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PREFACE
 

We are pleased to publish this paper by Juan Carlos de Pablo as the 
twelfth in the Center's series of Occasional Papers. The series pres­
ents broad reflections by senior scholars and policymakers on major 
"lessons" produced by recent advances of knowledge.

Mr. ic Pablo is tile hest-known econom~ic journalist in Argentina 

and one of tlie 111o5 (list iisliied eC(Ilom ic journalists in all of Latin 
America. Apart from his accomplishmenis as an economist, he is 
known inI his COlnltry for his lively and witty writing style. Since 
econonlic allal ysis is not cenerally associated with wit, we are par­
ticularly pleased to be able to ipublish this paper, which features all of 
tile Wit f'Or Which Mr.de Pablo is f'aImlOuS. 

Apart from his work as a journalist for both newspapers and 
television. he has writtcn1four w'idely read books on ecoilonlic issles. 
i-e is also known for his television interviews. 

Mr. dc Pablo addresses development policy in an extrelely 
broad fashlion, but Ile does so in a manner that is rare inI serious writ­
ing on development. In reviewing the 'sins" of three decades of 
Ministers of tile Economy ill his country, lie considers their principal 
mistakes by focusing on the most basic issues in the actual making of' 
economic policy in a developing country. His conclusions are 
important for all Latin American countries-all developing coutries, 
in fact. And perhaps most of the developed countries as well. 

Nicolis Ardito-Barletta 
General Director 
International Center 
for Economic Growth 

Panama City, Panama 
September 1988 
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critiques of government economic po!icies. Among his lormnal pro­
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(Argenline Economic Policy, 1967-70), La Economia Politica d/'l
P'ronisno(Econon ic Policy inder Peron ),and El Proc'eso Econon,­
ico.' Como Lo IVi v'Como Lo I'o (The Economic Process: How I Saw 
It Then, and How I See It Now). 
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How To End Up
 
An Utter Failure
 

As Minister of the
 
Economy
 

Lessons that emerge from 
20 years of Argentine 

economic policy 

For the past two decades my professional life has consisted of day-to­
day monitoring of Argentine economic policy and. to a lesser degree, 
world economic affairs, and making then understandable to thc 
business world and the public at large. The laiLter role I have 
performed in conferences, meetings, newspaper articles, and radio 
and television interviews. 

Monetarily, the experience has been rewarding. Professionally, 
it has been at once exciting and distressing. From mid- 1968 through 
the end of 1987, 1have seen 19 Ministers of the Economy come and 
go-that's roughly a 375-day average term of office. By world 
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standards forITpoor perfomanc,' a few ;tatistics tell the story: in the 
last 20 years, prices in Argentina have risen 30 million tiimes (eqlual 
to a monthly inflation rate ol' percent), while in the sameperiod per 
Capita inconie has reiai ned unchanged. 

In this monograph. I want to consider the principal failures of the 
Ministers whose adinMistralions I have analyz,'x. I shall organize 
their failures thematically. dealing with them in "clhecklist" fashion, 
one by,one, in hopes thait some fIulture Minister of tihe ['conomy of 
Argentina--or, for that mailtr. of any othCr countr-having been 
shown these, will endeavor to avoid tle major errors committed by his 
predecessors. If tlifshappens, and that Minister himself still fails, at 
least lie will have made new errors. While ibis would make his own 
Story of eC'ononit iclill eually fl'teClllen t flllo'rt-1 O'on the stant'd­
point of desired results, at least it would be more entertaining for 
purposes of reICv;eW. 

I will approach my subject herC differently than 1have done in a 
never-ending list of nC\sp pcr articles and i a number of books.' 
The strucltilrC of tilhis monograph, coupled with my own inherent im­
petuosity. inigit cause the reader to suspect that I view the resporisi­
bilities of a Minister of the Econoiy as being quite simple and that. 
coriscq uently. Argentina has had tlie misforlt ne that tils government
position was systeniatically occupied by inidivid uals incapable of 
carrying out simple tasks. tile 

Front both tile professional and personal standpoint. I have the
 
greatest respect for those who 


Nothirig could be further from(Illruth. 

have held econormic positions ill 
government. In fact. if it were someday iiy turn to serve-regrettable
 
as 
that would be-I would very probably be guilty of committing 
,romeof the very same 'sins- I can identify so clearly iii others. Itwould be agreat di ce 10 my purpose here if-my own personal and 

professional feelings towards these Ministers caused rie to ignore or 
misrepresent lessons that may enable bettereconomic dcci sion making
in the future. Itwaulud be especiallyltinfortoilate for ftutire leaders of' 
economic task forces if the significance of these lessons were lost. 

