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PRELIMINARY NOTE

Title II, Chapter V, paragraph 8 of the Charter of Punta del Este provides
that:

"The Inter-American Economic and Social Council will review annually
the progress achieved in the formulation, national implementation, and international
financing of development programs; and will submit to the Council of the Organization
of American States such recommendations as it deems pertinent."

Similarly, in its report to the plenary of the Special Meeting of the Inter-
American Economic and Social Council at the Expert Level, held in Washington, D.C.,
from November 29 to December 9, 1961, Committee I expressed the view that:

"« ..the experts on the panel (of Nine) should be given ample power, with-
in the spirit and aims of the Charter of Punta del Este, to examine their mandate and,
after analyzing the existing circumstances, to prepare a preliminary report, for pre-
sentation to the next Regular Meeting of the Inter-American Economic and Social
Council at the Ministerial Level, in which they may freely express their opinion as
to the best way in which to carry out the tasks for which they were appointed,"”

In the spirit of the two foregoing provisions, and as a contribution to
the studies to be made under Topic I of the Agenda: The Economic and Social Situation
in Latin America and the Alliance for Progress, the Panel of Nine has prepared this
document for consideration by the Inter-American Economic and Social Council at its
regular meeting in October 1962.

The report has been divided into three main parts:

I. Organization of the Panel of Nine and Principal Work
Accomplished.,
iI. Advisable Changes in the Evaluation Machinery.
I, The Alliance for Progress: A General Evaluation.

The first two parts relate to the tasks for which the Panel of Nine is
directly responsible., The third part covers many aspects of the Alliance for Progress
that are closely related to problems of national economic and social development,
although not the direct responsibility of the Panel, and that, therefore, must inevi-
tably be considered by any ad hoc committee responsible for the work of evaluation,
if the recommendations made regarding the various Latin American countries are to be
a success,



INTRODUCTION

Contrary to what was true in the last century, when social progress took
place only after capital had been accumulated, there is no doubt that today there is
a desire to maintain a close relationship between economic progress and the achieve-
ment of social justice.

The interdependence of these two objectives is one of the chief reasons
for the social tensions evident to a greater or lesser degree all over the world, but
most particularly in the three fourths of its area comprising the underdeveloped coun-
tries. In these countries, tensions are aggravated by the great imbalance between
possibility and reality, of which the masses are well aware, and which heightens
their desire for more rapid economic progress and more direct and immediate satis-
faction of their social aspirations, Such is the drama of present-day Latin America -~
the only area of western, Christlan civilization where under-development {s the
general condition of the countries making up the region.

For the first time since the last century, when the industrial revolution
made social justice economically possible to a degree previously viewed as a Utopian
dream, Latin America, with the firm support of the United States, has resolved to
face this critical moment of its existence with a vigorous, collective, coordinated,
multilateral effort, almed at helping to overcome economic and social underdevelop-
ment.

Tensions in Latin America are of such a nature as to be in themselves the
potential germs of violent revolution, Aware of this, the American governments have
committed themselves to carrying out the program of the Alliance for Progress. The
Alliance is intended to provide a wide channel for the currents of a peaceful revolu-
tion, which, in addition to accelerating economic development, will make possible a
more equitable distribution of wealth and social benefits, chanaing, when necessary,
those features of the soclo-economic structure that have proved inadequate for the
achievement of the foregoing aims.

This is not an easy task. It requires determination and effort on the part
of the majority and, above all, austerity, sacrifice, and dedication on the part of
minoritlies, who have already attained standards of living far higher than the minimum
ones sought by the masses. It also requires timely =i d adequate assistance, which
can only be furnished by economically stronger countries.

The Alliance for Progress seeks to be an adequate instrument for solving
Latin America's problems. In its first year of operation, however, certain defects
have come to light that must be corrected. The Alliance has also caused so much
doubt and impatience among the people that serious misgivings have arisen as to
the effectiveness of the terms in which it was concelvad,



As indicated in the Preliminary Note, the Panel of Nine, in publishing
this document, fulfills its duty to report on the work it has done in line with the ac-
tivities assigned to it by the Charter of Punta del Este, The first two parts of the re-
port -- one summarizing the work accomplished and the other giving the Panel's opin-
fon as to the way in which the evaluation machinery should be reorganized -- might
lead to the erroneous impression that, in the Panel's judgment, the mere adoption of
its recommendations would suffice to eliminate the deficiencies of the Alliance that
are of such concern to both its defenders and its critics. Actually, the Panel of Nine
believes that the roots of the problem go deeper and that though it may be wise for the
suggestions made regarding its own activities to be adopted immediately, there are
other, more important aspects that urgently require decision, if the governments and
peoples of America really wish to carry out the task they set for themselves at Punta

del Este.

In the third part of the report, the Panel expresses its opinion on, and
suggests possible solutiors to, the problems that are the responsibility of the Inter-
American system as a whole, as well as of the individual countries that compose it,
This document only makes an effort to contribute to the discussions by the First Annual
Meetings of the Inter-American Economic and Social Council, in connection with the
central topic of The Economic and Social Situation in Latin America and the Alliance

for Progress,




Part 1
ORGANIZATION OF THE PANEL OF NINE
AND PRINCIPAL WORK ACCOMPLISHED

I ORGANIZATION OF THE PANEL OF NINE
(COMMITTEE OF NINE) AND OF THE AD HOC COMMITTEES

1. At the Special Meeting of the Inter-American Economic and Social Council
at the Expert Level, held in Washington from November 29 to December 9, 1961, ap-
proval was given to the proposal presented jointly by the Secretary General of the
Organization of American States (OAS), the President of the Inter-American Develop-
ment Bank (IDB), and the Assistant Secretary of the United Nations in charge of the
Economic Commission for Latin America (FCLA) for the appointment of the members of
the Panel of Nine Experts, provided for in the Charter of Punta del Este.

2. The appointments were made effective as of January 1, 1962. Since, how-
ever, the persons chosen had first to free themselves from personal commitments in
their own countries, the panel was not officially established until February 26, in
Santiago, Chile, and work was definitely begun in the middle of March.

3. Of the nine persons appointed, Mr. Gonzalo Robles had to resign for
reasons of serious {1l health, At the proposal of the same individuals mentioned in
paragraph 1, and by a resolution of the Council of the OAS of June 20, 1962, Mr,
Jorge Grieve was appointed to replace him and assumed his duties on September 10,
1962. For personal reasons, Mr. Ary Torres was also unable to accept his post per-
manently, and on July 25, 1962, he presented his resignation. In short, auring the
period covered by this report, the Panel has been composed of only the following
seven members:

Hernando Agudelo Villa Harvey Perloff
Ernesto Malaccorto Paul Rosenstein-Rodan
Manuel Noriega Morales Radl Saez

Felipe Pazos
4, In January 1962, a majority of the Panel members consulted together as
to the general way in which their work should be organized. At that time, they adop-
ted, on a provisional basis, preliminary standards for the internal operations of the
Panel of Experts and the ad hoc committees, which are shown in Appendix I,

In examining this appendix, it should be kept in mind that it represents
a body of standards adopted provisionally before the Panel of Nine had gained any
experience in the matter in question. Some of these standards are still valid and
may be taken into consideration in drawing up new internal regulations for the Panel
of Nine and the ad hoc committees; but others should be revised as dictated by ex~
perience, The opinion of the group of experts regarding its internal organizaton is

3



contained in the provisional regulations appearing in the appendix and i{n the argu-~
ments on this ~oint set forth in the report itself, In cases of inconsistency between
the two documents, the points of view contained in the report should be considered
as more representative of the Panel of Nine's thinking, in that they result from ex-
perience acquired during the last elght months and are therefore more recent.

S. As indicated by the report of Committee I of the Special Meeting of tne
IA-ECOSOC at the Expert Level, referred to in the Preliminary Note, experience has
shown that the Panel of Nine needs to meet periodically to determine methods, adopt
common views on evaluation and coordination, express opinions, and make recom-
mendations on various general aspects of the Alllance. Although the Panel is not a
formal agency, legally speaking, it is impossible for the members to fulfill their in-
dividual tasks, provide useful guidance, or suggest solutions to the numerous prob-
lems that must be dealt with, if they do not act in the coordinated fashion proper <o
a well-defined agency. The Panel of Nine is now commonly called the "Commitiee of
Nine" and will be so designated in this document.

6. The main collective functions of the Committee of Nine can be summarized
as follows:

a, To establish standards and guidelines for the presentation
of development plans;

b, To establish common methods and criteria for evaluating
the plans;

C. To hold meetings in order to determine the progress made by
the ad hoc committees in their work and to exchange experi-
ences and opinions in regard to this work;

d. To cooperate with the governments in helping them to adjust
or revise programs, although taking no part in their formula-
tion;

e, To make specific studies on matters of general interest which
will promote greater compliance with the aims of the Alliance;

f. To cooperate in publicizing the objectives and principles of
the Alliance;

de To cooperate with the Secretary General of the OAS and the
Executive Secretary of the JA-ECOSOC in aspects of the
Alliance with which its own tasks and functions are concemned;

h, To prepare an annual report on its activities and those of the
ad hoc committees;

i, To express general approval with regard to the administrative
and technical organization required for its operations and
those of the ad hoc committees;

Je To cooperate with the various financial organizations whose
collaboration 1s essential to the Alliance for Progress,



7. The aforementioned report of Committee I also expressed agreement to the
appointment of a Coordinator "who would direct the preparatory organization of the
committees, the discussions of the experts, and the meetings of the Panel of Experts
formulating common criteria." The duties of the Coordinator, as conceived of by the
Committee of Nine, are broader. Indeed, if the Committee requires an organized
structure and has an administrative and technical staff to carry out its own work and
that of the ad hoc committees, the Coordinator should be responsible for the opera-
tions of the organization. His functions have been provisionally defined in Section
Two of Appendix I of this report. The Secretary General of the OAS appointed as Coor-
dinator Dr. Raiil Prebisch, who, at great personal sacrifice, agreed to accept the job
untl January 1, 1963. Since the Coordinator must periodically be absent from Wash-
ington to attend to his other responsibilities as Executive Secretary of ECIA and as
Director of the Latin American Economic and Social Planning Institute, an Assistant
Coordinator was chosen from among the Committee of Nine; Mr. Radl Saez was ap-
pointed to this post,

8. The ad hoc committees have been organized in accordance with the pro-
visions oi the Charter of Punta del Este. To date they have been composed of six
members, three from the Panel and another three especially chosen for each case,

The six have been designated by agreement between the interested government and

the Secretary General of the OAS. For short-term programs, however, which are gener-
ally simpler to study, the desire is to form ad hoc committees of only four members,
The functions of these ad hoc committees are defined in Section Three of the document
appearing as Appendix I. To evaluate a program and prepare a report with its recom-
mendations to the government of the country concerned, the ad hoc committee must
study and analyze the documents submitted to it. It does this with the help of espe-
clally assigned technical personnel, and with that of officials or technical missions
provided by cooperating agencies, and of consultants hired to study specific prob-
lems,

9. A technical staff, which will consist of a maximum of 12 to 15 profes-
sional people, has been formed to cooperate with the Committee of Nine and the ad
hoc committees. Seven economists are already working under Mr. Radl Saez, the
Assistant Coordinator of the Committee of Nine, who has been appointed Acting
Technical Director. The permanent technical staff has been complemented by spe-
clalists on loan from the OAS who have been employed for specific studies. In addi-
tion, cooperation has been sought from officials of other institutions interested in
the Alliance for Progress,

10, The administrative and secretariat work of the Committee of Nine and of
the ad hoc commiitees has been placed under the direction of a Secretary, Mr. Ben-
jamin Hopenhayn, appointed by the Executive Secretary of the IA-ECOSOC and re-
ponsible to him. Mr. Hopenhayn also takes part in economic studies and aids the
Committee members in other important tasks. The administrative functions relating

to accounting, finances, travel airangements, library services, reproduction of docu-
ments, procurement, etc,, are carried out by the OAS, which has hired the technical
and administrative personnel on contract.

11, The Committee's relations with the OAS with regard both to everyday
administrative matters and to more important ones involving other agencies and the
governments are maintained through the Executive Secretary of the IA-ECOSOC. Tech-
nical relations with the IA-ECOSOC are carried out directly between the Director of
the Department of Economic Affairs and the Technical Director of the Committee of
Nine. A good modus operandi has been established between the permanent staff of

]



the OAS and that assigned to the Committee. It is a pleasure for the Committee to re-
cord the effective cooperation received, the wide latitude given it in directing the per-
sonnel assigned to it, and the helpful administrative services provided by the OAS.

12, The Committee has been especially interested in establishing close rela-
tions with the international financial institutions and organizations working in the
Latin American area, in order to obtain information from them and to gain their cooper-
ation in the formation of study missions. Such relationships are also useful for the
exchange of ideas, for helping to avoid duplication of effort, and for making full use
of human resources in the work of the ad hoc committees, while preserving the latters’
full independence. Furthermore, cooperative relations are necessary for the later
stage of putting into effect the ad hoc committees’ recommendations regarding develop-
ment programs, particularly in the matter of external financing. The Committee of Nine
is pleased to report that the generous cooperation it has recaived from the financial
organizations has been most helpful,

11 STUDIES AND WORK CARRIED OUT BY THE COMMITTEE OF NINE

13. Besides the organizational work described in the previous section, the
Committee of Nine has carried out the collective functions listed in paragraph 6. Of
these, 6.c and 6.j, which are more directly concerned with the work of the ad hoc
committees, will be considered in the following section. The functions described in
paragraphs 6.g and 6.1 refer to matters already covered in Section I.

14, With regard to establishing standards and guidelines for presenting de-
velopment plans (6.a), and to establishing methods and criteria for evaluating such
plans (6.b), the Committee of Nine took an active part in the Latin American Seminar
on Planning, organized by the OAS, the IDB and ECLA, and held in Santiago, Chile,
from February 19 to 24, 1962, It also participated in the Consultations on Economic
and Social Development Planning, held in the same city from February 26 to March 3,
1962,

15, The first of these meetings "was held for the purpose of studying and
discussing experiences acquired by the Latin American countries in planning for eco-
nomic and soclal development, with a view to advancing and activating the work that
the governments have promised to undertake by virtue of the Charter of Punta del
Este.” The Seminar gave particular attention to analyzing the work most urgently
called for in formulating, drafting, and executing short-term plans; as well as to
some of the more important technical aspects of long-term planning; and, in general,
to methods and criteria of evaluation. The main aspects discussed can be summarized
under the following headings:

i, Basic approaches in short-term action.
ii. Content and methodology of short-term planning,
iii, Organization and administrative mechanisms for
preparing and executing plans, and problems
related thereto,

The conclusions of this Semlnar4 were published in a report—l/which also includes as
appendices the works entitled;

. 1. See Reference Document No. 1, Consultation on Economic and Social Development (O 4/Ser. 1/
03A



Evaluation of a Short-Term Development Plan

Preparation of Short-Term Development Plans

The Government Investment Budget {n
Short-range Planning.

These documents were prepared by varlous members of the Committee of Nine and,
together with the report of the Rapporteur of the Seminar, set forth standards, guides,
methods, and criterla which, in general, conform to those provisionally adopted by
the Committee of Nine.

16, The purpose of the Consultation on Economic and Social Development
Planning was to hold round-table discussions on the conclusions of the Latin Ameri-
can Seminar on Planning and on the difficulties of applying these in a practical way.
Government officials from sixteen countries of the hemisphere took part in this meet-
ing. In addition to participating in the round-table discussions, the Panel of Experts
had the opportunity to meet with officials responsible for planning in the various
countries, in order to consider certain fundamental criteria for evaluating national
programs. These private discussions also enabled the Committee of Nine to form an
idea of *h> degree of progress attained in short and long-term planning and of the
kind of problems with which the countries are faced, 2/

17, Even though the two aforementioned meetings helped to define certain
standards, methodology and evaluation criteria for national development plans, the
reports {ssued are far from being complete, definitive studies. The Committee of Nine
feels that more experience is needed, especilally broader knowledge of the actual
difficulties confronting the countries of the area, before any recommendations of
lasting value can be made.

18, To better comply with the aims of the Alllance for Progress, the Committee
of Nine has concentrated on certain specific tasks, chiefly, on exchanging opinions
with agencies and {ndividuals closely related to the activities of the Alliance, in
order to modify methods or procedures and to study the difficulties that arise in solv-
ing the many problems involved in such an ambitious program. So far, little progress
has been made in this respect, partly because of the short time that has elapsed. This
report attempts to provide the first complete study of the problem, as the Committee
of Nine sees it, and to suggest some avenues that might be explored as a means of
avolding difficulties of the kind that have already arisen or others that may arise in
the future.

19, The inembers of the Committee of Nine have also taken part in other ac-
tivities related to the Alliance for Progress,

20, The Committee has discussed various problems of promoting the Alliance
with numerous high-level Latin American economists, planners, and officlals, Also,
some members of the Committee of Nine have visited various countries in order to
learn about the kinds of national development programs beling prepared, and in some
instances, have helped to inform the public on the Alliance through lectures, news-
paper and radio interviews, and other information media. On these occasions, wide~
spread ignorance of the Alliance's principles, objectives and forms of action has
been noted,

2 Ibid,



21, With reference to paragraph 6.h, this report fulfills the function speci~
fied therein.

111 WORK OF THE AD HOC COMMITTEES

22, The chief responsibility of the members of the Committee of Nine is their
actlve participation in the ad hoc committees, The Charter of Punta del Este recog-
nizes that to accomplish the proposed objectives of economic and soclal development,
it is necessary "that comprehensive and well-concelved national programs of economic
and soclal development, aimed at the achlevement of self-sustaining growth, be car-
ried out in accordance with democratic principles." It Is therefore obvious that evalu-
ating these programs in accordance with the criteria established in the Charter, and
making appropriate recommendations to bring these programs into being, constitute
basic activities within the Alllance for Progress.,

23, At this writing, the following countries have requested of the Secretary
General of the OAS that their development plans be evaluated by an ad hoc committee:
Bollivia, Chile, Colombia, Mexico and Venezuela.3 Other countries, such as Hondu~-
ras and Panama, have stated that within a short time they intend to present their
national development programs, which are nearing completion, In addition, many coun-
tries have requested technical assistance from the OAS, ECIA and other institutions
for organizing national planning machinery or for completing programs already in prep-
aration.

