the economy, and this naturslly
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means a large investment effort, both public and priva@e. However, the
expansion of production does not always depend only, or even mainly, on

the expansion of productive capacity by means of new investment, It is
often the case in Latin America, that existing productive capacity is not
being used adequately., This happens frequently with the large land holdings
and as a conéequence of monopolistic conditions in industry =nd the export
sector. In this case, economic policy will have to consicer institutional
changes and reforms,

As far as the necessary expansion of productive capacity is concerned,
most of the new investment effort will have to be public, since the more
immediate needs conditioning the incentive for private investments are
the expansion of the socigl overhead facilities previously mentioned, snd
also the provision of schools and trazining centers as well as research
institutions, Housing facilities, sanitation, medicsl services and other
social reeds must also be met in order not only to increase living standards
but also to improve the productivity and promote the abtilities and positive
attitudes of the people in general and especially of the zctive nopulation,
In large sectors of the population - mostly rural - the potential talents
and qualities of the people are preseptky"lost through lack of education,
bad health, excessively hard working conditions, isolation and rigidly
hierarchicsl social‘stratificatioﬁ;

It has been shown in the previous paragraphs that a large and care-
fully directed investment effort has to be undertaken in order to achieve
dynamic equilibrium in the development process, and that this effort has
to rest mainly on an increase of public investments if social needs are
to be given sufficient emphasis and privete investments are to be stimulated,
Such has becn largely the case in those Lstin American countries that have
already advenced further in the process of economic development, Neverthe-
less, governments have gengrally not been able to obtain sufficient current
financing in order to meet the expenditures involved in making larger
investments and sustaining expanded public services, and this problem is alse
presenting itself to the countries thest have sterted their development

process more recently.
There are two main elements to consider in this situation, On the
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one hsnd, some governments hzve ciearly spent wastefully and unwisely,
this being msinly the case with respect to military expenditures and
transfer payments, -On the other hand, the fiscal ‘system of almost all
Latin American countries has been.incapable of providing the revenue
needed to finance higher government spending. This is due to various
causes, most of these inherent in the tax structure. In niost of the
countries a large part of tax revenues originates in the foreign sector,
either through taxes on exports or exporters or by means of import-duties,
But the foreign sector has tended to shrink in relation to the GDP as a
result of lagging exports, while the.government sector has tended to’
expand its relative importance in GDP as a result of the expansion of
expenditures on current end capital account, Therefore, apert from beig
as unstable as foreign trade itself, revenues derived from the foreign
sector have been shrinking in relative importance as sources of fiscal
revenues in spite of important incresses in rates and duties. This
process has ususlly been aggraveted by two factors: i) many import
duties or even export texes are of the specific type theieisre losing
its resl incidence with cevaluations and internationel price increases;
and 11) the changing structure of imports hes graduslly reduced the volume
of imports of high-duty finsl consumer goods, replacing them by low-duty
or even duty-free imports of rsw materials end capital goods,

Relatively stagnating revenues from foreign trade have confronted
governments with increassing expenditure commitments with the need of
shifting the tax burden from external to domestic economic éctivity. Income
and property taxes could hardly be expected to play a significant role as
new important sources of revenue since the groups that approved the budget
in Congress represented precisely the owners:-of most of the productive
resources and real estate to which most of the income from this sources
accrues;they could hardly be expected to commit tax~harakiri if other alter-
natives were available, Therefore,indirect sales or production texes,easily
shifted to the consumer,hsve become,in most countries,the largest source of
fiscel revenue derived from domestie sources.In view of the relative stagnation
of foreign trade revenues, the existence of many specific taxes, the time

lag between the assessment of the tax and the collection of the revenue,
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the inefficiency and corruption of the tax administrstion, the regressive-
ness of the tax system and other factors, the total sum of revenues tends
to fall consistently short of government expenditure reguirements. This
inelasticity of the tax system tends to graduslly accentuate its regres=—
siveness, since governments have to take refuge in successive increases
in the rates of indirect taxes, The perverse nature of ti:j.s procsss takes
its worse form when the economy is stagnating, because in an expanding
economy there is at least one positive element present, a growing tax
base,

The hypothesis advanced so far about the nature of the development
process in Latin America offer some interesting insights into the develop-
ment problems of the region,

The lag in agricuitural production and productivity, for instance,
has a decisive influznce on the rate of growth of GDP, both because
agriculture still represents a large proportion of GDP and because rural
stegnation tends to limit industrial expension; it is a btasic cause of
inflationary pressure and balance of psyments difficuliies; it obstaculizes
the improvement of urban income distribution because of the tendency of
relative agricultural prices to increase and because concentration of
property in agriculture tends to maintain a high concentrastion of income
in this activity.

The tasks of the public sector, on the other hand, are rather
formidable, It has to participate actively in the creation and reorganization
of the productive facilities and overhead social capital which will induce
the private entrepreneur to enter into end expand new lines of activity;
it is under heavy political pressure to improve the highly unequal living
standards of s population that is growing at incressing rstes, and moving
into the cities et an even faster pace; it has to absorb some of the
redundant labour due to the insuificient dynemism of the economy to creste
new jobs; in performing all these tasks it has to face the fact that it is
an outmoded administrative apperatus which was created in times when none
of these activities were supposed to be government responsibility; more-
over, its finsnciel basis has become outdated and the political structure
of the countries prevent a thorough tax reform and the establishment of an
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efficient tax administrafion.