For the eager beavers, let rie get right to the point. The ideal 
Minister of the Econoly is,fundarientally. a b lamed decision 
maker, one who knows how to steer clear ofthe extreie oppossites that 
exist in all aspects of 1ife. (For example, lie Loes not disregard 
statistics, bt then he is not all that enamored of them either.) In the 
majority of cases, therefore. what we find are sins of insufficiency 
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(having done too little) or of excess (having gone too tar). In addition, 
from the organizational standpoint, a Minister of the Economy must 
be, basically, a c(nIsImlatehl tnlnwg,'r. 

Adhering to our checklist format, this monograph will show 
specifically that the Minister of the Economy isassuredly headed for 
problems if he believes: 

" that tile political power of the government of which he is a 
part, and his own political power within that government, 
are unlimited: 

" that time is necessarily on his side; 
" that there is time to think things over: 
* 	 that it is important for his advisors to understand
 

economic issues, but not fr him:
 
* 	 that staiistics tell the whole truth Or that they tell only lies; 
* that there are people who let opportunities slip away; 
" everything the private sector tells him or does not believe 

anything that sector tells him: 
" 	 that legislation can regulate economic al airs and that 

implementation problems are merely problems, of'"'enforcement:" 

" 	 that tile implementation of economic policy can be
 
delegated in its entirety to others:
 

* 	 that what he says is said in a straightforward, unambiguous 
manner: 

" 	 that there is no need to explain policies or actions because, 
intle final analysis, the people won't understand; 

* that lie will be able to sell the program at once: 
" that selling economic policies is the journalists' concern; 
" 	 that traditional ways of doing things (Cnot count or that 

they are the be-all and end-all: 
* 	 that his efforts will possibly be applauded or that History 

will remember him with gratitude: 
" that his predecessors failed because they were 

incompetent: and 
" 	 that there is nobody waiting in the winigs to become
 

Minister of the Economy.
 

This essay isdivided into four major sections and six appendices. 
The opening section systematizes the aforementioned sins as they 
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relate to the formulation of economic policy; the second, those related 
to implementation and selling of economic policy. The third section 
deals with sins of a"personal" or personality-related nature, while the 
fourth and concluding section consists of the reactions to the prelim­
inary draft of this monograph of Roberto T. Alemann and Jorge 
Wehbe, who are both ex-Ministers of the Economy for Argentina and 
who, consequently, are highly qualified to comment on its subject 
matter. The six short appendices deal with several other key issues, 
which anyone aspiring to the position of Minister of the Economy (or 
to an understanding of how a Minister of the Economy operates) must 
fully grasp. 

Sins Related to the Formulation of Econoimic Policy 

This first category of-sins" relates to the basic difficulties that anyone 
heading a team of economic professionals will sooner or later con­
front if he hasn't come to understand the full dimensions of his job. 

This is because beyond its technico-professional qualifications 
(a necessary but not s.ufficient requisite for'success), an economic 
policy that won't end in failure must be based on a) a sound 
understanding of the government's political power and the power of 
the government's Minister of the Economy, who must implement the 
policy and b) a solid understanding of the dynamics of the economic 
policy. Concurrently, the Minister who doesn't want to end up a 
failure must correctly position himself with respect to lobbies and, to 
be sure, his constituents. 