24, Colombia was the first country to raquest the formation of an ad hoc com-
mittee to study its 10-year plan. For the reasons mentioned in Section I, which de-
layed the formal establishment of the Panel of Experts, it was impossible to set up
the ad hoc committee until the middle of March 1962. The members of this committee
visited Colombia, where they held extensive discussions with government officials,
as well as with representatives of private enterprise. On July 19, 1962, the commit-
tee officlally presented its report to the Colomblan Government, which accepted its
conclusions and recommendations and requested that, in accordance with the Charter
of Punta del Este, the committee bring the report to the attention of the international
agencies and governments that might be interested in participating in the necessary
financing. The report contains a detalled evaluation of the program for the 1962-1965
period and a general appraisal of the projects and possibilities for the 1965-1970
period. Based on the ad hoc committee's report and on the earlier studies made by

a technical mission from the International Bank for Reconstruction and Development --
whose report was duly considered by the committee-- the Bank, at the request of the
Government of Colombia, immediately started negotiations for the program's financing
by the varlous international agencies and capital-exporting countries. The ad hoc
committee s cooperating in these negotiations. It 1s hoped that these will result in

a financlal arrangement adequate to advance the economic and social development of
Colombia as outlined in the plan, which, in the ad hoc committee's opinion, conforms
to the goals and objectives of the Charter of Punta del Este,

25, On January 24, 1962, Bolivia's 10-year plan was presented to the Secre-
tary General of the OAS for study by an ad hoc committee, For the reasons already
mentioned, the ad hoc committee could not be set up until March 1962, After some

3 Appendix Il shows the membership of the od hoc committees that have studied the Bolivan, Chi-
lean, and Colambian plans. The other two committees are being set up.



of its members visited Bolivia, the ad hoc committee, with the approval of the govern-
ment, decided to present its first study in the form of a memorandum in which, on the
basis of the 10-year plan and the urgency of attending to the special situation in
Bolivia, it recommended that an immediate action program be put into effect with ade-
quate foreign financing. The committee deferred a complete study of the plan until a
later date. The memorandum with the ad hoc committee's recommendations was pre-
sented to the Government of Bolivia on May 18, 1962, and with its approval and
authorization was brought to the attention of the Inter~American Development Bank

and other institutions and governments that might b= interested in lending financial
and technical assistance to Bolivia, to carry out its development program. In view of
the urgent action required, the IDB proposed a financial arrangement together with

the U.S. Agency for International Development (AID) and, after pertinent negotiations,
both bodies on July 20, 1962 announced the granting of loans and subsidies amount-
ing to 80 million dollars. These are mainly for pre-investment studies, the prepara=-
tion and execution of economic and social projects, and the strengthening of finan~
clal and credit institutions. This financing was the first of its kind granted to a
nation on the basis of an ad hoc committee's recommendations,

26, Chile's 10-year development plan was presented for evaluation during
the ceremony formally establishing the Committee of Nine in Santiago, Chile, on
February 26, 1962, Although the plan covers the decade from 1961 to 1970, the eval~
uation made refers only to the 1963-1970 period, with particular emphasis on the
next three years. In its study of the plan, the entire ad hoc committee visited Chile
and exchanged views with its highest authorities, as well as with other officials,
technicians and representatives of the various economic sectors. The committee also
took into consideration, among other things, the valuable report of the International
Bank for Reconstruction and Development on the 10-year plan. The report of the ad
hoc committee was presented to the Government of Chile at the beginning of Septem-
ber, 1962, and it is hoped that its conclusions will be accepted so that negotiations
may be conducted with international agencies and capital-exporting leading countries
to establish a consortium or multilateral financial arrangement that will help the
Chilean economy begin a dynamic process of growth within the shortest possible time.

27, The ad hoc committees formed to evaluate the Bolivian, Colombian and
Chilean plans have closely cooperated with the respective governments, under the
obligation to "report its conclusions to the Inter-American Development Bank and to
other governments and institutions that may be prepared to extend external financial
and technical assistance in connection with the execution of the program."” 4/At the
same time {t is encouraging to note the interest shown by the Inter-American Develop-
ment Bank, the International Bank for Reconstruction and Development, and the Agency
for International Development (AID) in financing the programs that have been presented
for evaluation by the ad hoc committees. It is to be hoped that other international
organizations and capital~exporting countries in other areas will soon join in this
cooperative effort,

28, The ad hoc committees also have continued to cooperate with the coun-
tries by making detailed analyses of certain aspects of the development programs pre~
sented for consideration. This cooperation in some cases means making concrete re-
visions or modifications of a program and should not be confused with giving techni-
cal assistance to the governments in the preparation of plans, which would undout-

4 Charter of Punta del Este, Tide ll, Chapter V, par, 4



edly invalidate the committee's independence of judgment in issuing later reports on
these plans.

29, It is a recognized fact that the preparation and execution of a program is
a continuous process, subject to modification according to the political, social and
economic conditions of a country. Thus, after completing the evaluation of the pro-
grams, the ad hoc committees might be called upon to observe their development and
execution. Some countries have already indicated that they would like the respective
ad hoc committee to follow the progress of the program at first hand and consider any
advisable changes in it. Although there has not been enough experience to provide a
clear picture of the scope of these tasks and the responsibilities that might fall to
the ad hoc committee in this undertaking, the Committee of Nine is willing to take
care of any such requests made by the governments in the most suitable way possible,

10



PART 1

ADVISABLE CHANGES IN THE EVALUATION MACHINERY

30, Although the experience obtained so far has been very brief, the Commit-
tee of Nine belleves that it is already possible to point out some weaknesses and
disadvantages in the evaluation machinery that should be corrected, even though the
system established for this purpose in the Charter of Punta del Este 1may be maintained
in {ts essental aspects. The remarks that follow concern evaluation machinery. Later,
in_Part IIT, the Corimittee of Nine endeavors to examine the Alllance for Progress in
its entirety, to present its own views, and to suggest those changes it considers

most basic,

I THE COMMITTEE OF NINE

3l. The Charter of Punta del Este states that the fundamental objective of

the Alliance for Progress is “to enlist the full energies of the peoples and govern-
ments of the American republics in a great cooperative effort to accelerate the econo-~
mic and social development of the participating countries of Latin America, so that
they may achieve maximum levels of well-being, wlth equal opportunities for all, in
democratic societies adapted to their own needs and desires."” The Charter points

out that to attain this objective it will be necessary to undertake action in three
principal fields: a. national programs for economic and social development (Title II

of the Charter); b. economic integration of Latin America (Title III); and c. the defense
of basic export commodities (Title IV).

32, If these fields of action are analyzed, it is easy to see that they are
closely interrelated and that, though susceptible of short-term treatment as separate
problems, they are, basically, essential and concurrent factors of the complex de-
velopment process of every one of the Latin American countries in its present stage
of evolution, It is impossible to expect the success of development programs that
do not take into account the critical common problems of the defense of basic prod-
ucts and the regiunal economic integration plans, whose aims include, among others,
the expansion of markets. To illustrate, there could not in the future be well-con-~
celved national programs that did not consider the effect that a regional market com-
prising several countries of the area would have on the demand for certain products,
or whose production and export policy was not coordinated with that of other coun-
tries exporting the same basic products. In other words, national programs generally
give rise to problems that should be solved within the framework of broader inter-
national arrangements,

33, The best way to achieve the objectives of the Alliance for Progress i{s to
undertake national economic and social development plans or programs with some re-
gard to regional circumstances of production and markets, It logically follows that

the significance of the ad hoc committee's program evaluation lles in its taking into
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account the potential of the domestic and foreign effort required, particularly that of
cooperation on a regional basis. Needless to say, there should be a certain unity of
principles, criterla, and methods of evaluating each country's action within this
multilateral effort.

34, The Committee of Nine feels that this unity of principles has been brought
to the ad hoc committees by organizing each with experts drawn from within the Panel,
as well as with an equal number from without. Thereby, each national program i{s ana-
lyzed within @ framework that extends beyond the strict limits of the country whose
program is under study.

3S. To be able to do this, the experts drawn from the Panel should act as a
Committee capable of performing certain basic functions with singleness of judgment.
As mentioned in Part One, this need was explicitly recognized by Committee I of the
Special Meeting of the Inter~American Economic and Social Council at the Expert
Level (see paragraph S of this report) and it is also implied in the naming of a Coor~
dinator (see paragraph 7).

36. On the basis of the foregoing, it is recommended that the functions of
the Committee of Nine be recognized as those set forth in paragraph 6, including the
functions of drawing up its own regulations within the conditions stipulated in the
Charter of Punta del Este, as well as other functions that seem advisable and that
are discussed throughout this part of the report. The Committee of Nine would thereby
become a more organized body, and experience has shown a real need for this. Some
of its decisions would take the form of simple recommendations, which would not
limit either the independence of judoment of the members of the ad hoc commmittee
or the scope of their functions, With respect to organizational and administrative
matters, as well as standards, guidelines, and general criteria for evaluation, and
general reports, the decisions of the Committee of Nine would be binding upon all
its members. It would also be able to delegate administrative functions and the like
to whomever it wished. In making these suggestions, it 1s understood that it is not
enough merely to establish the functions of the Committee as such, since it is only
one organ of the Alllance, and, as stated in Part IIl , the Committee believes that a
new organization of the entire machinery should be studied.

37. In Part I, paragraph 7 of this report, mention is made that the Secretary
General of the QAS appointed Dr. Raill Prebisch as Coordinator. Although accepting
the post as an expression of his interest in the Alliance for Progress program, Dr,
Prebisch pointed out that he would be unable to devote full time to the job because
of his other responsibilities. Owing to these limitations, he later said that he would
keep the assignment only to the end of this year, but would continue assisting the
Committee as a permanent advisor.

38. Experlence has shown the need of a Coordinator who can make the day-
to-day decisions the work of the Committee of Nine and the ad hoc committees de-
mands - a Coordinator who can also represent the Panel members in relations with
the numerous organizations actively participating in the Alllance and in relations
with the countries, institutions, and individuals interested in the Committee's activ-

ities.

39, The Committee of Nine feels that the best solution would be for it to

name one of its members to serve as Coordinator for whatever period the Committee
itself may decide, and to provide that he may be substituted during his absence by
another Committee member, chosen in accordance with simple internal regulations,
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40, As has already been mentioned, the Panel experts do their principal work
as members of the varlous ad hoc committees. As a result, their functions on the Com-
mittee of Nine are those that must be assumed by experts evaluating a national pro-
gram, rather than those that, according to this report, are considered as the direct
responsibility of this Committee. Therefore, before making a general evaluaton of
the nature of the Committee's work, it seems necessary to examine the ad hoc com~
mittees.

I THE AD HOC COMMITTEES

41, The Charter of Punta del Este defines the responsibility and work of the
ad hoc committees in Title II, ChapterV, paragraphs 4 and 5 and part of paragraph 7,
in the following terms:

4. The committee will study the development programs, exchange
opinions with the interested government as to possible modifi-
cations and, with the consent of the government, report its
conclusions to the Inter-American Development Bank, and to
other governments and {nstitutions that may be prepared to ex-
tend external financial and technical assistance in connection
with the execution of the program.,

S. In considering a development program presented to it, the ad
hoc committee will examine the consistency of the program
with the principles of the Act of Bogota and of this Charter,
taking into account the elements in the Appendix.

7. [.../ The ad hoc committee shall not interfere with the right
of each government to formulate its own goals, priorities, and
reforms in its national development programs.
The recommendations of the ad hoc committee will b2 of great
importance in determining the distribution of public funds under
the Alllance for Progress which contribute to the external financ-
ing of such programs....

42, From the foregoing citation, it may be inferred that the responsibilities of
the ad hoc committee are basically two: a. to evaluate development programs and, in
the light of such study, to make recommendations leading to their execution; ard b, to
make known their conclusions to the financing entities and to the governments of
capital-exporting countries that could give financial and technical assistance to the
programs. In the opinion of the Committee of Nine, there is a third responsibility
implicit in the Charter: that of seeking to bring about a certain coordination among
the national development programs of various countries, especially with reference to
the problems of regional economic integration and the defense of basic products, in-
asmuch as the very objective of the Alliance is "a great cooperative effort to acceler-
ate the economic and social development of the participating countries."

43, In evaluating the plan submitted to it, from the standpoint of its capacity
to promote the country's development, the validity of its economic and soctal objec-
tives, the extent of the national effort, and the consistency of the measures proposed
for carrying it out, the ad hoc committee should be completely impartial, basing its
judgment on the standards and general principles established in the Charter of Punta
del Este (taking into account the objectives set forth in Title I and the elements of
the program enumerated in the Appendix of Title II), on those of the Act of Bogota, and
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on the general criteria adopted by the Committee of Nine, insofar as they may be
helpful. The final recommendations of the ad hoc committee, which are presented in
a confidential report to the government of the country requesting the evaluation are
an expression of the committee's opinion of the program and of the way it should be
carried out,

44, In fulfilling this responsibility, the ad hoc committee, as has already
been indicated, acts as an impartial tribunal. Its members, chosen exclusively for
their personal competence and experience, must act with complete independence with
reference to the country requesting the evaluation and the institutions or countries
that might participate in carrying out the commiitee's recommendations. None of the
parties involved is obliged to request a decision, accept it, or comply with it, But
the procedure can be successful only if, once the evaluation is completed, the rec-
ommendations made (provided that these are reasonably sound) are accepted and put
into practice, both by the country presenting the plan and by the institutions and
governments interested in contributing to its financing.

45. When an ad hoc committee performs the second function recognized by the
Charter, that is, when it presents the conclusions of its study to the financing entities
and the governments of capital-exporting countries so that they may decide as to their
participation in the financial or technical assistance needed to carry the program for-
ward, its character is somewhat different. In this stage, the ad hoc committee coop-~
erates with the interested government, if it so requests, in obtaining the external

help required. In so doing, however, the committee has the moral obligation to see
that this aid is properly used, in line with the aims that justified obtaining it, It

also has this moral obligation when (as will be most frequently the case), on the basis
of its recommendations and with the consent of the country concerned, a financial in-
stitution, such as the Inter-American Development or the International Bank, assumes
the responsibility of acting as the country's financial agent and requests the commit-
tee's cooperation in this respect.

46, Finally, as already pointed out, a third responsibility implicit in study-
ing the different national development programs is that of seeking and recommending
ways to coordinate them, This responsibility derives not only from the fact that the
Alllance is a cooperative and multilateral effort for the development of the countries
of the region, but also from the importance that the Charter itself attaches to regional
integration as being one of the most important instruments for accelerating progress.,
It is easy to understand that this responsibility of coordinating development programs
cannot be exercised separately by each ad hoc committee, whose action must to a
certain extent be limited to the program assigned to it for study and might not coin-
cide in time with that of other ad hoc committees. Thus the responsibility for coordi-
nation largely belongs to the experts from the Panel assigned to the respective ad hoc
committees. This means that the coordinating action can be carried out effectively
only by the Committee of Nine, which is aware of the problems of all the countries
requesting the evaluation of their programs. In turn, this makes possible common rec-
ommendations involving collective efforts or decisions by two or more countries.

47. The triple responsibility of the ad hoc committees, as set forth in the
foregoing paragraphs, determines some of the characteristics of their formation and
the nature of their functions and powers, as well as certain ones that should be con-
sidered as belonging to the Committee of Nine, in addition to those already treated in
previous sections.
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48, From this description of the different responsibilities of an ad hoc com-
mittee, it is obvious that its activities cover a far longer period of time than was orig-
inally foreseen. Indeed, apart from the time required merely to form a committee, the
complete evaluation of a good program is to take an estimated minimum of four months,
If to this {s added its ensuing collaboration in negotiations for external assistance,
which in the light of present experience takes several months, the work of the ad hoc
committee is actually of long duration. This does not take into account the fact that
the committee might later be asked to follow up on the way that its recommendations
have been applied and to express opinions on important changes that may be required
by a program already approved and in the course of execution,

49, It has become evident that, because of the lengthiness of this work, it

is rare to find suitably competent, influential people who have the time to take on

the responsibilities entailed. Consequently, although the contribution that such indi-
viduals can make to the activities of an ad hoc committee is of high intellectual value,
it suffers from lack of continuity, since it is impossible, at any given moment, to
count on these persons for advice on the delicate matters involved in making a fair
judgment of the elements of a program and on those related to the application of the
committee's recommendations,

50, Furthermore, the establishment of an ad hoc committee also suffers from
the delay in finding two or three persons with the required qualifications, who are
also acceptable to the government in question, and to the Secretary General of the
OAS, and who are available for a reasonable minimum period of time covered by the
work of the committee. In practice, the organization of an ad hoc committee {n ac-
cordance with the system in force is done only by making many concessions regard-
ing strict compliance with its obligations.

S1, For these reasons, and on the basis of the experience acquired to date,
the Committee of Nine feels that a new procedure should be so ught to eliminate the
undesirable features pointed out in this report, Among other things, consideration
could be given to the formation of ad hoc committees made up of three experts from
the Panel plus a representative of the country who might or might not, according to
what seems advisable, participate with the right of voice and vote. The selection of
the experts of the Panel would be made in conformity with the provisions of the Char-
ter, but with special consideration given to the opinion of the Committee of Nine,
The Committee bases this suggestion on the need to make proper use of the time and
of the personal abilities and experience of each of the Panel members, Undoubtedly,
other similar solutions could be suggested that would also make possible the creation
of more effective evaluation machinery, better prepared to comply with the responsi-
bilities assigned by the Charter, and would provide greater coordination of action
and more continuity In future studies of development programs.

52, In order that the financial assistance required to carry out an ad hoc com-
mittee's recommendations may be obtained under the most advantageous terms and in
the shortest time possible, the committee should be able not only to consult with the
authorities and the interested parties in a given country, but also to hold exploratory
conversations with the principal international financing institutions, and especially
with those most closely connected with the Alliance for Progress program. In the opin-
lon of the Committee of Nine, it 'vould be of great advantage for the governments to
consider the possibility of authorizing the ad hoc committees to duly inform certain
entities of the nature of the studies being carried out, the kind of problems presented,
and the amount and composition of the financial assistance thought to be required
annually. In other words, in order to obtain the financial help the country needs, it
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should be possible to hold preliminary conversations that will give an idea of the pros-
pects for solving the problems in question., Such action would appreciably reduce the
periods of negotiation subsequent to the committee's report and would permit the pro-
grams and recommendations to be better adapted to existing conditions.

53. Also so that the work of the ad hoc committees may be carried out under the
best circumstances possible, both the governments submitting plans for evaluation,
and the members of the committees must be assured that the latter's recommendations
will be duly considered when the proposed financial aid is decided upon. Although
this {s a matter to which the Committee of Nine wishes to return later, in its analysis
of the Alliance, it seems useful to recall here that, i{n some of their statements, high
officials of the United States Government have attributed great importance to the
recommendations of the ad hoc committees in decisions to grant a country the aid
required for its development. ' In order to be effective, the moral support given to the
committees' recommendations must be backed up by specific action of sufficient im-
portance and impact.

54, This would be the best way of convincing the Latin American peoples that
the conditions for obtaining help for accelerating economic and social development
and the measures for doing so are determined by the careful studies made by a group
of experts who, in the majority, are Latin Americans. Also, such acts would effec-
tively assure the possible creditors (international agencies, the United States, and
Europe)that the proposed program is suited to its objectives and that it is not merely

a case of obtalning emergency aid to temporarily alleviate the existing situation in the
countries, nor of maintaining internal political situations, and postponing, by suc-
cessive emergency measures, the needed -- albeit difficult -- structural changes re-
quired to accelerate economic and social progress,

SS. Tne explanation made of the manner in which the ad hoc committees
should exercise their responsibilities, shows that changes such as those proposed in
this section are advisable., Also, practical experience shows the need for maintain-
ing a much closer tie between the ad hoc committees and the Committee of Nine.
Thus, the latter would be the principal instrument in working outi a policy of evaluation
and coordination of national development programs, without jeopardizing the collabo-
ration which, as a consultative body, it could lend the various agencies having a
direct part in the Alliance for Progress, if this was deemed advisable.

III DEVELOPMENT PLANS

S6. The preparation of national programs of economic and social development

is established as a basicrequisite by the Charter of Punta del Este and recognized as
such by the signatory countries. Furthermore, it can be said that the preparation and
execution of a development program is a necessary condition for obtaining technical
and financial aid within the terms of the Alliance for Progress. 6/ These plans should
be drawn up to include at least the points established in the Charter and may or may
not be submitted for evaluation by an ad hoc committee, according to each govern-
ment's decision. It should be remembered, however, that the Charter itself points

5. Among others, the speech of President Kennedy on the first anniversary of the United States pro-
posd for the establishment of the Alliance for Progress (March 13, 1962) and the statementof the Sec-
retary of the Treasury, Douglas Dillon, at the meeting of the Governors of the IDB (4pnil 25, 1962).