The development of industry slso presents some important chesracter-
istics. Heving been born and developed in almost sbsolutely protected
markets of relatively smsll size, concentration of wealth and income in
the hands of entrepreneurs has tended to compensate the favourable
impact of high industrial wages on income distribution; c:i: the other hand,
as import substitution and industrialization advanced, increasingly complex
and capital-intensive activities have been developed, but since these
plants usually have minimum economic sizes which exceed the size of the
market, end for this reason, or because of monopolistic msrket structures,
operate below capscity, industrialization reaches a point of decreasing
returns to additionsl capitel investment and the process tends to loose
mamentum; moreover, the increasingly caspital-intensive nature of the
industrial sector - because of new additional lines of production,
because of replacement of obsolete equipment in existing plants or as a
result of the replacement of nandicraft by menufacturirg - has limited
the contribution of the industrial sector to the opening of emplcyment
opportunities, )

o V. Concluding Remsarks

The interpretation of the masin trends and problems of development in
Latin America given above should be carried further in order to analyze
the resl nature of questions such as the weakness of the private sector,
.the attitudes of the entrepreéneurs (39), the conditions of the capital
market, and other areas conventionally within the province of economics.
But it must also be extended in new ‘directions in order to anslyze social
and political processes and problems, without which very little can be
said sbout development policy (ao). There is a great resesrch task open
in 811 these fields, and fortunately Latin Americén social scientists are
staerting to tackle it, with a comprehensive approsch snd due attention
being given to the historicsl, institutional and structural background
of the Latin American societies (1) (41) (42) (43).

But it is not the purpose of this paper to exhaust the snalysis of
the development problems of the region. The interpretation given has above
all had the purpose of illustrating the highly complex and interrelated
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nature of the day to déy ﬁréblemb faced by development policy, and
particularly to look at the relationship of so-called short-term problems
like inflation, budget deficits, devsluations, food shortages, etc., to
some deep~rooted institutional and structural factors, I hope to have
made it clear that without taking these elecments into consideration it is
quite impossible to understand the extraordinary peréistence of these
problems and their recurrent nature in most countries of the region., It
is not difficult to see that they are also very imporﬁant factors in the
long-term decline in the rate of growth,in the persistence of s highly
unequal income distribution, in the‘growing problem of employment op-
portunities and in the instability which chsracterizes the Lstin American
economies. In other words, these characteristics constitute some of the
fundamental obstacles to the achievement of the objectives of development
policy in Latin America.

It is hard to see, therefore, how development policy or, for that
matter, so-called short-term policy, can be effective if these questions

are not seriously tacikled,
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APPENDIZ .
Some References to Latin American Economic Thought

The last fifteen yesrs have witnessed a remarkable expansion of
economic research in Latin America. The cpnfronﬁation of modern anglo-
saxon economics, in which most latin american economists have been trained,
with the institutional and structurel realities of the latin americen
econamies, have produced a critical reaction and stimulsted original thought,
A leading role in the critical and autocritical re-interprstation of the
economic development of the region has been played by ICLa,

Since 1948 the United Nations Econoﬁic Commission for Latin America
has produced an impressive amount of descriptive, analiticel end interpret-
ative material dealing with general development problems of the region as a
whole and of most of its individual countries. It has also.studied problems
of particular sectors of activity iike industﬁy,Aagriculture, education, etc.,
and of foreign trade and ihvéstment, fiscal policy, planning, public edmin-
istration and so on, Some of the more important recent publications are
quoted in the paper; see: (2) (3) (4) (12) (13) (29) (33) (41) (42).

Individusl euthors - many of them associated at sometime or other
with ECLA - have increasingly been opening up new areas o i¢search and»
proposing stimulating interpretations of the development problems of the
region, Raul Prebisch and Aldo Ferrer (Argentina), Celso Furtado (Brassil),
Victor Urquidi, Juan F. Noyola, Horacio Flores de la Pefla, Edmundo Flores
(Mexico), José A. Mayobre (Venezuela), C.M. Castillo ((Costs Rica), Jorge
Ahumads, Anibal Pinto, Gonzalo liartner, Jacques Chonchol, Felipe Herrera,
Osvaldo Sunkel (Chile), are scme of the more productive autiiors. Their
writings can be found in academic journals like El Trimestrs Econdmico
(Mexico), Desarrollo Econdmico (Argentina), Econdmica Brasilsira (Brasil),
Reviste Zconomfa (Chile), Revista de Economfa Latinosmericana (Venezuela),
Boletin Ccondmico de Am#rica Iatina (ECLA).

Some books by these authors are quoted in the paper: (9) (30) (31)
(32) (35). Other important books are: C, Furtado: Desenvolvimento e Sub=
desenvolviménto (1961) and Dislética do Desenvolvimento (1964). R. Prebisch-
Nueva politica comercisl para el desarrollo, 1964. V. Urquidi: Viabilidad
econmica de América Latina, 1962,
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Despite the wide interest in Latin America aroused in recent years,
very little attention has been paid in other regions, particularly in
academic circles, to this autoctonous latin american economic thought,
which is quite without precedent in the region. There are some notable
exceptions of foreign economists who have studied the region-end its
intelectuel production, and who have clearly been influencad b}nit:

Albert Hirschmsn, Latin Americen Issues, 1961 and Journeys Towerd Progress,

Studies of Economic Policy-Making in Latin America; Joseph Grunweld and

David Felix's papers in the former book; Dudley Seers, Normal Growth and
Distortions: Some Techniques of Structural Analysis, Oxford Economic Papers,
March 1964, The Limitayions of the Special Case, Bulletin of the Institute
of Economics and Statistics, May, 1963, A Theory of Inflation and Growth

in Under-developed Economies Based on the Experience of Latin America,

Oxford Economic Papers, June, 1962, (Seers has greatly contributed to a
systematization end formalization of the ideas of the so-called Latin
American "structuralists" and is to be congratulsted by his honest and
generous acknowledgement of his latin american sources, see especislly
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