In this category the following sins particularly distinguish them­
selves: 

1. The belief that the political power of the government, and his 
own political power in that government, are unlimited. Certain 
"inputs" are indispensable to the formulation of successful economic 
policy, namely, a solid technical foundation and the political power 
of the authorities intent on implementing the policy. No matter how 
valid a government's economic goals are, without political power and 
credibility, even God as the Minister of the Economy cannot achieve 
those goals. Likewise, even the most credible of governments will 
fail if it attempts to implement an economic program that is techni­
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cally inconsistent with or irrelevant to the goals it is pursuing. 
The sin here consists in believing that political power and the 

sound technical foundation of an economic program are lasting 
substitutes for each other rather than complements. each needing the 
other. This results in tile belief', which has great practical importance, 
tlhalt abUndanl political power can permanenitly compensate for apoor 
technical foundaltion in implement irg economic policy. 

This sin iscommilted by and large at tIle outlel of new adm inistra­
lions, both those that11 COie aboul becaluse of 'ou1.V d'hat andhILVe 
those democratically elected, because it is tile time when, at least for 
the momnt,. tIhere is alsurplus of pol itical power. Thi s, it should be 
parentheticallv observed. explains why, in all economic histories of 
Argentina. therC are so man rcflrencCs to 'imissed Opportunities." 

Strictly speaking, this sin ispeculiaIto aministrations in general 
rather than to Ministers qua Ministers: it is one of the prices paid for 
the institut ional instability that suddenly puts power in the hands of 
those who have been removed from it for a long ti me. Initially, then, 
government posts are Iilled by indiv idunals renowned for their rhetori­
cal abilities, their formal exercise of gentlemanly qualities, etc.­
virtties that l1oM\er uu. ide' the practical requirements of' running a 
(oernieni. IIy are also virLues tha, as a rule. have little bearing 
on th1e qualiicaltions required for the position. (As this point implies. 
generally speaking the ''technical qualifications'' of Ministers ol'the 
Economy increase with the longevity oflthe administration.) 

So far, so good, as colncelns lhe analysis of the power relationship 
between covermllent Ind society. We 1Listlso exaline the power 
relaionship between the Minister of the Economy and the rest oflthe 
0overnmiet. 

For aMinister oflthe Economy. tile question of how his economic 
policies arc "perceived" should Stalt with the Chief Executive (in
Argentina. the Presid 'nt). In general. however, the Chief Executive 
rarely knows anything at all abouL economic analysis and is innately 
disinclined to lear'n. 

It is not a question of turning a President into an economist (just 
as it would be preposterous to aspire to making a doctor out of' the 
Minister of Health. or to turning the Minister of Public Works and 
Services into an engineer). What is important here is that tile Chief' 
Executive understand the basic principles of economics, such as tlhe 
scarcity principle, the principle of' resource allocation, the role exer­
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cised by individual jldgment ill the decisions reached by all agents ofecononic policy development and inplementation, and the existence 
of alternative approaches. 

It is important, thereltore, for tie Minister to incorporate thesebasic principles into the President's thought processes. To do this. of, 
course, tile Minister must hinself believe th'w are valid. For it' hedoes not, tile President will react like Don Jos6, who says in the fil­
opera to alistless Carmen. pertfunctori ly executing her dance: "'Ifeven 
you don't believe you're Carmen, who else, then, isgoing to believe 
you are?!'"To tile extent his Minister makes no e'fort to coM till icate
these principles, tile President' s ulndationt in econorics will consist, 
on tie one hand, of all the inlaginary reasonings that result fronil his
emotions, and, on the other, of' the iIcessant assault waged against tiis
foundation by the hodgepodge of iniaginirgs and interests of' thosewho interact with him. Either way, (lie policy will not be adequately 
or objectively houghit out. Tie result is tl fatal sill. 

2. T'e hel/c/tha, time is tiecess-ari/ on his side. Let us define theneutrality of' litite that condition of theas econoily, and of' anecononiic policy in parlicular, which, in the absence of future modi­
fications thereto, would imply perpetuation ud inflinhum of results
currently derived fron econonic management. Using this definition,

the crucial question a Minister of the Economy should at all times ask

himself is this: What role does the element of time playiii current

economic policy-is it with us, against us. or neutral?
 