6 See especially Tide Il, Chapters I, Il, and IV, of the Charter of Punta del Este.
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out that “the recommendations of the ad hoc committee will be of great importance in
determining the distribution of public funds under the Alliance for Progress which con-
tribute to the external financing of such programs,"Z

57, It 1s appropriate to recall here some of the views set forth in the report
of the group of experts on planning for economic and soclal development in Latin
America, presented to the meeting at Punta del Este: " Development planning refers to
systematic efforts by governments to speed up and channel the process of economic
and social devélopment into predetermined directions and toward quantitative goals,
It involves a deliberate choice of objectives, the design of policles and programs,
and the allocation of necessary resources. It sets up a framework for action which
permits the government to fit public projects and activities, as well as the activities
of the private sector, into a systematic pattern that maximizes the chances of making
rapid economic and soclial progress." §f

58, As Indicated in paragraph 17, the Committee of Nine feels it is still too
early to establish more precise and detailed gudelines and standards than those indi-
cated in the Appendix to Title II of the Charter of Punta del Este, with regard to the
content and form of the programs to be presented for consideration by an ad hoc com~
mittee. The experience so far gained makes it recommendable merely to call attention
to certain principles, to indicate a few defects, and to note a few ideas that may

give a broader or clearer view of what the Committee of Nine coasiders to be a nation-
al program adapted to the principles and coacepts of the Charter.,

59, In recent months, at different times, the question has been raised as to
whether a plan could be conceived simply as a strategy of development. In other
words, would it be enough for a country to have balanced and sensible fiscal, mone-
tary, forelgn-trade and other policies, directed toward its economic development?

In the judgment of the Committee of Nine, this would not fully answer the require-
ments of the Charter, since it would not give a realistic picture of the possibilities
of reaching the spacific goals proposed therein. Moreover, it has been shown by
economic theory and the most recent practical experience that monetary, fiscal, and
trade policies alone do not furnish a sufficient basis for determining the quantity,
distribution, and timing of public investments, or the incentives and restrictions
needed to orient the private sector's contribution to the development effort, It is
essential to clearly define which sectors should grow and at whatwrates, in order to
effectively achieve determined economic and social objectives. A general develop-
ment strategy could be a basis for obtaining external cooperation under the Alliance,
if it were complemented by a number of specific investment projects meeting the con=~
ditions of that strategy and, thus, were to constitute, to a certain extent, the mini-
mum basis of a short-term program.

60. The Committee of Nine holds that, although the Charter refers to national
development programs, it is quite conceivable - and indeed it should be so interpre-
ted - that regional development programs should also be included within the frame-
work of the Alllance. This interpretation should be Umited only as follows: a, the
size of the region should justify its separate treatment; b. the region should be capa-
ble of consideration as an economic unit: c. the reglonal program should be an over-
all one; and d. the regional program should meet the economic and social objectives
established in the Charter. In these cases, the Committee of Nine would recommend

72 Tidell, Chapter V', paragraph 7, subparagraph 3, of the Charter of Punta del Este.
8. Cf. OEA/Serll/X.1/ES~ RE — Doc. 4, page 9, Chapter lll, paragraph 1.

n



applying the same standards of evaluation as are applied to national plans, save that,
in evaluating the measure of domestic effort and the advisable structural changes,
consideration should be given to the fact that the region is part of a broader geo-
graphic and political unit, with economic characteristics and legal and other limita-
tions that must be taken into account.

61. While the Committee of Nine has no doubts as to the possibility of
evaluating regional programs with the characteristics described, it believes, on the
other hand, that consideration of isolated sectorial plans falls outside its sphere of
competence. Such sectorial plans - which should in any case be prepared as part

of over-all programming - can only be conceived as complex projects within a broad-
er framework. If they were studied separately, no satisfactory conclusions could

be reached with reference to the aims set forth in the Charter.

62. Furthermore, although this is not specifically stated in the Charter, the
coordination of the plans of two or more countries within a scheme of economic
integration should be handled in accordance with the guidelines for national plans
established in the Charter. The Committee of Nine believes that sectorial programs
of this nature might also be presented and that they should receive preferential
treatment with reference to study and in the matter of granting them the aid they may
require. This would make it advisable for the Committee of Nine to take part in such
important matters as those referred to in Title 111, paragraphs 6, 7, 8, 1l and 12 of
the Charter. The Committee's action might take the form of of promoting projects of
this nature in countries whose national plans are beina considered by the ad hoc
committees, or of examining specific projects that may be presented by the Inter-
American Specialized Organizations within the framework of the Alliance for Progress.

63. As pointed out at the meetings in Santiago, Chlle,g/ the Committee of
Nine believes that plans presented by countries to an ad hoc committee may be short
(2 years), medium (4 or S years), or long term. As it stated at those meetings, how-
ever, the Committee believes that even short-term plans should be comprised within
a general framework of long-term objectives, which defines the desired development
policy to be followed. On that occasion, the short-term plan was defined as being,
to a certain extent, the action to be taken immediately under a long-term plan.

64, Although the Committee's experience up to now is too inadequate to
permit drawing conclusions, it seems advisable to emphasize that in view of the
scarcity of technical resources and statistical and economic information available in
the Latin American countries, of the uncertainty of foreign markets, and of the lack
of a sufficient number of specific projects, there is no practical value in formulating
programs of eight to ten years or more, save to establish guidelines for development
and aims for the immediate future. Although it {s natural that the shorter the term of
the program the more specific should be the projects to be undertaken, even the
minimum of specifics required for a long~term program is, in general, outside the
normal possibilities of an underdeveloped country. Fortunately, there are only a few
projects, in certain sectors, requiring decisfons many years in advance. Neverthe-
less, certain decisions made today may influence others on investments to be made

9. See the already—cited Ref. Doc, 1, Appendix lll (OEA/Ser.}/X. 3).
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in subsequent years. In particular, massive, permanent works and installations,
representing basic social capital, which cannot be undertaken piecemeal, require
long-term rather than short-term decisions. Taking into account the foregoing
considerations, it would seem advisable to concentrate planning efforts on medium-
term programs, particularly if their development be viewed as a continuing process.

65. For the reasons indicated in the preceding paragraph, some of the devel-
opment programs that the Latin Anierican countries are at present in a position to
prepare are frames of reference deflning the strategy and aims of development, rather
than detailed investment plans drawn up with the detail proper to a work in progress
or policies fixed in all their aspects. The criticisms made in this respect are
justified in that they state a fact, but they are unjustified in that they fail to recog-
nize that this {nitial approach to the problem may be useful, and that even a defec-
tive program can make an immediate improvement in public investments and in the
policy of stimulating or restricting the private sector. To repudiate present programs
for deficiencies due to their having begun with insufficient information and facilities
would mean to postpone action indefinitely, or to weaken action that can be greatly
improved within a few years, if an effective and vigorous effort {s made in this
direction. The ad hoc committees and the Committee of Nine have been completely
aware of these difficulties and have tried in their recommendations to reduce to a
minimum the requirements made of a program for it to be considered as such, since
they are convinced that if the process is indeed made continuous, as it must be,

the deficiencies will tend to disappear.

66. The lack of a small number of key activities upon which practical effort
might be concentrated during the earliest years of the plan is perhaps a widespread
defect in the programs. In the majority of cases, statements on strategy are too
generalized to be translated into positive activities; rather, they give rise to a rapid
multiplication of activities, which, owing to the limited funds available, are hard to
put into practice. This problem becomes the more acute if one takes into account
that perhaps the chief weakness in the national plans is the lack of a sufficient
number of specific projects, studied as to their tzchnical viability and economic
validity, which make it practically possible to achieve the goals proposed in the
program within the period for which it was planned, or at least during its first years.
Once the program and its external financing have been approved, these specific
projects in a development program are the ones that permit putting the program {nto
effect immediately. Much credit has been granted during the last several vears;
however, only an insignificant amount of it has been used, and only a small fraction
has even been committed. The concept of what a project is, of what constitutes a
true study of its technical viability and a clear justification of its economic and
soclal priority, should immediately be classified as among the most important
national decisions.

67. This defect, serious as it is in the public sector, since it is the direct
responsibility of the government that presents the plan and of the planning organiza-
tions that draw it up, is even more serious in the private sector. In the programs,
the private sector is assigned a role In investment and in the increase of the national
product, which in a very short time should be greater than it has been in the years
immediately preceding. This is impossible if conditions appropriate for an increase
in savings in the private sector are not created, and If there is not available a suffi-
cient number of projects, concordant with the aims and possibilities of the program,
which may be undertaken immediately.
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68. One of the most important factors that might explain this possible discrep-
ancy between what is expected of the private sector and what it is effectively
capable of doing is the small part it takes in drawing up the plans in whose execu-
tion it is supposed to share. In the reports they have made to date, the ad hoc
committees have emphasized that it is urgently necessary for all national forces to
participate in the formulation of development programs, in order better to adapt them
to actual possibilities and to create greater responsibilities in the later stage of their
execution. The Committee of Nine realizes that in many respects this recommendation
may seem academic, {f one considers the weakness of the organizations through which
public opinion in our countries is expressed on these matters. It belleves however,
that there is always a minimum number of activities to which the recommendation may
be applied. The problem of development must be the concern of the whole nation,

and its solution must be undertaken on a broad basis; in other words, every sector
must feel responsible for concelving and carrying out the program.

69. The very fact that the cooperation of all the sectors of the country is
being sought in the formulation of the national program eliminates the argument of
those who choose to view the planning idea as one representing a totally directed or
soclalistic economy. The Charter accepts the idea of programming as an effective
instrument for development but makes no reference to matters of political ideology or
economic theory beyond a formal one regarding democratic principles. In this demo-
cratic programming, the means of orienting the private sector are based on informa-
tion given to private businessmen regarding the market possibilities afforded by an
increase in income and on a general policy of incentives and restrictions. The appro-
priate balance between public and private investments cannot be determined for all
countries on the same basis; an ad hoc committee, therefore, can only express an
opinion as to whether or not a national program appears properly balanced in the
light of the several countries' political, economic, and social conditions.

IV. CRITERIA FOR EVALUATION

70. It has already been pointed out in Section II of this Second Part that, in
evaluating a program, the duties of the members of an ad hoc committee are similar

to those of judges, in that they must impartially and equitably apply general principles
to particular cases. Their function is not to legislate, but like judges, when they
apply the standars of the Charter of Punta del Este in their evaluation of specific
cases, they will be establishing precedents.

71, In Title I, the Charter establishes the aims of the Alliance for Progress
and, consequently, the aims of a national development program. It also establishes
the general standards that should be applied in evaluating the program. These form
part of the principles of the Act of Bogota and of the Charter, and figure particularly
in the Appendix to Title II of the latter. Naturally, these standards are either very
general, and may therefore be broadly interpreted by the evaluators applying them, or
they are merely descriptive of what it is hoped the elements of a program may be. It
does not seem possible to draw up a theoretical list of exact standards of evaluation,
since this might limit the freedom of the governments to decide on these matters,

10. The Charter says: “The ad hoc committee shall not interfere with the right of each govemment
to formulate its oun goals, priorities, and reforms in its national development programs.® (Tide I,
Chapter V, paragraph 7).
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and also such standards might easily prove to be inapplicable in the particular cases
of certain countries. On the other hand, in the opinion of the Committee of Nine, it
seems necessary to clarify here some important rules of interpretation that the
Committee's own experience or the criticism and comment of others have shown to be
essential. This document, however, does not pretend to be an exhaustive study of
the matter; the Committee of Nine will deal with it more fully when it has accumu-
lated more experience.

a. Economic growth and social progress

72. As mentioned in the Introduction, during the 19th Century there was first
an accumulation of capital, after which came a process of distribution of income
aimed at achieving effective social progress. Nowadays, it is felt that economic
and social development can and should be synchronized. This is the fundamental
principle of the Alliance for Progress. The Charter of Punta del Este establishes that
national programs should simultaneously further economic growth and soclal progress,
in order to attain ambitious goals in both fields during this decade. Naturally, this is
based on a maximum effort by the countries in the mobilization of domestic resources
and on timely external aid in amounts and under conditions suitable for the achieve-
ment of the proposed goals. The task is not easy, a fact that the Committee has
substantiated {n analyzing the first programs.

73. The growth of income, at a sustained annual per capita rate of 2.5 percent
over a ten year period is in itself a difficult goal to reach, although the rate repre-
sents an average during the decade and does not necessarily have to be attained every
year, even at the beginning of the perfod. This implies a considerable increase in
total investment and, as a consequence, a substantial increase in saving, which in
many cases it would be difficult - although not impossible - to couple with a better
distribution of income and a simultaneous rise in living standards. Given the Ine-
quality in the distribution of income prevalent in the majority of Latin American
countries, it Is necessary to seek formulas that will diminish this inequality without
detriment to appropriate economic growth. In order to appreciate the effort required

to reach the planned rate of growth, it should be remembered that, in the 1950-60
perfod, only three Latin American countries were able to increase their per capita
income to an average of more than 2 percent a year, and that in the five year period
1957-61, the total gross domestic product of the Latin American area, takan as a
whole, increased at a rate of only 3.8 percent a year - an annual growth in per capita
income of scarcely 1.2 percent.

74. The difficulty of reaching this goal is accentuated even more if one
considers the need for greatly expanding and improving social benefits, in order to
attain the objectives that the Charter establishes for the first decade of the Alliance
for Progress. To do this, investments are required In the social field that are relative
ly unproductive in proportion to the capital employed and that, at the same time,
give rise to added current expenditures that diminish savings capacity.

75. The Committee of Nine has given particular attention to such complex
and difficult problems as the proper balance between social and economic invest-
ments, between better distribution of income and encouragement of private savings,
and between maximum income and maximum employment. Considerable effort is
required on the part of directors and planners to make decisions that will result in a
proper balance between the proposed economic and social goals. The Committee
wishes to state that, in its opinion, even though some countries in their present
more advanced stage of development may be able to achieve all the objectives
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proposed in the Charter simultaneously, the failure to do so does not render a program
unacceptable, provided that the ad hoc committee is reasonably convinced that the
country is making its best effort under the circumstances and that it would be impos-
sible to exceed the less ambitious goals proposed in the program without intolerable
sacrifice for the people.

76. If resources are insufficient to cover simultaneously investment in the
economic and social fields in order to reach the goals set forth in the Charter, the
Committee does not believe that social investment should be undertaken only with
what is left after economic investments have been made that will assure an annual
per capita rate of income growth of 2.5 percent. The Committee believes that a
careful estimate of social investments should be made, seeking in any event a volume
sufficiently large so that the new benefits attained will increase proportionally more
than the growth of the population.

.

77. The earmarking of an important amount of resources for social invest-
ments that by their nature will generally result in increased consumer spending
makes it more difficult to insure an increasing supply of resources for economic
investments, especially if the low income level of the majority of Latin American
countries is taken into account. This problem, however, should not be resolved by
postponing the satisfaction of social needs without first making a maximum national
effort, through a suitable policy of taxation and incentives, to channel toward econo-
mic investment resources used for superfluous consumption, investments in luxuries,
and other purposes that are not in the national interest. Only after this national
effort {s exhausted and an estimate made of possible external aid should priorities
between economic and social investments be established.

78. It should be pointed out that, as a complement to domestic efforts, exter-
nal aid will have to play an important role in accelerating economic and social prog-
ress. This is in keeping with the principle of the Charter that excessive burdens
should not be imposed on the people to achieve the rapid accumulation of capital, as
was done under 19th-century capitalism and as is being done again today under com-
munism. In this connection, the Committee feels that reports on the programs of
countries that are making a maximum internal effort but still require additional resour-
ces to achieve acceptable goals in the social field should include a special recom-
mendation to the effect that the aid given to them for this purpose should not burden
the economy over and above the limit established as a maximum.

b. Breadth, scope and degree of the specification of a plan

79. As planning is still in the embryonic stage in the majority of Latin Amer-
ican countries, it is to be expected and experience has proved, that many of the
plans presented will exhibit noticeable gaps, making for grave doubts as to whether
or not they can be accepted as true plans and whether the Committee should proceed
to evaluate them. When can a plan presented by a country be called a national pro-
gram? Only when it fully complies with all the requirements set forth in the Appendix
to Title Il of the Charter? To what degree are investment programs in a variety of
economic sectors acceptable, even when they fail to present a sufficient number of
specific projects, with satisfactory studies of their viability and a clear demonstra-
tion of their priority over other possible projects?

80. The Committee of Nine does not pretend to seek perfection in the first
programs presented by the countries, as this is outside of present possibilities.
Even when the programs studied do not fulfill all technical requirements, the Committee
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feels that it should use broad standards in accepting them. The essential qualifying
factor should be the possibility offered by the aggregate of measures proposed to
effectively stimulate and guide the economic growth of the nation in the near future
and to provide a general outline or master plan under which specific projects will be
prepared or completed and measures of economic policy put into practice. The recom-
mendations of the ad hoc committee should lead a country to be able at a later date
to present a program that more effectively complies with the requirements declared
necessary by the Charter in this respect.

8l. Even with this liberal acceptance of what is to be defined as a program,
it must be made clear that even though a program has to consist of projects that will
make materfal achievement of the program possible, a group of isolated projects, no
matter how well studied, do not necessarily constitute a program. Actually, it is the
program that determines the types of projects to be carried out at a given time, and
not the projects that determine the development program.

¢c. Structural reforms

82, The obligation to carry out necessary structural reforms in each country

has possibly been one of the greatest points of controversy in Latin American public
opinfon. It has been insisted that these reforms are a prerequisite to the granting of
any aid within the terms of the Alllance for Progress.

83. The Committee of Nine does not consider that structural reforms are a
prerequisite. The same opinion has often been expressed by high U.S. officials.
Such reforms are an integral part of the national programs; they are important measures
that should be incorporated in the programs. The reforms are not prerequisites for
external aid; they are a necessary condition for the aid to produce effective results.
The ad hoc committee that evaluates a program must know and realistically judge the
will that exists in @ country to carry out the necessary reforms, and it must determine
to what degree the legislative and administrative measures under consideration are
adapted to prevailing conditions and proposed objectives.The enactment of the reforms
that a government promises to carry out and on which an ad hoc committee bases its
recommendations is part of the machinery called for in the Charter of Punta del Este
and is thereby an obligation emanating from an international statute. Non-compliance
with promises of reform s likely to produce the same effects as usually result from
any other s{tuation of this nature.

84. This opinion is the more valid if it is remembered that the situation varies
from one country to another. The necessary reforms will have tobe approached accord
ing to the institutional organization, the socio-economic situation and the urgency
of attending to certain conditions existing at a particular time in each country; the
reforms will take shape in a different manner and at a different rate, according to the
nature of the domestic situation.

85. The Committee of Nine wishes to emphasize that the structural reforms
needed in a particular country are not necessarily all those contemplated by the
Charter, nor are they the only ones. latin American countries and public opinion have
centered their attention exclusively on two of the most important: land reform - gen-~
erally limited in the public's view to the problem of land tenure - and tax reform. The
fact is that the problem of reform is much more extensive, since in some countries
the lack of development capacity may stem from the fact that all the administrative
machinery i{s inadequate, or from the basic characteristics of the educational systems,
or from the structure of governmental or private enterprise,
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86. In the opinion of the Committee of Nine there is one reform essential to
the success of the Alliance: if there 1is a true desire to give national support to
development programs, it is necessary to aid in the organization of workers and to
assure them, in the best way possible, of being able to share in development activ-
itles and in their results. In this regard, the programs should make adequate provi-
sion for these basic forces to play a role in keeping with their importance to develop-
ment, both on the national and on the international level.

d. Domestic effort and external aid

87. Structural reforms suited to the particular conditions of each country con-
stitute a principal element of its domestic effort. The countries that signed the Charter
have agreed that programs should "be based on the principle of self help - as established
in the Act of Bogota - and on the maximum use of domestic resources, taking into
account the special conditions of each country."