Ili an essay like this, which concerns itself with sins, the situation we are +pecifically interesled in analyzinio is that in which eco­
nonlic policynakers conclude thal time is working against then.
lhey (10 not :lct, t1e econoln icsit Lat ion will deteriorate. Ili such a case, 

If' 

tile sill consists in not acting-priniarily in fear of tile expected
political fallout. 

This siil produces ai obvious consequence, similar to that of'having to call Oilt the fire diepartnirit inl the afternoon because no one
had courage enough to turn aseltzer bottle oi the early morning signsof fire. Where tile issue is economic policy, the cumulating problem
results not only frori the normal, 'technical' worsening of' tileimbalance (unless it istransitory), but also frorm predictable responses
from the private sector. As all irmbalance increases, tile private sector,
seeking to protect itself', responds in a manner that usually exacer­
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bates the imbalance. Such colpens;altory reactions include rushi l'gto 
gas whenfill tanks it is feared gasol ine supplies will dwildle. 

hoardi ng do!!lrs at precise!lyv tile moment when Ihey are least am ail­
able. and so oil. 

We recoiL-nuid a dual approach to combat this Sill:if the imtml­
ance a!readh exists, act assoon IthougltaS possihe. Wxith0iout cix'inc 
to polilical conISeqllCnCCs and expectiions. This will always be 
cheaper than dela ing tile cure. Along with this. preventive action is 
also essential: the econoillic program must itself 1he devoid of an11 
imbalances. An iIncident in the \Vatergatc affair learly illustrates the 
reason. One of the individuals involved in the break-in traded 
inforlnltioll for his Ireedlom. When luCried ablotLl whlat moltivIed his
 
decision to e an inlo0rmer. he replied: "My'father tatighl me thatt
 
whllever von've (lot vour back to the wall vou should tell the Iruth!"
 
This prompted the respollse: -''N latl her latanlhl always telliethat if'I 

the trut, I will never end ipwith ix\ back to the wall!"
 

The hislory of the Argentiine econony is filled witl examples of
 
the sin of failing to appreciate the crucial role of time, and for these
 
sins policymakers have paid Ix'erv high price indeed.
 

3. ch1eitfhat there i.v e to thinik things over. This point.ti 
unlike the rest. contains a message tli:it is directed more to those who 
will reach decision-making levels in government at sole point inthe 
future, than to those who are ahcady working within the Ministry of 
the Economy. Any NMinisler who postpones the task of laying out a 
plan of action until after he is in office will ordinarily end 1it) 
deliverinc all control over policy to the least desirable of hands, SLch 
as those of the bureaucracyN or of lobbies. It is one thing to 'sharpen 
one's ln'"based ol more specifiC, data. which is often unavailable to 
those lot vet illoffice. It is another to helieve that there wvill he time 
to think thins out durin, the discharcc of governmental (ftities. 

Ilenry Kissinger nmade this point brilliantly in his memoirs wlen 
he distincuishedl belween knowing low to make decisions and 
knowing what decisions to make. Kissincer himself knew at the 
moment he assumed national office the content of the decisions lie 
wanted to make. having already learned in government the "tactical" 
aspects involved in the decision-making process. 
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4. Pic hehii/ that it is eiighilh .fr his advisors to understand 
economic issl's-thatit is not implortall./iw him. "'The Minister of 
tile Economy should he apolitician, not atechnician." "Tie econoiy 
is t0o i portant to be lelt to ecolomists." Such statements, often 
repeated, mly express not only agreat truth bu)1a great fallaC y as well. 

If such stalelllts Mn-11 Ihlt political decisions require applica­
tioll of polilical criteria-that selection of the best economic policy 
anong 'easible alternatives is ;in essentially political act-then they 
express a great truti. 1But il' these statements mean that we proles­
siolIal econllollists, gottolless knows in thc nam111e of wvhlt, should give 
technically poor adx'icc to aclCClllodte our"judtll of"political 
reality, then they express a great fallacy. If'this happens, tile Minister 
of the E-colomy will spend all of his time trying politically to 
overcome technical limitations. i11no ignoring them altogether. 

The sin here is one of excessive delegation. A good Minister of 
tile Econon wvillIadopt a mianagerial approach and attitude toward 
the decisions eitrusled to 1i1hi. and ie will work to see that they come 
11bot ill prlcticaIl sense. I le will thus consult wilh people who know 
abot particulr aspects of the economy and can advise him what 
refbrms are necessary to accomplish tile changes he wants. At tile 
sarme timele in LIst know enough at a technical level to understand 
how to solve practical problems. 

A Minister of the FEconomy can also commit sins of excess or of 
insuffi(:icncV vis-a-vis protessional economists. He sins on the side 
of insutfTiciency vhen. as Keynes put it, he unVillingly but slaxishly 
adheres to tlie precepts of some deceased economist and avoids 
dtialoguC With liesh-and-blood professional economists whom lie 
considers too "lhcoretical." His sinw: .Af'excessare incurred ill subser­
viently followxin current adVicC. especially when given by econo­
mists who fail to temper thei technical understanding With an 
appreciation of economic history and history ill general. 

5. Thv'tbli'tlat.vaii.'ic's tell the wle truthor thatthey tell onlv 
lies. Statistics, espccially those relating to the mlacroeconolly, are 
indispensable in shaping tile ideas that members of tile economic 
policy staff have atcqiired 'roni their personal, intimate, and micro­
economic experiences in general. Ini the last analysis, statistics make 
it easier fOr policyrmakers to understand problems objectively-to 
understand, that is, the differences between what is happening to me, 
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what is happening to another, and what is happening period. 
Nevertheless, IfOr both theoretical and practical reasons, statistics 

do not reflect reality in its entirety. ('onceptual difficulties may arise 
in quantifying an idea. HOW, r instance, is the well-being ola person 
or atcoflmunity to be measured? This problem is aggravated by the 
multiplicity of indices. At a practical level, the costs associated with 
statistical data gathering, processing, and dissemination may be 
prohibitive. 

The sin of omission, tlereftore, lies iin ignoring statistics and in 
making decisions based on notdirect, ai( always representative,
microeconoli ic observati ots. The ill of' excess consists11 basing 
decisions literally ton statisticil dill, without adjustingll them to reflect 
tlua lilat i\ concerns. 

The proper middle road is suggested by an appreciatiOn of statis­
tics' similarit\ to bikinis: w,hat they reveal is imp)rtant, but what they 
cover Lip is flundumCnt.iI, In the presence ola statistics "basher," how­
ever, this sr,'in,, must be coImpleled by adding "because evenllthough 
what they cover Up iS fuIldarlmental, what they reveal is important." 

6. /i beli(fthat there are tm'n-Mul women--u tt­' let Opl

nitie.;slip awa'. Toys tha, are not made to be'child-prool' won't last;
 
neither will programs that haven't been ''man- and 
 ioman-proof'ed.'' 

it is a real pity that humans are not angels. Did you ever consider 
the huge real location of resources that would result it' we were angels?
Defense expenditures, penal institutions, security measures, locks, 
guards -all these resources go to service the needs of'humal beings! 

However, man is what he is, and each of us personally tries, as 
moralists and religions people do professionally, to reform and 
improve him. In spheresall )f endeavor, however, professional 
responsibility requires accepting man as he is. This 1means laying out 
plans-in this instance, economic plans-that are operatively valid 
because they are Ibased on this acceptance. A few hundred years later, 
the reason Adam Smith's basic message retains its validity is that it 
is based on a realistic alppreciation of' human nature. 

The Minister's sin consists here in depending on human behav­
ior as the wild card lie needs for his policy' to succeed, depending on 
people to ignore policy changes and to let opportunities to circumvent 
them to slip away. As history teaches us, however, such hopes are 
fulfilled only on paper and in animated cartoons. 

http:flundumCnt.iI
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In this context, we must insist on the Ifun.ndailetl.l distinction
between the role and the person. The Minister who (lcvelops eco­
nonic policy will ullder:,talld both the Concrete operatioil of the
econom1Y aud consenti l I e -L Iespoll ,o'al ( aprospective polio­
much be:ter if lie think, of behavior in terms of roles rather than inpersonal terms. That is. hC should reelbCr that "butchers, taxi
driver" and property m'liers will do what I woUld do if I were a
butcher, i taxi dri'F"er 01t a property mk lincr." 