88. The evaluation of the effort made by a country to mobilize additional
domestic resources is one of the more delicate and complex tasks of the respective
ad hoc committee., It seems only fair to expect that the closer a nation's domestic
effort comes to the maximum attainable for the simultaneous advancement of economic
development and social progress, the greater should be the external aid given to it.
One way of assessing domestic effort is by its acceptance and application of the
necessary reforms. Another is the adoption of a price and wage policy that, while
permitting increased consumption by low-income groups, prevents average per capita
consumption from growing at a rate higher than the increase in income, in order to
achieve adequate investment rates. Another fundamental expression of domestic effort
is the obtaining of revenue from high-income groups through a progressive tax system
and through limiting the consumption of luxury items,

89. The importance of this evaluation stems from the fact that it is directly
related to the total external aid required to implement the program. The Committee of
Nine believes that external aid should be based on domestic effort rather than on
variables such as population and income. The greater the domestic effort, the greater
will be the country's absorption capacity. Therefore, all measures tending to increase
domestic effort will be directly conducive to increasing the external aid that can be
effectively used to reach the goals considered as acceptable within the program., Ex-
ternal aid will be especially useful when it acts as a catalytic agent for multiplying
the domestic savings effort and mobilizing additional investments,

90. Considering that a substantial part of the domestic effort (frequently over
60 percent of the investment) {s made by the private sector, both national and foreign,
the measures required to induce its participation should be an important part of the
policy of the national development program, and the respective ad hoc committee will
have to pay particular attention to this.

11, Charter of Punta del Este, Title Il, Chapter I, paragraph 2,
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e, Some other important criteria

9l, In the plans analyzed so far, existing studies on the size and quality of
the work force available and that called for in the program are inadequate for estab-
lishing the criteria on which to base the selection of the most advisable investment
projects. And yet, one of the decisions of greatest importance in development policy
is that which forces a choice between “maximizing" production and "maximizing"
employment. This {s one of the most obvious conflicts between the economic and
the socfal. In an underdeveloped country it {s extremely difficult to choose the
correct solution and it seems impossible to establish a criterion of general validity.
In a long-range plan, however, guidelines for this purpose are absolutely indispensa-
ble {f the inequalities of income and of opportunities between the employed and the
unemployed, between the urban labor force and the rural, etc. , are to be reduced.

92. A similar concern and one that has a decisive effect on the quality of the
available labor force, especially for the future, is education. If the main purpose of
a modern society is to offer equality of opportunity more than equality of income, free
access to all levels of education is the most basic way to achieve such a purpose.
Generally, this is the field of social investment that should receive the greatest con-
sideration in development programs.

93. Throughout this study, there has been repeated mention of the importance
attached to regional integration as one of the most effective measures for accelerat-
ing economic growth. The Committee is of the opinion that particular preference
should be shown for those projects proposed by the countries as a part of theirnation-
al programs that are especially focused on regicnal integration. The Committee also
believes that special recommendations for preferential aid should be glven to trans-
portation projects that would reduce the cost of trade between the countries of the
area, as well as to communications projects that would facilitate relations between
those countries, and, in general, to all those that would tend to aid the advancement
of the common market or that would be significant as complementary efforts.

94, The adaptation of the administrative machinery to put the program into
operation should be an important element of each country's policy. The recommenda-
tions prepared in this respect should receive special attention, for {n most cases, the
successful execution of the program fundamentally depends upon the existence of suit-
able administrative machinery.

95. Finally, with regard to specific projects, the programs studied thus far
do not generally indicate the criteria for selecting alternative projects. Although this
is due in many cases to the scarcity of projects or to the need for eliminating exist-
ing bottlenecks, the Committee believes that these criteria should be established as
essential bases for evaluating the validity and feasibility of the programs. Such
matters, however, are concerned with the technique of planning and are outside the
scope of this report.
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V. CONTRIBUTIONS OF EXTERNAL CAPITAL AND TECHNICAL ASSISTANCE

96. The main purpose of an ad hoc committee is to evaluate a national devel-
opment program, to propose advisable changes within the limitations established by
the Charter of Punta del Este, and to make the recommendations needed to carry out
the program. The most important part of such recommendations is the determination
of the kind and amount of external resources required by the program. These resour-
ces refer on the one hand to technical assistance and, on the other, to the external
financing that the country needs in the form of investments, loans, and grants.

97. The importance of technical assistance in carrying a program forward is
evident. To appreciate the urgency in obtaining it,one needs only to keep in mind the
reforms that in some way require the cooperation of specialists who must frequently
come from the outside, and the necessity of preparing a sufficient number of specific
projects, which often cannot be done on schedule, even with all the technical ability
available in the country. Although the point is outside the scope of this report, it is
worth noting here that the problem of technical assistance is not so much a matter of
quantity as of the quality of service rendered.

98, Foreign private investments consist of those made both by firms and indi-
viduels. Private decisions to invest cannot truly be classifiedas "external financing"
in the ordinary sense of the expression within an aid framework. The amount of this
inve:stment will depend upon the characteristics of the country, its economic, political,
and social situation, the guarantees offered to private capital in general, and the
political climate in the Latin American area as a whole.

99, The balance of foreign fundsreaches the countries in the form of credits
and grants. The latter, which have a high social value, frequently represent a small
fraction of the needs of the respective program. The amount and the proportion of the
grants should not necessarily depend on the nature and yield of the individual projects
for which the aid is given, but rather on the requirements of the entire country program
and the capacity of the country to contract debts. When this determination is made,
the grants could then be assigned to social or other projects. These grants generally
have a considerable impact in such sectors as education, health, research, and others.
The promotion of aid in this respect should be sought within the Alliance, but it is
beyond the activities of the Committee of Nine.

100, In matters of external financing, the Act of Bogota and the Charter of Pun-
ta del Este decided on a radical departure from traditional methods. The changes can
be summarized in the following points:

i. Possibility of financing by programs and not in an isolated way, by
individual projects;

i1i. Possibility of obtaining more loans for longer terms and at lower
interest rates; and even of receiving subsidies, especially for social
investments;

1i1. Possibility of obtaining financing on flexible terms and conditions,
which would include the repayment of loans in national currency,
especially when this is advisable because of the balance-of-payments
situation; and loans to cover local expenses.

26



These new methods of financing should be analyzed separately, with reference to their
significance and to the existing operative instruments for developing them, along three
main lines: a. volume, b. continuity, and c. flexibility.

101. The extemal financing of a national development program can and must be
greater than the sum of foreign money needed to finance the individual projects of
which it {s composed. Development programs generally presuppose an increase inthe
total volume of investments over that which the country has been experiencing,
Through the so-called "multiplier effect", this increase in investment creates an in-
crease in national income and, consequently, in the total demand for goods and serv-
ices. Only one part of this increase in demand can be satisfied by domestic produc-
tion; the rest is usually covered by greater imports and less exports. This causes a
greater upset in the balance of payments than that caused by the outside factor of
additional investments. For this reason, external financing must cover not only the
direct external costs of the {nvestment program, but also the indirect extermal costs
and their secondary effect on the balance of payments. To meet this need, financing
agencies are following two courses: one is that of broadening the definition of exter-
nal costs to include the purchase of equipment and of intermediate goods produced in
the country; and the other, of financing the costs of a project in theirentirety, whether
they are external or internal, that is, financing not only the costs in foreign currency
but also those in local currency. In both ways, but more fully in the latter, external
loans allow the country to finance internal costs without resorting to credit expansion
and place at its disposal a temporary surplus of foreign exchange with which it can
finance additional imports (raw materials, fuels, work tools or supplies, etc.)result-
ing from the investment program.X<

102. Because of its continuity, among other things, program financing is fun-
damentally different from project financing. In the case of program financing, there
is no attempt to cope with an urgent situation (emergency credits) or to build certain
works whose ablility to yield a return has already been demostrated (financing of proj-
ects), but rather to carry out a sustained effort whose full value will be evident
when the program can be completely carried out. To do this, the countries, besides
making a great effort throughout the program, must create the legal machinery that
will permit giving continuity to financing from the public sector. At the same time,
it 1s undeniable that those who have committed themselves to contributing the external
ald required, must also give assurance that such collaboration will continue through-
out the time that the program is in operation.

12. These principles have been recognized in theory and somedimes in practice. As an example, on
page 10 of the Fifth Annual Report of the International Bank for Reconstruction and Development, 1949-
50, the following statement i s made: “The Bank recognizes that a country may be in a position where its
domestic savings are reasonably fully employed in productive investment and where the most advaria
geous kind of additional investment for it to make would be in such projects as roads, irmigation or hous-
ing which call principally for expenditure in domestic currency. If this investment is likely to lead in a
few years to a correspondingly higher level of domestic savings, the provision of foreign exchange to
finance the indirect foreign exchange requiremtnes would serve to tide the country over the period of ex
pansion without inflation. Prouded that the expansion of investment actvity is in line with the naturd
grouth of the country and does not cause undue strain in particul ar sectors of its economy, loan fr this
purpose would generally be justifiable.”
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103. Since almost all of the countries in the area have serious foreign exchange
problems, most of the credits available in the next few years should be granted through
a reasonable combination of conventional terms and "soft" loans, so that the debt
service does not exceed the capacity of each country. If financial aid is granted by
a group of institutions and countries, the different kinds of credits should be suitably
distributed among them, with no assumption that all of the "soft" loans should come
from only one source.

104. Although Allfance funds should be used to finance programs only in ac-
cordance with the standards of volume, continuity, and flexibility described, it is
concefvable that for some time the agencies in charge of the Alliance will continue
considering financial aid for individual projects. Nevertheless, the Committe of Nine
is of the opinion that the agencies financing the Alliance should encourage the
countries to program their development and should give priority and even more flexible
terms to projects that are part of over-all plans. Thereby, the programming concept
will be strengthened and a distinction drawn between the countries that make this
effort and those that are reluctant to do so. Indeed, the Charter establishes that a
development program is an inescapable requirement., It should be noted that Public
Law 87-195 of September 120l authorized the President of the United States to make
loans for promoting the economic development cf the less developed countries and
emphasizes assistance for long-range plans and programs. This principle might also
be applied by other financtal institutions connected with the Alliance program.

10S. Financial aid provided in accordance with the new forms stipulated in the
Act of Bogota and {n the Charter of Punta del Este may encounter some problems in the
statutes of the international institutions, which fail to give specific authorization in

two principal matters:

1. Ability to make financial commitments for the length of the
programs, or at least, for several years; and

11. Ability to undertake over-all financing by programs and not
just by specific projects.

This situation may be due to the fact that the statutes of the financing agencies were
issued before the Charter of Punta del Este. The matter should therefore be looked
into with reference to such financing agencies as the Agency for International Devel-
opment, the Export-Import Bank, and other cooperating entities of the United States
Government, as well as the Inter-American Development Bank. Unless these difficul -
ties are overcome, {t will be impossible to obtain financing in the form required by the
development programs, and it will then be necessary to use {ntermediate less effec-
tive forms, or to continue the procedure of financing programs by selected, specific
projects, thereby impeding the broad use of financing based on the standars of flex-
ibility and continuity established in the Alliance.

106. With respect to the total amount of financing recommended by the ad hoc com-
mittees for the respective countries, it {s the opinfon of the Committee of Nine that
each recommendation should be based on the needs of the program evaluated, and
not on an estimate as to what portion of exterrnial aid required for the whole
Latin American area should be assigned to a particular program. The Committee's
opinion is based on the fact that the Charter proposes certain objectives, without
placing any limit on the external aid that might be required to achieve them.
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107. The figure qf 20 billion dollars mentioned in the Charter of Punta del Este
is only illustrative, Title II, Chapter I.4, says that "in support of well-conceived
programs, which include the necessary structural reforms and measures for the mobili-
zation of internal resources, (it will be necessary that) a supply of capital from all
external sources during the coming ten years of at least 20 billion dollars be made
available to the Latin American countries, with priority to the relatively less devel-
oped countries," Moreover, in Title II, Chapter IV.2, in order to supplement the
domestic efforts of the countries whose development programs establish self-help
measures and economic and social policies consistent with the goals and principles
of the Charter, the United States committed itself "to allocate resources which, along
with those anticipated from other external sources, will be of a scope and magnitude
adequate to realize the goals envisaged in this Charter."

108. Finally, the Latin American countries are known to feel strongly that the
operating machinery of the Government of the United States - principal contributor of
the foreign aid contemplated by the Alliance for Progress - is inadequate to handle the
practical administration of financial assistance that may be granted. Although the
orderly execution of a plan will obviously eliminate most of the difficulties involved
in processing emergency loans, which by nature are urgent, the Committee believes
that a careful examination of the matter should be made, both by the institutions
granting the aid and by the countries receiving it, in order to simplify administrative
regulations and lessen the difficulties. The Committee suggests that one way of
accomplishing this might be to give more power of decision to the AID missions in
each country. The Committee of Nine stands ready to cooperate in the study and
solution of this problem in whatever way is considered most advisable.
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PART III

THE ALLIANCE FOR PROGRESS: A GENERAL EVALUATION

I. IS THE ALLIANCE IN A STATE OF CRISIS ?

109, In the two preceding parts of this document, the work done by the Com
mittee of Nine and the various ad hoc committees so far established has been analized.
For this purpose, attention has been given to the organization and system of work
adopted, the defects and difficulties encountered, the weaknesses of the plans them-
selves, the principal criterla employed in evaluation, and the problems of external
financing for which solutions must rapidly be found. Necessary changes have also
been suggested in the organization and functions of the Committee of Nine and the ad
hoc committees, which, in accordancc with the experience already gained, would
better fit them to carry out efficiently the task assigned to them. But are the problems
facing the Alliance for Progress due solely to defects in that machinery? Clearly not.

110. Are there really many difficulties in the path of the Alllance for Prog-
ress? Reading the editorials in the most important newspapers of the hemisphere,
listening to the opinions expressed in the national congresses, judging from the com-
ments made by the responsible leaders of economic activities or enterprises in all the
countries, noting the scarcity of favorable expressions of public opinion in the hemi-
sphere, heeding the critical opinions expressed at the Conference on Tensions Af-
fecting Development in Latin America, held in Bahia, and, finally, considering the
skeptical or critical attitude taken by high government officials, one may well con-
clude that the Alliance for Progress is indeed encountering serious difficulties.

111, The Alllance for Progress was proposed by President Kennedy in March
1961. The Charter of Punta del Este was signed on August 17 of the same year, andthe
first administrative measures that brought it into being were adopted in December. The
Committee of Nine was officially installed at the end of February 1962. In other words,
the time spent for {nitiating a program of such complexity and scope was relativeiy
short. It is of interest, therefore, to ascertain whether the difficulties encountered
are only those inherent {n putting the program into operation and whether the criticisms
made are merely expressions of impatience. Those who participated in the Marshall
Plan recall the skepticism with which it was received in the United States, and which
continued even during the first few years of its execution. But this was not the case
in Europe: there, the action taken had the support of the governments, the political
leaders, private enterprise, and, what is more important, the people. That does not
seem to be the situation in Latin America today.

112, The Alliance for Progress has not yet had the political and psycolo-
gical impact that it should -- whether because the problems are extremely complex,
because the situations of the Latin American countries are more difficult than they
seem, because the program in itself does not have popular support, because external
aid has not been as quickly effective as hoped, or because the governments are not
in a position to fully carry out their obligations. In the face of this picture, an
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urgent question arises: Is the Alllance for Progress in a state of crisis? And if it is,
what caused {t, and how can {t be solved?

113, The Committee of Nine wishes to express an opinion on this matter
and to indicate the measures that it feels should be adopted. If, indeed, its opinion
is to be considered as a determining factor in the decisions made on external aid for
the Latin American area, its responsibility for the over-all success of the Allance for
Progress will also be very great. For this reason, the Committee considers it its du-
ty to point out what, in its judgment, has caused the present crisis, if it can be
called that, and to propose solutions. No attempt is made in this document, however,
to deal with the way the Alliance for Progress as such has developed in the various
countries in the area, or with the part that the various organs and organizations of
the inter-American system have been called upon to play in the work. These subjects
fall outside the scope of the Committee and are dealt with in the varlous reports being
presented to the IA-ECOSOC at its current meetings,

114, The Committee realizes that there Is an element of artificial and cal-
culated exaggeration {n this "crisis", The Alliance for Progress hurts powerful politi-
cal and economic interests, which have become aware of the transformations involved
in the principles and aims of the program much sooner than the masses of the people,
most of whom are poorly informed. These interests defend themselves by attacking
the Alllance. Some of these attacks come from the ultranationalistic and extreme
leftist groups that are opposed to pariicipation by the United States in the develop-
ment of the hemisphere, because they attribute to it aims of economic impertalism or
political pressure. Other attacks originate in conservative groups that, in addition
to seeing in the program a threat to their privileged positions, feel that a policy of
structural reforms brings with {t disturbances seriously affecting economic develop-
ment, and that the mere announcement of the policy will provoke withdrawal of na-
tional and foreign private {nvestments in the area. But whatever the origin of these
attacks and the artificlal causes that are exaggerating the "crisis" of the system,
there is no doubt that there {s a crisis to some degree, and it is essential to examine
the causes of it.

Il. THE POINT OF DEPARTURE

115. Once the imbalances that World War II produced in the area were over-
come, Latin America seemed to be starting a period of vigorous development, The re-
construction of the devastated countries and the readjustment of national economies,
even of the countries that did not directly suffer the effects of the war, resulted in

a growing demand for the exportable products of the Americas and a considerable im-
provement in prices. From 1950 to 1957, the gross domegstic product of Latin America
increased at a cumulative annual rate of 4.9 percent

116, About 1957, however, there was a severe drop in the prices of primary
products, which constitute the bulk of the exports of the countries in the region, The
terms of trade went down from a base index of 100 for the four-year period 1950-53 to
97 in the four-year period 1954-57 and to 84 in the period 1958-61. This deterioration

13. The economic statistics in this section have been prepared on the basis of the Economic and Social
Survey of Latin Americe, 1961, prepared by the OAS in cooperation uith ECLA; the Statistical Supplement
of ECLA’s Economic Bulletin for Latin America (November 1960 and November 1961); and the publica—
tion Intemational Financial Statistics.
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of the capacity to import weakened the region's economic growth to such an extent
that the gross domestic product increased at a rate of barely 3.8 percent, which

amounts to a per capita growth rate of only 1.2 percent. In several countries, the
reduction of the rate of growth was such that per capita income actually declined,

17, The feeble growth of the Latin American economy in the last five years
and the continuing population explosion have produced serious {inbalances, such as
widespread unemployment, a decline or insufficient rise in real wages, very little in-
crease in the purchasing power of the low and medium-income groups, and, in gener-
al, a lack of dynamism in development, which has aggravated the effect of the drop
in the prices of primary products, As a result, economic and social tensions have
become more acute, and this has been reflected in the marked instability of political
regimes in Latin America,

118, During the last few years there has also been a considerable decline
in the volume of foreign investments in all the countries, as a natural reaction to the
political and social instability and because of lack of interest on the part of foreign
capital in investing in operations producing raw materlals whose prices have been
falling, With this, the balance-of-payments deficits have become larger and there
has been a decline in the total volume of {investments, in which foreign savings --
in the form of net contribution -- had in some years been a positive factor. The in-
crease in certain lines of foreign credit has been completely insufficient to compen-
sate for the deterioration of the terms oir}de and the lessening of foreign contribu-
tions in the form of private investments

19, The Alliance for Progress Program has been drawn up as a solution to
the problem of Latin America's low level of development, at a time when the hemi-
sphere 1s undergoing one of its most severe economic crisis. This program, as it
has been conceived and accepted by the signatory countries, requires that the do-
mestic effort be {increased to the highest possible level, In practice, this means re-
forming structures that prove inadequate for the aims of the plan and establishing a
policy that will guarentee that this effort will be made, Naturally, it is very difficult
for the governments to gajn greater sacrifices by thelir peoples at a time when they
are undergoing economic difficulties.