According to [his aPProaCh the civil Servarr; who draws up
eConlorllic polic. should rIason a1 filows: I Caninrot "sell" others onl a plan that I myseI f. at the i icrl-contmiic level (i.e.. at the level of
personal ec isio,S), dlon't -'hu" - either. For exaMple. how many
apartments for rent helon, to public officialS who institle rent­freezes'. What percentage of their iotal assets do those officials oflihe
Central Bank who freeze intern.st rates far below the rate of inflation 
keel in a savi aclls.COUntI? 

tiere's in 
bcicu'ut.y, ill the boillll./VXi. th/e pee)/c WM't 1uid'rstad. One of 

7. The heli tI.hat teed to Cp/C/ill /)icies or (Uliolt 

the most illportant sills likely to be committed by a Minister of theEconomy is to thiink lie ismore on top of ihings. or is reacting faster,
than his fellow cilizenls. This attituode leads him to pra tice a kinl of
consistent policy-rClatled activism. by williholding, inflormation, forexample, or by delaying" its publication unil other news is available 
to neutralize its effects. Or Ie cal (1o this by plrohibiting outright the
release or cerlain data, such ,>-the black-market pricing of the dollar
 
or price indices. This alttitde also induces li i 
 to approve legislation
that arenpt:. to 'sell- the nation on economic plans that he himself,

at the microeconornic level, doesn't even 'buy.' 
 (Recall the example
asking whether those who draft rent-control leg islation are willing toreit out their own apartments.) Finally, such an attitude is related to
the preceding sin. It leads him to dismiss as irrational and musual the
public's reactions to Ihis economic policies. whenever those reactions
deviak from those anticipated by those vho draft them. An example
of the latter was the anger expressed by Argentine authorities atpeople who rushed to fill LIpot their gas tanks precisely at the 
momlent of a gas shortage.

Circumstances have turned countries like Argentina into a giantLiving School of Economics. It's quite possible that the average 

http:intern.st
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participant in the economic arena isn't familiar with economic 
terminology, but because he is a survivor, he is proof positive that he 
is indeed familiar with hasic economic principles. He may experience 
perception-related probiens, especially in a conusing environment, 
but he won't suffer from any monetary illu:Sions. And, from the 
m11om1lent of the public's awarenes, of some factor that forces achange 
in behavior, the speed of adjustnent in countries like Argentina is 
matched by few in the world. 

In the case of Argentina, I believe, there are not only rational 
expectations at work, but supcrrationalones as well. There, people 
anticipate the technical infeasibility of the government's economic 
policies: they have already discounted the change in policy, taking 
refuge, as I result, in the application of' what could bc called models 
of the "Noah's Ark" type (Appendix A). In countries like Argentina, 
the Minister of the Economy who thinks he's got "a leg up" on his 
nation's people is, in reality, more stupid than that nation's people. 

Now, as with the other sins, tle Minister of the Economy must not 
go to ie other extreme, which in this instance would consist of 
believing that 'dialogue'" isa perfect substitute for rigorous analysis. 

One of the most egregious sins of all Argentine Ministers of' the 
Economy is a bei ef in voluntarism, and its preferred instrument, 
"dialogue.' Voluntarism invlves a belief that the people of' the 
nation will not exploit for their own purposes every opportunity 
available to them individually, eschewing such actions in the name of 
values such as social solidarity, patriotism, and defense of'the system. 
This belief' appears to make it possible to achieve economic policy 
goals by applying instruments that according to economic analysis 
are, in the best of hypotheses, devoid of merit, and in the worst, simply 
ineffective. It is particularly instructive to compare the differences in 
approach used by those Ministers who believe in voluntarism with 
those Ministers in countries whose economic policies succeed. 

Voluntaristic approaches bring no results. They are, however, 
quite costly: they divert human and material resources, always scarce, 
away from productive tasks to talk. For the Minister o' the Economy. 
this means diversion away from the planning and implementation of 
his economic policy: for the private sector, it means diversion from 
productive competitive activities within the framework of the policy. 
The futility of "dialoguc" isapparent from considering the contrast­
ing roles ofthe Ministerand the private sector he istrying to persuade. 
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In dialogue, tile Minister endeavors to persuade. The private sector, 
on the other hand, rarely considers confronting tile Minister with 
opposing arguments. fearing that the Minister himself will respond
with, for example, a tax or preliminary audit. Instead, the private 
:ector listens to him, applauds him, and only later does what eco­
nomic :malysis predicts it will do-armely. maximizes its individual 
costs and benefits. 

Only someone who has had firsthand experience or witnessed the 
efforts associated with implementing an economic policy along these 
lines can know how time-consuming, how wasteful of creative 
human energies and. finally, how frustrating the experience can be. 

8. Th beli'in v erVihin,, il piivale sectortclls him or disheli( 
ill (mything tht v' 'tortlcuIs him. On Earth, as we have said, each and 
every economic actor maximizes his individual welf'are. In an 
economy like that of Argentina, characterized by heavy state control, 
which is normally discriminatory in nature, 'lie welfare of the private 
sector is to agreal extent a function of ccononic policies. The policiesare. in turn, a fLunction of how economic policymakers perceive 

economic problems and possible solutions. Inthis context, logically,
informnation xecomes a negotiating i,)ol, as the private sector, to 
maximize its interests, communicates to economic authorities only 
what it wants the authorities to know. 

As with the information provided by statistics, Ministers of the 
Economy also commit sins of ex,:ess as well as in.,ufficiency in regard 
to in formiation received from private sources. The probiem, however, 
is different. One involves technical limitations that are inevitable 
with information: the other involves the deliberate politicization of 
information. 

Faced with this reality, the Minister of Economy may commit a 
few transgressions: he may totally ignore what the private sector rep­
resents to him, believing that all signals from this source are biased, 
or he may accept them without reservation, believing that distorted 
inf'omation is better than no infOrmation at all. The first .in consists 
in dismissing even worthwhile information provided by the private 
sector, while the second fails to consider how the information is 
biased by self-interest. The governm-ent official who consults the 
private sector through its representative organs must be aware, too, 
that he is thereby tending to "oligopolize," if not monopolize, that 
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private sector. The reason is that when a government official 
convenes competing members of a sector fOr consultation, they will 
bury their differences to lorm a united front (as far as lobbies go, 
demand createcs its own supply). 

9. Thehelit, '11I/egi/atioll tall gitil' ccolonflic cIffilrs uum/ 
/thatimlflh'lm'ntltio, pirolem/stre'. et/ r'/""c''Ivin''ilt'lent" problems. 

This sin man i tests itsclfa two levels, one at the level of legality, tile 
other, of illegality. [o+tr purpo)ses oflanalysis. he terminology of the 
incidence theolry of taxation is useful. This theory, in studying the 
el''ct s1o inltroducin or aboSlislh Ina tax. examines who ulIt imately 
bears tle hurdell of tile tax. ()ne aspect of the theory is the distinction 
between escaping and e\'vadinl tax. For instance, when a tax is 
Imposed ol the consumllptiou of custard Creall dCsScrts, whoever 
switches to eatinc chocolate hecause of :he tax wil! 'sc lw the tax, 
while whoe\'er cl*t iti eRs et inc cIstard cream1 but does not paty tile 
tax will he t'audi.i, it. 

The sin committed at the level of legality lies in forgetting the 
substitutive and cornmpleientary relationships that exist between 
goods and econiomic f'Ictors. As I rule. those who create regulat ions 
conic up with legislation that implicitly assumes that every good and 
every factor exists in an airtighl Comlpartent. When they discover 
that this is not the case, they try to resolve the problem by enlarging 
the scope ofCthe regu lkition. An example is the SeLuCnCC of actions and 
reactions thatl Lret1LCnetlv atteldts the inslitLt ion ol price controls. If the 
government sets price controls on bread fOr instance, bakers will tend 
to bake new kinds of bread, not Subiect to the controls. The 
government will then respond by extending the regulations, prolhib­
iting the introduction of new kinds of bread. 