120, In other words, the point of departure of the Alllance for Progress is
in itself the first obstacie. It is true that the {nitial stage of a national development
program requires a general viewpoint of "austerity, " but it also means more activity,
more and better employment opportunities, and so on. There is, however, a primary
political difficulty facing the governments with regard to doing their part in the
Alliance for Progress.

121, In large part, this political difficulty stems from a false representa-
tion of the Alllance. The program has been presented to the people, not in its true

14 The loss in the value of Latin American exports, because of the change between the prices prevail -
ing in the four—year period 1958~6] and those of 195053 is estimated, at roughly 1.5 billion dollars a
year. This figure is not intended as a quantitative measure of the crisis but rather as an illustration of
its importance, since it must be recognized that @ comparison with the maximum prices somewhat exag—
gerates the drop. The gross reserves of gold and foreign exchange fell between 1957 and 1961 by ap-
proximately one billion dollars, or 26 percent of the 1957 level.
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perspective as a multilateral cooperative effort, in which self-help plays the main
role, but as a vast plan for aid by the United States. The image thus created cannot
glve the people incentives for action and therefore cannot engender the public sup-
port to enable the governments to initiate activities tending to solve the problem.

Ill. THE ALLIANCE FOR PROGRESS AS A
SOLUTION TO THE PROBLEM OF UNDERDEVELOPMENT

122. In a certain respect, underdevelopment is an absolute concept.
Countries that cannot attain certain minimum levels of essential consumption and can-
not progress on their own are underdeveloped. In order to emetye from the stage of
"underdevelopment” a country must attain a level of income and a margin of savings
that will generate a cumulative and autonomous process of growth, with the country's
own resources, and which will proceed at a satisfactory rate, without sudden or
serious institutional disturbances. But, more than an absolute concept, underdevelop
ment is a relative one. The proof of this is the great variety of situations and cir-
cumstances found among the underdeveloped countries. So long as the process of
the developed nations, expressed in the rate of growth of per capita income, is great-
er than that of the underdeveloped nations, the latter will remain underdeveloped even
if their per capita income doubles or triples. At Punta del Este, It was estimated

that the minimum rate of sustained growth of income that would permit overcoming the
conditlon of underdevelopment was 2.5 percent per capita per year. The achievement
of this rate, which, in view of the low income level of the Latin American countries

in general, might seem a rather unambitious goal, would, in fact, be an ambitious
one if maintained for a long period, say for the next ten years.

123, To reach this goal, the Charter of Punta del Este proposes over-all
action on three mdin inter-related fronts (see paragraphs 31 and 32 of this document):

1. national economic and social development programs;
ii. economic integration; and
{if. defense of basic export products.

124. It is important to recall briefly the ailms pursued in each of these
fields and to examine the means of action that should be mobilized to achieve them.
It will thereby be possible to determine the reasons for the difficulties encountered
by the Alliance and for its slowness in getting underway.

125. In signing the Charter, the countries of the hemisphere signified their
agreement on a plan for over-all action to attack the problem of underdevelopment si-
multaneously on all the fronts indicated by the Latin Americans to be necessary. The
Charter is the embodiment of a Latin American aspiration. Its content is fundamen-
tally based on a report prepared by a group of experts named by the Organization of
American States in June 1961, but all of the basic points in it are similar to those pre-
sented and defended earlier by Latin American government officials and leaders.l

In this connection one must remember "Operation Pan America, " proposed by Presi-

15, *‘It would not be necessary to make a recapitulation of the origins of that movement. Not only are
they remote but they have roots in all our countries, whose chiefs of state, foreign ministers, or delega~
tes to meetings of the UN or the OAS have expressed themselves or adopted fimn position s in the same di~
rection of what is today called ‘Operation Pan American® (Doc. . OEA/Ser.X/13.1.1, *Operation Pan A~
merica and the Committee of 21°°).
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dent Kubitschek in August 1958, which contains almost all the principle elements of
the Alllance: the preservation of democracy, multilateral and long-term effort to over-
come underdevelopment, international financial and technical aid, the defense of bas-
ic products, encouragement of regional markets, fiscal and tax reforms, and so on.
Even earlier, at the Fourth Extraordinary Meeting of the Inter-American Economic and
Soclal Council, held at Quitandinha, Brazil, in November 1954, a document prepared
by the Secretariat of ECLA was submitted for consideration. This included, in addition
to a preliminary report by the secretariat itself, an interesting statement by a‘'group of
distinguished Latin Americans with basic ideas for the development of Latin America
in the fields of economic programming, external financing, defense of basic products,
and on the creation of an advisory group on economic development. This Is a valuable
forerunner of the principles and machinery adopted in the Charter of Punta del Este.l6

126. The Charter establishes the concept of planning as an instrument for
the development of national economies. The idea of such planning has been accepted
by Latin America, urged for many years by ECLA, and glven practical expression in
some countries in varying degree. In signing the Charter, the United States (which
had previously been reluctant to accept this ldea, possibly because of the success

of its own development without systematic planning of an over-all nature) recognized
the necessity of an orderly, balanced effort, with strict criterla for priorities in order
to speed the development of economies the resources of which are scarce, as s the
case of the Latin American countries.

127, The Alliance recognizes that, in order to mobilize the resources of
those countries, it is necessary to carry out structural and other reforms varying in
nature, scope, and urgency from country to country. Among these is agrarian reform,
which means an active policy of development of the land. Agriculture is the principle
means of livellhood for sixty percent of the population of the area, but its production
has shown a cumulative annual increase of only 2.4 percent during the last five-year
period (1957-61). There is a need for tax reform that will produce larger revenues and
a fairer distribution of the tax burden, in order to enable the public sector to make the
investments in infrastructure essential to development and to meet the most impera-
tive social requirements. Both quantitative and qualitative reform is called for in edu
cation, to make possible the education of the masses and the cultural and technical
training of people at all levels. In Latin America, approximately 45 percent of the
people over ten years of age are {lliterate, and our educational systems generally do
not provide what is needed for the development of a modern society. Reforms in labor
legislation, in the system of justice, and in education are prerequisites for equality
of opportunity, which is the principal incentive for development and the basis for a
democratic soclety. Administrative reform must fit the general machinery, institu-
tions, and procedures for new functions called for by the more rapid development that
{s sought,

128. These are basically Latin American ideas. It is Latin America's gov-
emment leaders, economists, soclologists, and thinkers who have pointed out the
obstacles to development created by certain present conditions. Some U.S. students
of Latin American affairs have also made observations on these points. But Latin

16. See the document entided *‘Intemational Cooperation in Latin American Development Policy,” Doe.
E/CN.12/359, United Nations, New York, 1954. The Latin American Group was composed of Messrs. E—~
duardo Frei (Chile), Evaristo Araiza (Mexico), Cleantho de Paiva Leite (BRAZIL), Carlos LLeras Res—~
trepo (Colombia), Rodrigo Facio (Costa Rica), and Francisco Gareia Olano (Argentina) The group also
had the technical aduisory serices of Jorge Sol Castellanos and Paul Rosenstein-Rodan.
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America is not used to seeing the United States as either a “revolutionary” or a "re-
former" in economic and social matters, even though many of these "revolutions" and
"reforms" have already been carried out in that country as a logical result of its his-
torical evolution. The "image" of the United States held by Latin Americans is some-
thing else, and is influenced by the past history of political and economic relations
between the United States, as a world and industrial power, and the Latin American
countries, as weak nations producing raw materials that are highly dependent on the
United States market. This is why the reform program of the Alllance, which has the
support of the United States, is looked upon with skepticism and incredulity by broad
sectors of the Latin American population,

129, For many years, Latin America has asked that investments for social
purposes also be considered in financial aid programs. For some time, technical
assistance has been received in this field, but it was only starting with the Act of
Bogota, signed in September 1960, that the countries of the hemisphere committed
themselves to act jointly for the simultaneous solution of economic and soclal prob-
lems. It was decided at Bogota that financial aid would also be made available to
deal with social problems and that the highest priority would be given to the satis-
faction of social needs, through tax reform, land distribution, and education, health,
and housing programs. The change of attitude on the part of the United States in this
regard began to be evident with its support for the creation of the Inter-American De-
velopment Bank and the channeling of some of the credits available for Latin America
through a regional agency in which, moreover, decisions are taken multilaterally.

130. The Charter recognizes as an economic goal an average annual cumu-
lative rate of growth in per capita income of 2.5 percent, over a period of ten years,
to be achieved simultaneously with a substancial improvement of social standards in
such fields as education, health, and housing. A considerable and sustained effort
is required to attain these goals. The gross domestic product would rise from 65
billion dollars in 1962-1—7/to 106 billion at the end of the decade, in 1971. The total
gross investment, very roughly estimated -- partly on the basis of the plans exam-
ined by the Committee ~- would reach a level of between 140 and 170 billion dollars.
This represents a considerable investment effort and must be substantially comple-
mented by foreign savings. The figure mentioned as a minimum contribution from all
external sources will undoubtedly be surpassed, to the extent that the Latin American
countries present solidly worked out development programs reflecting the size of the
domestic effort. But in any case, the statement that the principal responsibility for
the effort i1s and should be Latin America's still stands.

131. Under the terms of the Alliance for Frogress, the national economic
and soclal development programs may or may not be submitted for evaluation by an
ad hoc committee, as each country freely decides. However, if the Charter of Punta
del Este is interpreted according to the terms of its fundamental philosophy of cooper
ative effort in the pursuit of common objectives, and if the value of the operation of
the multllateral machinery within the Alliance is recogaized, it is not difficult to con
clude that examination of all the national programs by «d hoc committees is a desir-
able goal, consistent with the spirit and the basic philo:ophy of the Charter.

132, In any event, it is advisable to recall that examination and evaluation
of a national development program by a group of independent experts is also a Latin
American idea, It was first presented to the countries of the hemisphere for consider-

17, In tems of 1961 dollars.
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arition by the Latin American group mentioned on page 34 of this document in the re-

port that the secretariat of ECLA submitted to the Inter-American Economic and Social
Counctil at its meeting at Quitandinha in November 1954 ,18 Later, the idea was pro-
posed in the report prepared by the group of experts on development planningi—yhich
submitted the report that served as a basis for the Charter of Punta del Este.i3

133. The system proposed in the Charter, based on the Panel of Nine and

the ad hoc committees, was extensively analyzed in Parts I and II of this document,
But it {s important to point out here that the system of ad hoc committees, as it was
originally conceived -~ and as it could do still better if certain suggested changes

were made -- fulfills two additional purposes, namely:

{. By making external financial aid a cooperative and multi-
lateral effort, it eliminates or considerably reduces the
difficulties that accompany such aid when it is treated
as a bilateral arrangement between the ccuntry aided and
the United States, or between the country and certain fi-
nancial groups,

if. In examining each national program within the broader
framework of the needs and possibilities of the region
as a whole, the Committees achieve one more step to-
ward the essential objective of working together for the
development of a Latin American common market.

It is essentlal to emphasize that the concept of multilateral effort is perhaps the part
of the machinery whose improvement should interest the Latin American countries
most. More important than the multilateral organization itself is the multilateral atti-
tude or spirit that the Charter proposes. Actually, the present machinery should be
seen as one of "bilateral arrangements within the framework of a multilateral agree-
ment." But it would be essential for the countries to be able to feel and express
their collective responsibility for the success of the program, since the purposes of
the Alliance for Progress cannot be wholly fulfilled within the narrow framework of
one or a few countries of the hemisphere.

134. The inclusion in the Charter of the idea of economic integration as
"essential to accelerate the process of development in the Hemisphere ... (and) an
appropriate means for obtaining greater productivity through specialized and comple-
mentary industrial production which will, in turn, facilitate the attainment of greater
social benefits for the inhabitants of the various reglons of Latin America"z—o/is also
a fundamental step in the consolidation of Latin American ideas on the most efficient
way to achieve progress in the area.

135, For many years, the Latin American countries have been seeking bases
for regional economic integration. This movement began to take definite shape with

18, Op. cit. Recomendation No. 8 of the Latin American group, entitled: **Creation of an Economic De-
velopment Advisory Board”

19, Report of the Group of Experts on Planning for Economic and Social Development in Latin America,
OEA/Serll/X.1, ES—=RE-Doc.4, Rew, June 1961.

2. Charter of Punta del Este, Tide 11l
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the serles of studies and reports that led to the signing of the Central American Trea-
ty on Free Trade and Economic Integration in June 1958. This has been complemented
by other later important agreements that have made possible the establishment of the
legal and institutional bases for carrying out joint projects of general interest, in-
creasing intraregional trade, broadening the common market vis-a-vis other countries,
making progress in industrial integration, and advancing on the path to integral de-
velopment of the Central American {sthmus. Geographically, the broadest effort at
integration has been the creation of the Latin American Free Trade Association (Febru-
ary 1960). Even though the United States vigorously aided the formation of the Euro-
pean Common Market, it maintained a passive and hesitant positipn regarding the
first efforts toward integration of the Latin American republics.21 The recognition in
the Charter that "the broadening of markets will ... make possible the better use of
resources under the Alliance for Progress" is an admission of all the signatory coun-
trlies and particularly the United States, of the importance of action along those lines.

136. Finally, within the program of the Alliance for Progress, the Charter
provides for dealing with the permanent problem of the defense of the markets for, and
the prices of, Latin American's basic export products, and thereby it indirectly deals
with the problem of the frequent deterioration of the terms of trade with respect to the
developed countries of the world and the disequilibrium this produces in the balance
of payments. It is obvious that, so long as the economies of the Latin American coun
tries depend to a large extent on one or two basic export products, the supplementary
foreign savings that will be necessary to maintain a given rate of investment within

a development program will depend basically on the conditions prevailing with respect
to those products in the international markets. In a way, the possibility of carrying
out a national program depends much more on the anticipated knowledge of how for-
eign-exchange earnings will vary than on a high temporary level of export prices.22

137. It is easy to conclude, from this rapid review of the basic aspects of
the Alliance, that none of the earlies programs of international cooperation had stated
the problems afflicting Latin America more accurately or with greater understanding.
Nor had any of them approached the problem in such an all-inclusive way or included
among means of action so many solutions that incorporate the thinking of government
leaders and statesmen of Latin America. The objectives of the Alliance for Progress
respond to the most deeply felt needs of the people of Latin America. Nevertheless,
an atmosphere of criticism and difficulty, a feeling of frustration, and a sense of
"crisis" have grown up around {t. Why is this?

21. **At the same time, the United States, discarding historic attitudes and policies, vigorously support-
ed the development of common markets in Latin America in the belief that uider market potentials would
speed economic development and increase the credit worthiness of the pardcipating nations.”’(Milton
Eisenhower: The Alliance for Progress: Historic Roots.)

22. ““For this reason | have said on many occasions, and | here repeat, that for Colombia, as for tha ma—
jority of the Latin American countries, the greatest contribution that the Alliance for Progress can make
is the long—~term world coffee agreement. So long as that is not forthcoming, the aid given us, no matter
how generous, will not be a blood transfusion to vitalize our economy as was planned,but a mere tran—
quilizer to prevent complete collapse.” Jorge Mejia Palacios: Address given at the Third Annual Meet—
ing of the Board of Govemors of the IDB (April 1962)
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IV. CAUSES OF THE "CRISIS™ AND POSSIBLE SOLUTIONS THEREOF

a. Ignorance of the Latin American origins of the Alliance
and of its significance as a cooperative effort

138, The Latin American man in the street is at present of the opinion that
the Alliance for Progress {s a United States program. It is true that this program, un-
der the name of the Alllance for Progress, was presented to the countries of the inter-
American system, for their consideration, by President Kennedy's administration. But
all of its underlying philosophy, the principles and methods it brings into play, and
the goals it pursues constitute an integrated body of proposals, which in different
forms and on different occasions have been advanced by Latin Americans, and for
which their governments and leaders have fought for many years. The Alllance for
Progress is not a program imposed by the United States upon Latin America, but an
aggregate of Latin American ideas accepted by the United States.

139, Recognition of this fact in no way lessens the credit due President
Kennedy and his government for accepting these ideas and 3iving them their country's
support. On the contrary, it shows their sensttive perception of the hopes of the La-
tin American people. The United States has put its prestige behind the Alllance for
Progress, has assumed responsibility therefor, and has taken the initiative in obtain-
ing external support for the undertakings that it entails. This attitude of firm support
has paradoxically created the false image of the program as referred above.

140, The Alliance is not a foreign aid program of the type undertaken in be-
half of a country or area that has been ravaged by disaster. Neither is it a matter of
some countries giving and of others receiving. The Alliance for Progress purports to

be what its name indicates: an assoclation in which the members mobilize their re-

sources for accelerated progress. The Latin American countries are and must be the
principal actors in this program, and it {s essential that the people understand this to
be the case,

141, The Charter clearly establishes who must take the initiative and do the
most important work., The initiative is assigned to the Latin American countries.
which must draw up action programs and mobilize their national resources to the maxi
mum, and camry out the structural and other reforms that are advisable, according to
their several abilities and circumstances. There is an element of time in this nro-
gram, the possibility of shortening which lies essentially in the hands of those who
have the initiative. So long as the program is a cooperative effort, rather than anaid
program, no one can complain that he is not receiving the cooperation he deserves,
i1 he himself has not exerted some effort of his own, which, as has been indicated,
is the most important of all.

142, The lack of public support for the Alliance in Latin America -- support
which would help eliminate many of its difficulties in getting a start -- is largely

due to a misapprehension resulting from ignorance of the aims of the program. Many

of the problems faced by the Alliance stem from lack of information. At the same time,
the information given projects a false "image", based apparently on facts.

143, In spite of the fact that the Alliance is a program of Latin American

38



origin, and not one imposed by the United States, the people do not understand it so,
owing, in part, to the politically skillful, self-seeking presentation of it by extremist
parties. The Alliance for Progress program is represented as a political maneuvre of
the United States, identified with President Kennedy. The political leadership of the
program thus seems entirely one-sided and not located where it should be -- in the
Latin American leaders -- and where it would be if the governments and agencies of
the inter-American system were to put their prestige behind the program and thereby
effectively act as the entitlies chiefly responsible for its conduct.

144, The Alliance is not a bilateral aid program, decisions on which lie
solely in the hands of the United States. On the contrary, with regard to both its con
cept and the decisions for which it calls, it is a cooperative, multilateral effort, to
be carried out through the mechanisms established in the Charter of Punta del Este.
Indeed, the multilateral concept, as was pointed out earlier, is one of the fundamen-
tal principles of the Alllance. It means that external aid will be determined according
to the actual needs of the countries and that these needs will be evaluated by impar-
tial technical organizations. Again, it means that there will be no interference with
the freedom of the Latin American nations to make their own decisions as to their eco~
nomical and social orientation, within a democratic framework. Such multilateral ac-
tion, in contrast with the traditional bilateral negotiations that generated so much po-
litical friction in the past, should be the chief reason for confidence on the part of
the countries of the area that the Allaince is, indeed, an instrument of international
cooperation for attacking at their roots the causes of underdevelopment in Latin
America.

145, For the success of the Alliance, it Is essential that this multilateral
principle not be weakened, but that, on the contrary, it be continually strengthened
by positive actions, so as to avold creating a false image of the program. The mult-
lateral principle would be considerably reinforced if the regional financial organiza-
tion, such as the Inter-American Development Bank, were more widely used to chan-
nel ald, in a way similar to that employed in the case of the Social Progress Trust
Fund, Also, it would be advisable that the special or emergancy loans, which up to
now have been the chief manifestations of the Alliance for Progress, be limitedin size
and in time, 1in order that external funds may be made available, in increasing pro-
portions, following the procedures and mechanisms established in the Charter of Pun-
ta del Este and the Act of Bogota. In any case, if in the future these emergency cre-
dits are granted under the name of the Alliance for Progress, they should bear a distin-
gulshing classification, inasmuch as they are not suited to the fundamental aims and
long-term scope of the program, nor do they fit the conditions set forth in the Charter,
as it was accepted by all the countries of the inter-American system. In order not to
create a false image of the Alliance, it is essential that no action unrelated to its
principles be carried out in its name, particularly when such action constitutes the
most important outward manifestation of the activities attributed to it.

146, For all the foregoing reasons, it is necessary to make the people of Lat-
in America understand the true significance of the Alliance -- that it is a cooperative
program, and not simply one of aid, and that it has been maturing for years in succes
sive stages, culminating in Operation Pa,» America, the Act of Bogota, and the Charter
of Punta del Este. Only when the people arc aware of this significance and practical
ways are found for making the Alliance a reality will the difficulties confronting it be
effectively eliminated.
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b. The Alliance for Progress is a revolution

147, The Alliance for Progress is intended to hasten Latin America's econom-
ic development. It recognizes that to achieve this end not only must there be a
knowledge of the material work to be done and of the means available for carrying it
out, but it is also necessary that specific ailms be determined and obstacles standing
in their way eliminated. The aims consist in raising the general wealth of the coun-
tries more rapidly than has been done in the recent past, and in attaining a more equi-
table distribution of this wealth among the members of the national community, at the
same time preserving and improving the system of representative democracy. The ob-
stacles are found chiefly in the social structures, when these fail to adapt to the new
conditions that are sought,

148, In not all countries of the area do existing social structures obstruct
achievements of the proposed aims. But it will be necessary to change the political
structure when this fails to allow broad expression of the will of the national majority;
the educational system, when this does not assure full equality of opportunity; the

tax system, when it does not divert a sufficient amount of the national income to col-
lective needs, and when it does not make for a fair distribution of the tax burden; the
system of land tenure, when concentration of holdings puts a brake on the development
of agricultural production and makes for an inequitable distribution of farm income; and
social and labor legislation, when it hinders free expression by lahor. If these struc-
tures must be changed, according to the circumstances and conditions prevailing in
the country, it would be advantageous to make such changes quickly, in order that
their benefits may soon be enjoyed. Any social change that is made quickly, instead
of being allowed to evolve normally, is a revolution. The revolution consists of a
change to a new state of conduct of affairs. The more numerous the social changes
and the greater the area each covers, the more important will be the revolution.

149, This "revolutionary" quality is recognized by the United States. In his
speech on the occasion of the first anniversary of his proposal for the Alliance for
Progress, President Kennedy said:" For too long, my country, the wealthiest nation on
a poor continent, failed to carry out its full responsibilities to its sister republics.
We have now accepted that responsibility. In the same way, those who possess
wealth and power in poor nations must accept their own responsibilities. They must
lead the fight for those basic reforms which alone can preserve the fabric of their own
socleties. 'I;h_cy'.e who make peaceful revolution impossible make violent revolution
inevitable,"23

150, The question once more arises: Is this revolutionary significance of
the Alliance understood by the peoples of America? No, because the Latin American
leaders have not presented it to their people in this way. But if the Alllance purports
to be a democratic revolution, and if revolutions must be popular in order to be effec-
tive, the Alliance cannot flourish in the Latin American countries so long as its sig-
nificance as a transformation is not explained and popular support for and participa -
tion in it are not obtained.

151, While the people have been unaware of the revolutionary significance
of the Alliance for Progress, the forces opposed to reform, whether because they hon-

23, Quoted from President Kennedyls speech on the first anniversary of the Alliance for Progress,Wash—
ington, D.C., March 13, 1962,
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estly do not believe them to be necessary at this time, because they fear an economic
upheaval that would be overly dangerous for Latin America's present socio-political
situation, or because they feel that their interests are being affected, have initiated
a powerful campaign of resistance, which they are conducting through the information
media they own or through the political sectors that represent them. The result of
this situation is an attitude of considerable skepticism in many leading circles of both
the United States and Latin America.

152, The opposition to reform follows three different lines of thinking:
{. Reform as a prerequisite delays the Alliance for Progress.

{i. Reform, as social change, discourages private investment,
particularly foreign investment.

ii1. Before arriving at the planning stage, individual projects
of nation-wide impact must be financed and carried out.

153, The first argument has already been dealt with in Section IV. c. of Part
II of this document, where it is pointed out that it is a fallacy to think that reform is
a prerequisite in all cases. The Committee of Nine believes that a serious study of
the situation, bringing to light needed reforms and the means of putting them into ef-
fect, and indicating what socio-economic results are expected of them during the pe-
riod covered by the program, plus a projection of those results over a period of sever-
al years, is sufficient for purposes of initiating a program. As was stated in para-
graph 83, the reforms considered necessary for a country should form part of its de~
velopment program.

154. With reference to the withdrawal of private capital, it should be remem
bered that in 1957 foreign investment reail}ed its highest level, and that since that
year, i{ts volume has steadily declined. 2/ This decline was accentuated by the gen-
eral fall in prices of basic products exported by the area, by the expropriations in
Cuba, and by the severe political disturbances of the last two years in courtries that
traditionally have been the largest recipients of foreign investments. As for iie de-
cline in domestic private investment and a probable increase in the rate of flight of
domestic capital, these are due to the same causes as were indicated above. In other
words, the withdrawal of private capital is a fact, but it occurred prior to the begin-
ning of the Alliance for Progress and its insistence upon the need for structural re-
forms in Latin America.

155, At the hearings held recently by the Subcommittee on Inter-America
Economic Relationships of the Joint Economic Committee of the U.S. Congress, 2—57
none of the many leaders of private interprise called upon to make statements regard-
ing the problems of the Alliance for Progress expressed any reservations regarding the
social reforms; all they emphasized was the need to create greater stimulus for private
initiative to assume a more important role in the program. Furthermore, some of these
leaders strongly and frankly expressed their fear that neither the governments nor the
present ruling classes in Latin America understood the urgency and importance of
making the social changes involved in the commitments of the Alliance.

24, Invesements in 1957 were especially high, owing to advance payments covering many years, made in
connection with oil concessinns in Venezuela,

25. **lleanings Before the Subenmmittee on Inter—American E conomic Relationships of the Joint Econom—
ic Committee,” May 10 and 11, 1962.
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156. Many of those who desire to postpone the execution of the reforms
also want to delay the preparation of the national development programs. The connec-
tion between these two positions is obvious, since, when any over-all program is
drawn up, the necessity for carrying out certain reforms in order to mobilize the na-
tional resources more effectively becomes evident, The same intent may have moti-
vated those who suggest that popular support for the Alliance should be won by imme-
diately carrying out certain isolated projects that would have a direct impact on the
people. The Committee recognizes the merit of this approach, which has not been
rejected by the financial organizations that deal with these problems. It believes,
however, that, simultaneously with such transitional measures, steps must be taken
and attitudes adopted that will make it possible, within a reasonable time, to prepare
short, medium, and long-range over-all national or regional development programs to
give true continuity and meaning to the country's effort and to the external aid that it
recejves,

157. The foregoing analysis indicates that the opposition to the reforms is
based on invalid excuses. No one has publicly maintained so far that development
programming and structural reforms are not necessary in order to achieve the aims of
the Charter of Punta del Este. On the contrary, foreign observers have found wide
agreement on these ideas in Latin America. For example, R. F. Mikesell has noted
that "there is a widespread conviction of the need for econemic and social reforms,
which, in many cafa;, imply far-reaching changes in the traditional economic and
social structure."26

158. If the responsible authorities merely accept the reforms passively,
they will not be carried out. If, on the other hand, they decide to act in accordance
with what they recognize as necessary, the Alliance will acquire the revolutionary
quality previously indicated.

159, Moreover, in order to be effective, the Alliance must be popular --
that is, it must have the support of the people. How is this to be gained? The first
thing needed is to spread knowledge of its true characteristics, particularly in con-
nection with reform. This task is the responsibility of the political leaders and of
the information media. But that is not enough. In order for the masses to understand
the Alliance as action by the people, they must feel not that they are the object of
ald, but active subjects, with responsibility for the job to be done. What was point-
ed out above as a responsibility on the national level must also be considered an
essential element on the individual level.

160. Unless the workers, the farmers, the students, the urban masses can
feel that they have been invited to take part in the job of economic and social devel-
opment for their own benefit, they will not consider themselves the object of real con-
cern. The Alliance may have been conceived for them, but if it does not manage, by
mobilizing their organizations, to cooperate with them, it cannot find the only solid
foundation of support on which it can build toward its objectives. Furthermore, so
long as the documents of the Alliance continue their laconic treatment of labor, the
farmer, the student, and civic organizations in general, those sectors will remain
skeptical of the announced intentions.

161. To emerge rapidly from economic ur.derdevelopment is inevitably a
painful process, but the technical progress achieved in our time can make it shorter,
26, R.F. Mikesell: *“‘Some Observations on the Operation of the Alliance for Progress: The First Six
Months.” A Swudy Prepared for the Subcommittee on American Republics Affairs, of the Committe on For-

eign Relations, Unites States Senate, August 1962.
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because it provides means that were nonexistent in the last century. Only if skepti-
cism is eliminated, however, can this difficult effort be demanded of democratically
governed peoples. For this purpose, they must be made a part of the process and
given an opportunity to participate {n the conception and execution of the national de-
velopment program, All elements of soclety -~ the government, businessmen, labor
leaders, producers and consumers -- have a direct interest in some stage or in some
aspect of the program. If they participate in the formulation of the goals and objec-
tives, they will feel responsible for achieving them,

162, It is particularly important to create and glve active participation to
various kinds of social groups in programs that directly affect themand to which they
can even make a financial contribution. Soclal programs, such as those in education,
health, and housing fall in this category. It is particularly in these fields that the
isolated projects of great psychological impact already referred to could and should
be encouraged. But the Alllance for Progress should establish means of broader ac-
tion in fields that touch the people, such as cooperatives {Inter-American Bank for Co
operatives) and Latin American universities to which aid should be given, if they so
request. In general, it should promote all activities that in some way contribute to
the solution of the many problems facing the basic community groups.

163, In order to assure this popular support, it is also essential to reform
the legal systems, which in one way or another unduly restrict the organized expres-
sion of opinion on the part of the masses, regarding problems that directly concern
them. An agrarian reform that does not allow the farm workers to organize for the pro-
tection of their interests, or a generclized statement on the desirablility of a better
distribution of income, which at the same time denles freedom of union organization,
will not enable the Alllance for Progress to gai:- popular support, and thereby to a-
chieve its objectives through peaceful revolution.

164. In view of the foregoing, the time element continues to play a funda-
mental role, particularly with reference to the pace of the revolution. Peaceful re-
volution is a speeding up of the normal evolutionary process, but peaceful revolution
in a democratic society takes time. No effort is being made to force the countries to
adopt reforms at an impossible rate of speed, which could create greater difficulties
than those already existing. As Mr. Teodoro Moscoso so well put it, the problem is
not to attain maximum speed in investments and reforms, but optimum speed. This
is what makes the difference between peaceful revolution and violent revolution; the
latter certainly achieves maximum speed, but not necessarily the optimum.

c. The revolution needs ideology and leaders

165, As has already been said, the Alllance has a revolutionary  signifi-
cance. Therefore, to make it practically effective, the support of the people is need-
ed. The responsibility for making the people of the countries understand the signifi-
cance of the great tasks that they must perform is a political one.

166. The vanguard of these political movements must consist of those who
are determined to "lead the fight for those basic reforms, which alone can preserve
the fabric of their own societies. "2 The ideal would be for all parties with democratic

27, Teodoro Moscoso: ‘‘The Alliance for Progress——One Yeur Later,” address delivered at the Nation—
al Conference on Intemational Economic and Social Development, Chicago, July 19, 1962.

28. Predident Kennedy: text cited, footnote 23,
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roots, which are the ones that represent the vast majority in Latin America, to give
their support to the Alllance, since, in order for it to be a democratic success, it
needs an expression of majority backing. But such support cannot come from those
forces that accept only the economic import of the Alllance and fall to recognize the
importance of social change.

167. This does not mean that the Alliance must necessarily have just one
mode of political expression in Latin America. It must be reflected in each country
through the national interpretation of democratic political ideologles,in order to reach
the people effectively. The solutions deemed necessary in the various countries must
result from the free interpretation by each party or group of the best ways to achieve
the aims of the Alllance, according to its own political, economic, andsocial thinking.

168, The Alllance, like every other revolutionary movement, nceds an ideo-
logical content. For the mentality of the Latin American peoples, this is essential,
Its interpretation is up to the political parties that are genuinely democratic. But its
ideological content cannot be expressed merely in the general concepts of freedom
and representative democracy. Those concepts are often far removed from the poverty-
stricken, illiterate masses existing in most countries of the hemisphere, and in them-
selves, therefore, are not enough. Moreover, the Alliance and its aims must be di-
rectly assoclated with the basic organizations: labor unions, cooperatives, student
federations, farm workers' leagues, etc. In other words, it 1s necessary to interest
and mobilize the leaders working directly at that level.

169. The Alllance, like all other agreements among sovereign states, func-
tions basically at the government level. The principle of nonintervention makes this
not only a legitimate but an inevitable requirement. The national expression of the
Alliance will to a large extent be that which the government of the country in question
chooses to give {t. The governments, first in the Act of Bogota and then in the
Charter of Punta del Este, assumed commitments that in many cases they have found
hard to carry out, because of the domestic difficulties confronting almost all of the
Latin American countries. But these difficulties that stand in the way of achieving
the alms of the Alliance for Progress cannot be eliminated if the governments, on their
part, fail to take the responsibility for explaining to their countries the meaning of
the Alliance and the great local effort it involves, in other words, if they do not pro-
vide the leadership required to execute a national program of accelerated development.,

170. But the Alliance {s also a multilateral and cooperative program., Its
success {s a matter of importance not to just one or several countries of the region,
but to all of them. The difficulties it encounters are not restricted to the national
boundaries of each country, but, in many cases are of general incidence. The nature
and amount of external aid,of cooperation in the Alliance for Progress Program by the
countries that do not belong to the inter-American system of trade in basic products,
and of regional integration, these are some of the many multilateral aspects of the
Alliance. Consequently, the program must find a collective expression so that the
concept of multilateral and cooperative effort will become a reality.

171. An essential primary expression,which has not yet been forthcoming,
should be made by the important Latin Americans, who have fought to bring into being
the ldeas contained in the Alliance for Progress, who believe in its significance as
an instrument for rapidly overcoming our economic and social unc rdevelopment, and
whose words are heeded throughout the hemisphere. These prominent individuals
have a responsibility for leadership that they should assume.
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172, The Alliance is a cooperative program. One of i{ts partners has agreed
to be the major contributor of the external aid required by the Latin American countries.
This partner is, of course, the Government of the United States, which i{s meeting the
problems of the program with its own agencies, Jirected by individuals specifically
responsible for the progress of the Alllance. On the other hand, there is no equiva-
lent Latin American agency that has assumed a similar role in dealing with the prob-
lems. Is it not necessary to seek a clear inter-American representation of the Alli-
ance for Progress? The Inter-American Economic and Social Council is a mechanism
that meets only periodically, at long intervals, so that it is unable to play this role.
To make the Alliance significant on a multilateral and cooperative level, it would
seem advisable to have a mechanism that could physically represent the Alliance in
dealing with the great number of problems that it now faces and will face as a joint
program,

d. The Alliance needs organization

173. There i{s no doubt that the Alliance needs organization. On the national
level, this organization is @ problem for each country, which will be solved through
the institutional and administrative reforms deemed necessary by the national program,
Planning needs not only the training of personnel -- for which, fortunately, necessary
steps are being taken on national and inter-American levelszﬁ-/-- but also sufficient
technical assistance from abroad, and in this the Alliance for Progress should partici-
pate on a broader scale. But we must emphasize again that, in order for the develop-
ment program to gain solid national backing, the drafting of the plans should not be
confined to the closed circle of technical offices but should seek to interpret the as-
plrations and possibilities of the various sectors of activity in the country. '

174, It was mentioned earlier that the Committee feels that it is urgently
necessary to find an inter-American agency that would represent the Alllance for Prog-
ress as a whole. This would provide a center for discussing the problems of the
Alliance with the United States (Including not only the government of that country but
also representatives of the public) and with the other capital-exporting countries that
are able to contribute to these discussions. In this body, furthermore, other prob-
lems connected with the general aspects mentioned above could also be discussed
and given timely attention.

175. It also seems advisable to consider the establishment of a mechanism
for consultation that in some way would make it possible to determine and relate the
activities of all the agencies of the inter-American system that are actively con-
cerned with development problems and that today, to some degree, conflict with each
other.30 Among the entities that might be considered for this system of periodic and
systematic consultations would be the OAS, the IDB, and ECLA, which today make up
the only group of agencies that have made a start at coordination. To them should be
added the Permanent Secretariat of LAFTA and that of the Central American Treaty on
29. Particularly, through the creation of the new Latin American Institute of Economic and Social Plan-

ning.

30, It is appropriate to quote here the comments of the S: creatry General of the Organization for Euro—

pean Economic Cooperation Mr. Thorkil Kristensen: *“I'm afraid that much is wasted because so many
countries, so many agencies, are trying to do the same thing. We know that some of the less developed
countries are so busy talking to pcople who give them advice that they have hardly time to do their work.

So if we could coordinate our efforts to see to it that not too many people are trying to do the same thing

——or still worse, the opposite things——in the same countries, then we could save some our resources.

And after all, good human resources, good brains, well—-cducated brains, arc in short suppl, even in Eu—

rope and North America.”
See Restless Nations, a Study of World Tensions and Development, p. 107.
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Economic Integration, as well as other regional organizations, AID, and the Com-
mittee of Nine. When advisable, representatives of industry, education, labor, and
other inter-American or Latin American groups could be invited to these periodic meet-
ings, in order that the consultative body might broaden its field of information with
other viewpoints. The periodic meetings would be supplemented by a systematic ex-
change of information on those activities of each agency that, by their nature, should
be generally known so that the purposes of the Alliance might be carried out more
effectively. This consultative committee seems all the more desirable in view of the
fact that the concept of the Allliance for Progress includes not only development pro-
grams but also other intimately related aspects, such as regional integration and the
defense of basic products,

176, The organization of the Committee of Nine is the principal subject of
the first two parts of this document, and it seems unnecessary to consider it further
in this section.

177. There remains an even more significant question. Certain organization-
al steps have been suggested in this document that seem advisable from an operation-
al stardpoint, and particularly, from the standpoint of coordination. But it can still
be asked whether, because of the dynamic implication, all the organizations and
agencies of the Alliance for Progress will not need to be reviewed, in order to adapt
them to this new stage. If there is room for suggestion here, the Committee of Nine
would venture to propose that the governments consider appointing a committee, com-
posed of individuals of recognized standing in the hemisphere, who with the aid of
highest-level experts, could, within a maximum of six months, recommend advisable
changes in all the existing machinery to fit it to the new tasks. If this is not done,
it may be that we shall be trying to speed up economic and sccial development with
tools adapted to other functions and another speed, and, unfortunately, it would not
be worthwhile to be sure of winring the battle in the long run when only the short run
can be counted on. As Fresident Figueres said:"If we fall to deliver economic de-
velopment democratically, the new generaicyx now at the universities will try eco-
nomic development at any political cost."31

178, The role of the United States in the success of the Alliance for Progress
is certainly a decisive one, and its government so recognizes it. A complete reorgan-
ization of the administrative apparatus responsible for the operation has been under-
taken and put into effect. Nevertheless, there is no doubt that policies and proce-~
dures are still to be defined,but this requires more experience and therefore more time
than has so far been available. This is particularly evident i{f it is recalled that all
aid,with the excertion of that given to Bolivia, has been agreed to on the basis of
bilateral arrangements and without complying with the more formal procedures indi-
cated in the Charter.

179, Directly, owing to the two circumstances noted in the preceding para-
graphs, namely, the fundamental role of the United States in the Alliance and its
direct responsibility for the credits so far granted for projects, much of the criticism
directed at that country has arisen from the slowness with which the loans are grant-
ed, and above all, from the administrative and operational obstacles that prevents
timely use of the credits.

31, *The Alliance and its Political Objectives,”’ byJose Figueros, in The Alliance for Progress—Prob—
lems end Perspectives, edited by John C. Draier, The Johns llopkins Press, Baltimore, 1962.
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180. In this respect, and as pointed out in paragraph 109, the Committee of
Nine believes that many of these difficulties will be eliminated by instituting finan-
cing by programs. These, by their very nature, require continuity and flexibility,
automatically demanding the establishment of simpler and more expeditious procedwues
than those applied to isolated projects. It seems advisable to repeat here that the
success of an investment program requires that the preliminary plans and individual
projects composiig it be prepared sufficiently in advance and finished in time for the
financing to be negotiated with the national or foreign agencies that are to cover all
or part of the costs. [t is also essential that once the works are started, they proceed
reasonably en schedule, with no interruptions or delays other than unavoidable ones.
Promptness in meeting the schedules set for the preparation, conclusion, approval,
financial negotiation and actual execution of the projects composing the program is
in {tself essential for the plan to develop properly, and is also a necessary condition
for maintaining a regular and uninterrupted flow of external financing.

181. In any case, the situations mentioned must be remedied in order to
reduce criticism as much as possible, since this tends to discourage and frustrate
the public and thereby to counteract the important successes achieved. The Commit-
tee wishes to make some suggestion in this respect:
{. The exact bases and conditions for the aid that it s agreed
to grant should be made public, with no limitations other than
those necessary to avoid prejudicing the economy of the coun-
try. All reservations and conditions that are kept from the
public or that are presented to it incompletely or in a biased
way adversely affect the international policies of the country.
This the Alliance should seek to avoid.

i1. The prerequisites that must be met before the credits are made
operable should be reduced as much as possible, with the clear
understanding that, if such requirements are not satisfied with-
in the term specified for the use of the loan, the aid can be dis-
continued.

{1, Testing for technical and economic feasibility should be re-
served for the more important projects, on the assumption that
decisions on projects, works or activities of lesser importance
can adequately be based on the good judgment of the govern-
ments and the officials involved in the program. Also, global
credits for medium-sized and small projects might be established
on terms that will permit them to be carried out appropriately,
requiring only that there be justifica*ion for the projects, in
order to obtain the disbursements when needed.

iv. Greater powers of decision and control should be given to AID
missions in the respective countries, and wherever advisable,
the technical help that they may need should be increased.

182. The Committee understands perfectly that these decisions are the pre-
rogative of the Government of the United States, but considering this country's part
in the Alliance, the Committee wishes to call attention to the need for the Import-
Export Bank and AID to try, insofar as Latin America is concerned, to adapt them-
selves in some way to the possibilities and needs of the Latin American countries.
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183, As of the time that external aid for development programs is considered
as a multilateral effort, in which several countries and a number of international fi-
nancing institutions are to participate, it would be advisable to hold periodic meet-
ings to coordinate the work of all participants in the external effort. At these meet-
ings, the informatio:: required from the countries would be received and there would
be an exchange of all the participants' experiences. It is conceivable that when
these meetings are held in the respective countries, the participants could include
the chiefs of AID missions and the local representatives of the OAS, the IDB, the
IBRD, the IMF, the United Natlons and {ts specialized agencles, and if pertinent,
the economic attachés of the diplomatic missions of the countries that are joining in
the external aid effort. At these meetings there could be an examination of the fi-
nancial or technical assistance needs presented by the countries to the various agen-~
cies for consideration, in order that recommendations might be made to their represent-
atives, in accordance with the opinions expressed at these meetings.

e. External resources for carrying out the Alliance

184, One possible cause of the difficulties of the Alliance for Progress is the
insufficient or inadequate resources mobilized for it. It is certainly very hard to ana-
lyse the resources required, not only the domestic but the external as well. In this
subsection, only the latter will be considered, since it is understood that domestic
resources must be mobilized according to the particular circumstances of each coun-
try. For the purposes of the present study, and without any claim that the list covers
all the most important resources, the following are proposed:
i, Resources for programming
ii. Technical resources
iii. External financial resources
fv. Foreign investments
v. Basic products

vi. Economic integration

i. Resources for programming

185. In paragraph 170 there is a general reference to organization for planning.
It is not our purpose here to go into detail concerning those aspects of planning sug-
gested in various parts of this report, and which, besides, must be adapted to the
particular case of each country. Considering, however, the enormous time and effort
involved in effectively organizing over-all planning in all of the countries, it seems
fitting to pointout two serious problems: (a) the lack of good statistics, of general
economic information and useful indicators for preparing and executing the plan; and
(b) the shortage of trained planners to undertake the tasks of economic and social pro-
gramming in general and of planning in certain specific sectors, such as education,
agriculture, and others. A serious effort should be made in each country to mobilize
the necessary resources to remedy these deficlencies and to make maximum use of
avallable facilities, such as those offered by the Latin American Institute of Economic
and Social Planning, with headquarters in Santiago, and by Latin American and foreign
universities. Also, the existing situation makes it advisable that all of the agencies
of the inter-American system having some connection with these matters be mobilized
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to coordinate with the purposes of the Alliance. Furthermore, whenever desirable,
direct cooperation in these tasks should be requested from similar services provided
by the United Nations and other international organizations, as well as by the United
States and other countries.

ii. Technical resources

186. Underdeveloped countries generally lack a sufficient number of techni-
clans at all levels to solve the problems of accelerated development. The technical
assistance needed {s not the traditional kind, in which a small group of speclalists
is provided to help in the execution of certain tasks. The Committee has already in-
dicated (paragraph 95) that it believes a sufficient amount of this kind of technical
assistance will be obtained. The immediate problem concerns the regular personnel
needed for the preparation, execution, and continuing operation of the projects. The
definitive solution to this problem, which should be a part of each country's develop-
ment program, can only be obtained by training the technicians needed in each coun-
try, whether by accelerated methods or through regular instruction programs.,

187. On the other hand, the already indicated lack of a sufficient number of
specific projects, with studies on their technical and economic feasibility that might
serve as a basis for the preparation and immediate execution of development pro-
grams, is one of the most serious obstacles to the advancement of the Alliance and
one of the main reasons for the criticisms of its slowness in getting under way. It
would be desirable {f the international financing agencies and the United States and
other interested countries extended lines of credit on "soft" terms that would enable
the countries to progress more rapidly in pre-investment and specific projects studies,
having them prepared under contract, whenever necessary, by appropriate consulting
firms. When these firms go abroad, they should use local technicians to the fullest
extent possible, so that the latter may acquire new experience and knowledge that
will benefit their country. The fact that projects may be financed in part by external
resources certainly should not mean that this in itself makes it possible to demand
the approval of credit in order to bring the project into being. Credits for studies of
projects should be granted expeditiously, on the basis of an explanation of the reasons
justifying the study, but with a definite specification of its aims and content, spel-
ling out the terms of reference for the consulting firm of the experts contracted for the
purpose.

iii. External financing resources

188. It seems premature in this early stage of the Alliance to discuss the
amount of external aid required. It has already been pointed out that in order to
achleve an annual increase in per capita income of 2.5 percent, gross investments in
the next ten years will probably have to total from 140 to 170 billion dollars. To reach
this level, the external contribution will have to exceed the minimum indicated in the
Charter. In the opinion of the Committee, if the requirements and purposes of the
Alliance for Progress are fulfilled, there is no doubt that it will be possible to obtain
a considerably greater amount of external aid. The truth is that accelerated economic
development carried out simultaneously with necessary social changes will create a
much more favorable social and political climate than the present one. This would
mean an increase in direct investments by foreign firms, especially in view of the
prospect of expanded markets and the need imposed by economic integration includ-
ing restrictions on certain imports from outside the area. For the same reasons na-
tional capital placed abroad will tend to return to a certain degree, especially if at
the same time the Latin American countries take internal measures to encourage this
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return. Itis also interesting to note that total United States foreign aid, measured on
a per capita basis per year, was considerably greater in the past thanit is at present,
in spite of the fact that per capita income is much higher today than it was 12 or 15
years ago. An initial success of the Alliance program would certainly result in
public support in the United States which would thereby insure more ample aid. To
the foregoing it should be added that the volume of credits granted annually by the
international financing agencies has been increasing regularly.

189. Finally, it should be kept in mind that for some years now a large num-
ber of European countries have had ministries or high-level agencies of foreign aid,

so there is room to hope for much more significant cooperation than in the past partic-
ularly if thought is given to mobilizing interest on the part of the European countries
in the Alliance, not merely as a field for new commercial activities, but rather, with

a clear idea of the political and social value that Latin America should have for Eu-
rope. An agency representing the Alliance, such as was recommended in paragraphl174,
could be the natural channel for the kind of action suggested here .

190. Despite this relatively optimistic picture of the futur2 volume of foreign
aid -- a picture that the Committee considers realistic -- a weak start has been made,
which partly explains the skepticism of the peoples of Latin America. The nature of
the discussions provoked by the foreign aid act in the Congress of the United States
and the reduction in the funds requested by the Executive branch have created the
impression that the commitment for financing made by the United States in the Charter
of Punta del Este has not been totally fulfilled. The negative effect of this is even
greater if one considers that the peoples of Latin America regard the program as prima-
rily one of "ald, " inasmuch as the true image of the Alliance does not yet exist for
them.

191, In the problem of financing, not only total volume but also the limita-
tions governing the use of credits obtained should be considered (see Section V of
Part II). Perhaps it would be worthwhile to insist here on the need for revising many
of the administrative provisions regulating the use of these credits with a view of
making them less cumbersome and avoiding formalities that lessen this ultimate effec-
tiveness.,

192, With regard to the use of credits form the United States, which, because
of the balance of payments situation, have been temporarily restricted to purchases in
the country granting them, there is one aspect the Committee of Nine thinks should be
studied carefully. This consists in the possibility of liberalizing these credits so
that they may also be utilized for the purchase of capital goods produced in any of the
economic integration areas of the hemisphere. In this case, the use of these credits
could be limited in accordance with the following rules: (a) they should apply to cap-
ital goods manufactured up to a certain minimum percentage in the producer country;
(b) customs protection of the regional market for these goods should not go beyond

a certain pre-established limit; and (c) the country making the sale should promise to
spend the proceeds of the sale in the United States or in the country that has granted
the credit.

32. In this respect see the speech of the Ambassador of Brazil to the United States, Mr. Roberto Campos,
at the National Conference on Intemational Economic and Social Development, held in Chicago in July of
1962, and the speech of Mr. Frank M. Coffin, Deputy Directorof AID, entided **Toward a Sense of Pur~
pose,’”’ Nebraska University, June 21, 1962.

50



iv. Foreign investment

193. Foreign investment is a contribution of external savings; it also repre-
sents a contribution of more advanced technology, which is also very useful for the
progress of the country. The advisability of encouraging these capital contributions
has been recognized in many of the Latin American countries, which have passed laws
to assure them of attractive conditions. From the point of view of this document, the
Alllance for Progress should concern itself with seeing that the highly industrialized
countries, in turn, offer adequate incentives to private capital to invest in new busi-
nesses in Latin America. Tax incentives to their nationals to invest in underdevel-
oped countries, guarantees against risks inherent in foreign investments, credits
from their own financial institutions for these investments; these are some of the suit-
able lines of action suggested,

194, With an appropriate climate for economic development and political sta-
bility, and with the prospects offered by economic integration, stimuluses to foreign
investment would be particularly effective. Such investment could even serve to pro-
mote integration, 1f the United States and other countries interested in the area
would offer ample credi* facilities to their nationals for establishing industries con-
celved especially for participation in the integration process. These might be indus-
tries making use of complementary establishments in several nations, or ones that
process raw materials in the countries of origin to meed the needs of the region or of
world export.

195. The fact that the Alllance considers the preparation of a development
program to be a necessity Is viewed by some circles in the United States as an obsta-
cle to foreign private investment. It is thought that this contradicts the principle of
free enterprise. %8 ever, at a session of one of the subcommittees of the United
States Congress, the representatives of private enterprise called upon to give tes-
timony, not only did not object to the idea of programming, but in some instances
they also recognized that the means of carrying out this planning were, unfortunately,
inadequate and make specific recommendations in this regard.

196. A possible cause of concern in the foreign private sector is the greater
role taken by the public sector in total investments in Latin America as compared with
what {s usual in the United States and in some countries of Europe. This situation,
which differs in every one of the Latin American republics and for which there are dif-
ferent causes, is similar to that of other, highly developed countries of Europe, where
private capital is in @ much more favorable position for carrying out certain economic
activities which, however, are in the hands of the public sector.

v, Basic products

197, Attention has already been called to the fundamental importance to Lat-
in America of security with regard to markets and prices for its principal export prod-
ucts, The First Annual Meetings of the Inter-American Economic and Social Council
have included a detailed study of this problem in the agenda. Interesting documenta-
tion places the problem within the perspectives of the Alllance for Progress.

198, It is essential to emphasize the advances made here through the Inter-
national Coffee Agreement and the general possibilities offered by the Proposed -
cles of Agreement of the International Fund for Stabilization of Export Recelpts.,

33 See ustc .

34 Document 7, OEA/Ser.ll/X.3
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The first 1s an intergovernmental agreement for regulating a basi¢ product that affects
the economy of 16 Latin American countries, and it represents an extraordinary ad -
vance in matters of international cooperation, for the following principal reasons:

1. It represents a commitment for both producer and consumer
countries:

11, It regulates supply of the product by establishing export
quotas for the producer countries;

i1, It establishes adequate control mechanisms to insure com-
pliance with the agreement;

iv. It fixes a policy for limiting world production of coffee and
gradually eliminating surpluses;

v. It proposes mechanisms for increasing consumption and
broadening demand;

vi. It asserts as a principle that the agreement will tend to
improve the price of coffee;

vii. It establishes procedures for gradually eliminating
customs duties and coffee taxes established by consumer
countries.

This international agreement, which is fully supported by the United States and
the great majority of the Latin American countries, in compliance with their obligation
under the Charter of Punta del Este, will provide a more solid basis for carrying out
development programs in various Latin American countries. As for the International
Fund for Stabilization of Export Receipts, already studied by a group of experts, it
proposes means for integrating fluctuations in foreign exchange receipts of exporting
countries resulting from changes in the world market.

199. In the Committee's judgment, this policy, which is one of the basic
aspects of the Alllance, must meet the three following conditions, among other, in
order to be a success:

1. There must be determined and unremitting support on
the part of the United States for basic Latin American
products on the world market, since deterioration of
this trade would weaken efforts to reach the investment
level through domestic savings, demanded by the goals
of the Alliance.

1. The countries of the area must have a coordinated joint
policy to support these products, even though some of
the countries may not be exporters of the raw materials
needing support at a given time.

“ 111, Aid for development financing must be regarded as in-

dependent of arrangements made with reference to trade
in basic products and not as an alternative solution,
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This joint policy in connection with basic products is also closely related to the
problems of regional integration and, of course, to the urgent need for diversification
of exports.

vi. Economic integration

200, Special attention will also be given to this topic at the First Annual
Meetings of the IA-ECOSOC. It should, however, be considered within the general
context of the Alllance for Progress, since the topic 1s so closely linked to national
development programs and to the possibilities for rapid growth of the Latin American
economies.

201, In the first place, it is advisable to emphasize the basic differences in
the conditions prevaliling prior to the time that the European Common Market and the
Latin American Free Trade Association were created.3¥In Europe, a high proportion of
trade was already intra-European and this made possible immediate integration of the
pre-existing trade. In LAFTA, trade among the member countries represents a very
small fraction of the total trade of the area.

202, Hence, itis essential to look at the problem of integration, first as
one of investment and then as one of trade. Investments of common interest must be
found that will make it possible to increase trade in the area. This explains the im-
portance that the Committee attaches to such specific points as those contained in
paragraph 6, 7, 8, 9, 11, and 12 of Title III of the Charter. It also accounts for the
recommendation made in paragraph 198, among others, of this document.

203. Aside from routes and means of transportation and communication, the
investment flelds that seem most suitable for regional integration are those conprising
such activities as the steel, fertilizers, plastics, and heavy chemical industries, as
well as certain manufacturing industries that are particularly favorable for comple-
mentary production.

204, Study should be made of a policy for developing and orienting these
activities, which considered the location of the industries only with reference to the
over-all market and not to existing imitations. Swuch a policy could, if it were vig-
orously supported by a line of credit for such purposes, be one of the most effective
means of promoting integration, the rate of which does not seem to be satisfying the
expectations of the participating countries.

205. It s indispensable to supplement the above policy, to help industries
that are established in the countries of the area, by immediately removing duties on
those products that are not yet produced in the area, or whose production may be con-
sidered as nonexistent because it is too low in relation to existing demand.

206, Furihermore, the Committee of Nine considers it urgent to strengthen
the organs for studying the problems of the future Latin American common market,
hastening the study of such important subjects as those of a financial and monetary
nature, and those regarding payment arrangements, tariffs, taxes and subsidies,
soclal security expenses, etc., all of which are indispensable as background for

35. Special reference to LAFTA will be made in these comments since this Association is the one that
could organizea Latin American common market. The observations referring to LAFTA are also appli-
cable to the Central American Common Market, although to a lesser degree
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future progress in these fields. The Alllance should take an active part in promoting
these studies.

f. The Alliance and public information

207, Throughout this analysis of the difficultes and problems of the Alliance
and of the causes and solutions of its "crisis," one defect has been repeatedly em-
phasized: lack of information.

208, The people of the various countries are under a misapprehension about
the Alliance because, among other reasons, they are ignorant of its aims. The Alll-
ance is criticized because the only thing that is expected of {t {s more and more "aid!
when, actually, the aid {s no more than a contribution to the effort that must first be
made by the Latin American countries themselves, through planning. The Alllance has
a deep revolutionary and reformist significance that can be put into practice only with
the support of the masses, who, however, have taken no interest in the program.

209, The list of problems in the field of information could be greatly expand-
ed. This was foreseen by the Punta del Este meeting, whose Resolution E {s entitled:
"Public Opinion and the Alliance for Progress."” Its two main considerations are the
following:

"In order to attain its goals this vast program demands understanding
and active cooperation from all the peoples of America, and

"In order to teach its objectives it is essential that public opinion be
fully informed of the causes that have brought about this movement,
of the goals it seeks, and of its successive achievements."

210. Unfortunately, the goals of this resolution have not yet been reached.
This delay is partly responsible for the skepticism and frustration existing {n many
countries with regard to the Alllance. In the Committee's opinion, however, this
problem of {information is much more a national than an international one. The Alliance
cannot make any impression in a country except through the interpretatic. given to it
by the nation's own local leaders. Hence, to a considerable extent, informational
efforts become the responsibility of each country.
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V. CONCLUSIONS

211, In this Third Part the Commitee of Nine wishes to present {ts general point
of view on the Alliance for Progress. Even though, within the strict terms of the
Charter's mandate to the experts of the Panel, their only duty is to participate in the
functions of the ad hoc committees with reference to the evaluation of national de-
velopment programs, the performance of this work has enabled the Committee
members to observe the general weaknesses of the Allfance.

212, The Alliance is a frequent topic of controversy in the Americas. This means
that {t has its detractors and its defenders, each group motivated by a great variety
of reasons. The controversy has produced great doubt as to the results to be ex-
pected from the Alliance, due to three fundamental facts:

a. Unfamiliarity with its purposes and objectives and, consequently,
lack of participation by the people in the Alliance;

b. Impatience to see results that are impossible to acquire in a year's
time; and

C. The finitial difficulties of getting the program under way, which have
created a false "image" of its principles.

213, With these facts in mind, the Committee wishes to point out that, in its
opinifon, the governments and political leaders of Latin America are essentially re-
sponsible for creating the public support required to gain the people's participation
in the collective effort called for by the Alliance. Only in this way can necessary
fundamental changes be made and the fruits of economic and social progress be
equitably distributed.

214, The Alliance is fundamentally a Latin American program, both in origin and
with reference to the solutions it proposes. Its basic philosophy lies in the equal

importance it gives to the social and economic aspects of development efforts. Its
measures consist of national programming, attaining the maximum domestic effort

through suitable structural reforms, regional economic integration, and the defense
of the markets for basic export products. Its purposes are to achieve accelerated
economic progress, better distribution of national income, a higher standard of
living, and the social benefits to which the people of Latin America aspire. Its
action should take the form of a collective, coordinated, and multilateral effort of
the countries of the Americas, with the greatest possible cooperation from the de-
veloped nations of the world.

215. In order to realize its full possibilities, the Alliance needs not only the
support of the leaders and the people, but also a recognized minimum period of
time-- "a decade of impatience" as someone has called it -- during which only con-
tinous effort will bring about results, But, in addition, it needs elements of all
kinds to plan development, to conceive and create the projects essential to progress,
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and to unite the markets set apart by history and geography. It also needs financial
resources that cannot come just from domestic saving, which is a sacrifice when
income is only enough to cover the bare necessities., Domestic saving must be rein-
forced by direct participation of foreign capital and finally by world concern with
problems affecting basic products, which for more than a century have been the
principal source of foreign exchange for the Latin American countries.

216, Also needed is a complete review of the operational tools already in ex-
istence or that have been created to carry forward the purposes of the Alliance for
Progress. It is not only a question of the organization of the domestic effort, or of
the defects noted in the evaluation machinery. after all, the evaluation of a program
is just a preliminary step to executing it. But the Committee is convinced that if a
new,collective solution is really desired, a review should be made of the Inter-
American agencies responsible for thc success of the Alliance, which agencies were
created under other conditions and for different purposes. Only in this way will it be
possible to adapt the system to the new tasks that are being imposed upon it.

217, Anyone who analyzes this program in its entirety will see that it unquestion-
ably constitutes a frontal and integrated attack on Latin America's underdevelopment.
In spite of its defects and the contradictory conceptions that must be corrected, in
spite of the imperfection of the national and inter-American agencies and the need to
revise and adapt them to the new tasks, the Alliance for Progress is undoubtedly
capable of reaching its goal and at the same time of preserving the essential values
of western civilization. It should be recognized, however, that if the initiative and
the maximum effort for this are the responsability of the Latin American countries,
then only when they have demonstrated their determination to carry out the principal
part of the program that they freely agreed to in Punta del Este will they be able to
obtain sufficient external financial cooperation to reap the benefits that widespread
application of the Alliance will produce.
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APPENDIX

Membership of the ad hoc committees responsible for evaluating the national de-
velopment plans of Bolivia, Chile, and Colombia

AD HOC COMITTEE FOR BOLIVIA:

Hernando Agudelo Villa Harvey S. Perloff
Gustavo Martfnes Cabaias Ibrahim Abdel Rahman
Manuel Noriega Morales Germénico Salgado

AD HOC COMMITTEE FOR CHILE:

Hernando Agudelo Villa Flavi&n Levine
Gerhard Colm Felipe Pazos
Rodrigo G6émez Paul Rosenstein-Rodan

AD HOC COMMITTEE FOR COLOMBIA:

Eduardo Figueroa Harvey S. Perloff
Jorge Méndez Raul Saez
Felipe Pazos Plerre Uri
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STATEMENT
OF MR. RAUL SAEZ, ON BEHALF OF THE PANEL OF NINE, AT

THE PLENARY SESSION OF 1A-ECOSOC AT THE MINISTERIAL
LEVEL ON TUESDAY MORNING, OCTOBER 23, 1962

Mr. Chairman, distinguished Ministers of the Treasury and Economy,
Ladies and Gentlemen:

""Our goal is not the victory of might but the vindication of right --
not peace at the expense of freedom, but both peace and freedom, here
in this hemisphere,and, we hope,around the world. God willing, that
goal will be achieved.'" With these words President Kennedy yesterday
concluded his statement on the grave events that affect our future, Per-
haps the discussions of this Meeting at the Ministerial Level should be
couched in terms different from those in which the peaceful nations of
this hemisphere have been.studying their problems during the past three
weeks. However, these are permanent problems; they affect the future
of our countries so vitally that it is our duty to analyze them with equal
intensity and care, Perhaps it will not be possible to provide the im-
mediate solutions to some of the problems stressed in this summary
that are urged as necessary by the Panel of Nine in its resport, Never-
theless, it must be stated that the sincerity of our suggestions is based
on our conviction that the Alliance for Progress is the key to attainmeat
of President Kennedy's hope for peace with freedom in our hemisphere,

Technical progress in the last two centuries has made it possible
to envisage for all the inhabitants of the world living conditions that
may be regarded as materially satisfactory. On the other hand, the
persistence of marked inequalities in the distribution of income on the
national and international level constitutes a denial of the social justice
to which all the peoples of the world aspire.

This is the fundamental problem of our time, and it is manifested
most dramatically in the many under-developed regions of the world
that together contain three~fourths of the world's population. This is
also the situation in Latin America, the only area within the sphere of
western culture where under-development is the general condition of
the countries it comprises,



In Latin America, 45 per cent of the population under ten years of
age is illiterate, life expectancy at birth is much lower than that in the
developed countries, and 25 per cent of the population lack« minimum
acceptable housing facilities, In Latin America in 1961 the national
product averaged slightly over $ 330 per person; income is poorly dis-
tributed among countries, and its distribution among individuals is
even worse. Furthermore, during the past five years, per capita in-
come has decreased in eight countries of the area, and only two coun-
tries have shown a rate of growth of over 2 per cent per annum. This
dramatically illustrates the fact that in Latin America -- as our report
states -- the causes of social tension are so serious that the latler
contains the potential elements and the threat of a violent revolution.

In their awareness of this situation, the governments of this hemi-
sphere have undertaken to advance the program of the Alliance for Prog-
ress, which seems to serve to channel a peaceful revolution that, be-
sides accelerating economic development, will permit a more equitable
distribution of wealth and social benefits, by modifying, wherever ne-
cessary, those parts of the economic and social structure that expe-
rience has shown to be inadequate for the attainment of such goals.

The problem is of colossal proportions and there are few prece-
dents for such a task, Thus the peoples of the hemisphere and their
leaders will have to work out their own solutions with greatness and
imagination,

All revolutions, including peaceful ones, require considerable
boldness, which entails the risk of making partial mistakes. Those
who wish to have everything carefully estimated and determined in
advance of participating in this peaceful revolution, in order to avoid
errors, might be proven right in the long run. Excessive caution or
care, however, may imperil the success of this venture, as there is
little time left for satisfying the urgent demands of society,

The Alliance for Progress is a basic tool for achieving the objec-

tives of the peaceful and democratic revolution in which we are in-
volved. The future is always conditioned by new and unforeseen facts,
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which modify the structure of our economic and social world and work
profound changes in the very basis on which events transpire. We be-
lieve that the Alliance for Progress is one of those new and original
efforts. However, it is up to each and everyone of us to use it prop-
erly in order to perform the task that we must carry forward.

ook ok

During its first year of life, the Alliance has revealed certain
defects that must be corrected, and has created doubts and impatience
among our peoples, which have in turn resulted in serious misgivings
regarding the merit of the idea of the Alliance itself,

The Alliance for Progress seeks to accelerate the economic and
social development of Latin America. To achieve this purpose, in
addition to identifying the specific projects to be carricd out and the
means available for doing them, definitive objectives should be estab-
lished and the obstacles to their attainment eliminated. Its objectives
are to incrcase the general wealth of the countries more rapidly than
in recent years, and to bring about its more equitabla distribution
among the various sectors of the national community, while preserving
and perfecting the system of representative democracy. The principal
obstacles are found in the farms of society that do not adapt themselves
to the new conditions to be attained. If that structure must be reform-
ed in accordance wita the circumstances and conditions in each cowntry,
such reformation should be effected rapidly in order to enjoy its bene-
fits, Every social change brought about in accelerited fashior and not
in the normal course of evolition constitutes a revolution, The greater
the content of such social changes, the more: important the revolution,

The Latin American leaders have not informed their peoples of
the revolutin~ary significance of the Alliance. If it seeks to be a
democratic revolution, and if revolutions must be popular in order to
be effective, then the Alliance will not progress in the countries of
Latin America unless its importance as a transforming force is ex-
plained, and it obtains popular support and cooperation.
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The Alliance, like all revolutionary movements, requires an ide-
ological content that, at least in Latin America, cannot be expressed
simply through general concepts of freedom and representative democ-
racy, which are too far removed from the needs of the impoverished
masses in most of the countries of the hemisphere to suffice of them-
selves, True freedom and representative democracy must be preceded
by freedom from want,

In order to impart the required vigor to the ideological content of
the Alliance conceived in such terms, it is essential to integrate all
sectors of society in the collective process of transformation, giving
them an opportunity to participate in the planning and implementation
of the national development program.

At some state some aspects of the program are of direct interest
to all sectors of society: government, management, labor, producers
and consumers. If they participate in the establishment of the goals
and objectives, they will feel responsible for the attainment thereof,

But, above all, in order that the peoples may come to regard the
Alliance as a popular undertaking, it is urgent that basic organizations
such as labor urions, cooperatives, student federations, rural leagues,
etc., be associated with this program and its goals in such a way that
the people will not feel that they have been merely invited to partici-
pate in the task of development, but will feel personally responsible
for the economic and social transformation that is being sought for
their own benefit,

sk

The Punta del Este Charter clearly establishes who will be respon -

sible for taking the initiative and undertaking the most important part

of the task: the Latin American countries., They must prepare action
programs and mobilize their national resources to the maximum, car-
rying out desirable structural reforms, in accordance with the char-
acteristics and circumstances of each country. In the program, pos-
sibilities of shortening the time required for achieving results depend
essentially on those who are responsible for taking the initiative,
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inasmuch as the program is not an ""aid" program, but a cooperative
effort. No-one can claim that he is not receiving the cooperation to
which he is entitled if he fails to initiate his own efforts, which are
the most important ones.

Aok

Nothing demonstrates the importance of self-help better than the
hitherto approximate estimate of the total amount of gross investment
required of Latin America for achieving an annual rate of growth of
the order of 2.5 per cent per capita. This estimate varies between
140 and 170 billion dollars over the next ten years.

In the Punta del Este Charter, the cooperation expected from
abroad in the form of investments and loans has been estimated at a
minimum gross figure of 20 billion dollars, to be contributed over
the decade. This would leave a net balance of approximately half of
that amount, depending on the economic-financial concepts used for
defining such a net balance.

The report of the Panel of Nine explains the important reasons
that exist for hoping that, if the Alliance actually gets underway,
greater amounts may be obtained abroad, particularly if one considers
the economic efforts that developed countries are now obliged to make
‘n the backward areas of the world, including Latin America, in order
to defend themselves againet the dangers and consequences of under-
development, among other reasons. However, the principal respon-
sibility will still rest with the Latin American countries themselves.

However, the Alliance for Progzre~s is what its name signifies: a
partnership in which the partners motilize their com ..>n resources to
carry out the task of accelerating progress.

Therefore, if, on the one hand, the best means and instruments
must be found and developed for giving ~oncrete f.rm to the internal

sfforts of the countries in their natioaal developinen* programs, on
the other hand, parallel external assistance must be crystallized
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promptly and in sufficient quantities to complement the internal ef-
forts envisaged for the respective programs. In this sense, within
the dynamics of the Alliance, it is essential that the govern-
ments submitting their plans for evaluation, as well as the members
of ad hoc committees, be assured that their recommendations on
ext-;x"mfinancing of programs will receive timely and appropriate
consideration. Although the Committee of Nine recognizes that high
officials of the Government of the United States have clearly set forth
their ideas on the importance which they attribute to the recommenda-
tions of the ad hoc committees in deciding to grant the assistance
required for tﬁevelopment of a given country, there is anevident
need to demonstrate through specific and immediate action of suffi-
cient importance and impact the effectiveness of that support over and
above the moral support evident in such statements.

The cases of Colombia and Chile, which prepared their respective
programs, had them evaluated by several ad hoc committees, and
launched a series of reforms that were discussed and accepted by the
governments themselves, within the spirit of the Punta del Este Char-
ter, offer an excellent opportunity for a vigorous and precise state-
ment on the cooperation those countries may expect from the United
States in accordance with its undertaking ''to allocate resources which,
along with those anticipated from other external sources, will be of a
scope and magnitude adequate to realize the goals envisaged in this
Charter'. This would be the most effective way to establish, unequiv-
ocally, the value of the reports of the ad hoc committees, which sum-
arize the obligations of the countries entitled to receive international
cooperation. This would also be the most effective means of convin-
cing the peoples of Latin America that the conditions governing assist~
ance are limited to those contained in the reports, which are the
result of technical and impartial studies, and are not the result of
other requirements that would deprive the Alliance of its character
as a cooperative and multilateral effort. The important thing is to
provide timely financial support for programs that have been favor-
ably evaluated, and to establish the responsibility of the governments
and their peoples for carrying out the series of reforms to which they
have committed themselves,
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The members of the Panel of Nine are deeply grateful for the con-
fidence that has been placed in them and the courteous attention with
which countries whose plans have been evaluated have received their
opinions. However, they do not wish to be converted into an agency
whose reports will serve only to fill space on the shelves of libraries,
The existence of the Panel of Nine and ti'e will and efforts that its
members devote to the task assigned to them can only be justified if
the countries and the entire region derive positive results that will
quickly overcome the inertia that ig holding up the program.

Hokok ok

It is important to recall that of all the undertakings that make up
the Inter-American system, and of all the collective efforts within the
hemisphere, the Alliance for Progress, when seen as a whole, reveals
the most constructive character, inasmuch as it is designed to solve
the economic and social problems of the Latin American countries,
History abounds with examples of the fact that progress can only
result from positive acxtion that seeks to build something new,
and not from the activities of the "anti-s'', whose sole desire is to
obstruct movements that are heading in a definite direction, instead
of offering alternative solutions that would permit progress. Only
those paths that lead to new possibilities will effectively arouse the
interest of the peoples in the great tasks that lie before them. The
Alliance for Progress shows us what our great and immediate task
should be, as well as the results that could be expected of it, It points
to the possibility of accelerated economic development accompanied by
definitive progress in the social field. The Alliance is at once a hope
and an opportunity to preserve the values of western culture and prog-
ressive democracy. We must devote the maximum resources of this
hemisphere to this noble undertaking.

kkok

The report of the Panel of Nine expresses the need for an agency
capable of physically representing the image of the Allivnce vis-a-vis °
the numerous problems with which it is confronted and which it will
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have to tackle as a joint program. This impression was clearly evi-
dent to those of us who participated in the discussions on a wide vari-
ety of subjects that took place in the First Committee of the Meeting
at the Expert Level.

Furthermore, if the Alliance for Progress is a cooperative pro-
gram that is multilateral in its action, revolutionary in its methods
and results, which seeks an integral solution to the problem of under-
development, one may wonder whether perhaps its dynamic content
will not require a revision of all the agencies of the inter-American
system, in order to adapt them to this new phase. Along these lines,
the Panel of Nine has suggested that the governments should consider
the establishment of a commission consisting of persons of unques-
tionable stature in the hemisphere, which would be advised by experts
at the highest level, and, within a period of less than six months, could
propose the modifications that should be made in all of the existent
machinery for the purpose of adapting it to tasks that are related to the
Alliance for Progress, If this is not done, it is possible that we will
find ourselves trying to accelerate economic and social progress with
instruments that are geared to other purposes and other speeds.

Some of those modifications should be identified througha clear
inter-American understanding of the Alliance for Progress, They
should also produce adequate machinery to permit coordinated knowl-
edge of the activities of all the agencies of the inter-American system
that are actively concerned with development problems, and that today
have any over-lapping activities,

If this were done, a center for discussion of the problems of the
Alliance vis-A-vis the rest of the world would be available, and it
would be possible to consider many matters of general interest that
today are brought to the attention of financing agencies and the Govern-
ment of the United States in an isolated manner and on the basis of in-
dividual initiative. This would also permit timely consideration
of certain basic problems of the developmentof Latin
America that at present are very difficult to deal with through agencies
only indirectly concerned with them, Furthermore, we believe that the
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most effective way to advance the programs of the countries is to
have confidence in their leaders and their peoples, while simultane-
ously entrusting responsibility for supervision of the programs and
the appropriate use of external cooperation to an agency that would
effectivaly coordinate and represent the Alliance.

Rk

Today, the Alliance is a topic of considerable controversy in our
hemisphere. It has its detractors and its defenders, each inspired
by widely differing motives. This controversy has not yet dissipat -
ed doubts and skepticism regarding the results that may be expected.
This is due to three fundamental facts: ignorance of the purposes and
objectives of the Alliance, and hence a lack of participation by the
peoples; the impatient desire to see immediate results, which could
not possibly have been achieved in the single year that has elapsed;
and the initial difficulties encountered in launching the program,

But there cannot and should not be any reason for doubt or skep-
ticism if the necessary public support for achieving partic ipation
by the peoples in the collective endeavor inherent in the Alliance
is obtained, and if it is explained and developed in accordance with
its original concept. That concept envisages an essentially Latin
American program, whose basic philosophy gives equal importance
to the social and economic sectors in development efforts -- an
action program which should be implemented as a collective, coor-
dinated and multilateral effort of the countries of the hemisphere,
with the maximum possible cooperation of the developed countries
of the world. That original concept of the Alliance calls for a hemi-
sphere policy expressed in national programs, maximum internal
efforts through appropriate structural reforms, regional economic
integration and the defense of basic export products on world markets.
It constitutes a program that will result in accelerated economic prog-
ress, a better distribution of national income, and improved stand-
ard of living, and greater social benefits, in keeping with the aspi-
rations of the peoples of Latin America.
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Your Excellencies: For many years we have kept books on our
poverty, taken a census of our ills, and have publicly shown in fig-
ures and statistical tables the abysmal proportions of our backward-
ness, But, over and above all, we have become aware of the enour-
mous inequalities among the various sectors of our society, Several
countries and organizations, ECLA in particular, have studied these
problems and made valuable contributions by suggesting possible
solutions. With the Alliance for Progress, we have offered a remedy
to our peoples that is much more than a hope. We have acquired the
commitment and assumed the obligation of proving that, without ir-
reparable social traumas, it is possible to attain well-being and
necessary to narrow gaps.

The existence of a developed world offering very high standards
of living and constant access to the sources of culture has aroused in
backward peoples a desire, often manifested by impatience and even
anger, to achieve a better life, The natural pressure produced by
the sharp contrasts in social and economic levels has been stimulated
in Latin America, through the enunciation, first of all, of the princi-
ples of '"Operation Pan-America' and later of those of the Alliance
for Progress.

That is why the responsibility of all the leaders of this hemi-
sphere is incalculable: The peoples of the Americas may be able to
forgive us for maintaining a normal rhythm in overcoming under-
development, but they will never forgive us if, after having promised
a considerable acceleration of that rhythm, we fail to live up to this
historic commitment.
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