At the level of1I ileCality'. tile sin lies in assuming that tile 
constituent conponents ol tile economy unit will not make cost­
benc fit assessments about whethCrIto comply with economic legisla­
tion or regulittion. Rather. the assumption is that everyone will 
faithfully comply with the lecgishtion, even though the price of 
scolling at such legislation may be much lower than benefits to be 
deri vel from conli iance. 

An importaint question concerns the extent of regulation, fo,"this 
will determine the potentia! benefits associated with evasion: the 
more extensive the regulation. the greater the benefits of evasion, and 
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the greater its likelihood.
 
Particularly conspicuous among 
 those predisposed to commit 

this sin are those who draft tax systems, because they usually begin
with the premise that control and verification matters are "enforce­
ment problems." Plans perfectly executed to deal with tax dodging, 
or escaping, are thus put down Ol paper, bul only at the expense of' 
encouraoing tax evasion. The approach most in the interest of the 
conlunily is that which maximizes welfare while simultaneously 
accommodating the difTerences that exist in reality between tax 
dodging and tax evasion. 

Sins Related to the Implementation and Diffusion of 
Economic Policy 

This second category of sins relates primarily to the difficulties 
which, sooner or later, will confront anyone directing a team of' 
economic professionals if lie thinks lie is cut out for more important
matters than the implementation and diffusion of economic policies.

Just Is we saw earlier that technical coherence alone isno guar­antee for fornuiiating successful economic policy, we now shall see 
that neither is successful formulation a guarantee that results will be
achieved. We don't mean to imply that the Minister of the Economy
should slip off his coal and take tip residence behind the tax collection
window if the cashier employed by the Treasury Department doesn't 
show up (though, by all accounts, John Maynard Keynes himself did
just that when the ticket seller failed to show upUat the theater Keynes

had built in Cambridge for his wife). 
 It is, rather, a question of the 
Minister, with managerial concern, becoming personally involved in
tasks associated with implementation, fo low-up and diffusion of 
economic policy as though they were his own. 

Some particularly noteworthy sins belonging to this category are 
the following: 

0. The belief that imf)ementation "jecomjmic poliw' can be 
dLelegated in its entirety to others. 

The President of a Naticnal Bank, particularly in Latin 
America, who believes that his job consists in making a few 
key decisions on the Board of Directors, only uc withdraw to 
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his office and await tlist ory's praise, will surel\' he a ,aihnire. 
Monetary p0lix. is heing, iiiade each and evcry mninlute: it is 
Illade. most assuredyIv.hnreser','e requ inieCnts.j,illlel'esl 
rates. and tlie nu ber tn ii t Iititlons miIa the areti) vsyslem 
declrnlinhd: it is. however. also made whellever the mainl­
frane at tle Central lank is up,aid olrtine. wveleu\,r an 
effort is made to determine employce altitnde. whenever tile 
pulse of the financial market is taken, etc. 

lis iteri uonlystaienicl nolliesflolli a past president of' a 
Central Ban1k ofII I.in American couniry. As we have said, the issue 
is not whether the Mii ister of tlie FcoiioiuI v of a conlitry' sIhold 
replace the hank tIIler, Stamp forms in the internal Reventue Service 
or inspeci car.co containers inCustoms. What is nccessarv is that his 
Imind he effectively oricllied to proc-s. ByIllis \we mean Ihat at the 
vetv mom.ent lie is involved in planning econnil ic policy, he has a 
clCZ n:d cOncrCte IndeRICrstanin1e, o iust how his prtopOSIls will work. 
and of whtt tIhei r prt tica.tlcOIInS enuCcCs will he. 

By\, definit iO. tsuccessful NTin ister is. frolml his first endeavor, 
obsessed W1ith resu,It visualii n. hoxx',d withIi his ,oasWxill con­
crete l luallilest themise lves ill[iis eCollmlic po0licy lie is forging'. 

I I. "'h r lic/ [hait /ha/l/w .cIv. 1.SS/i/i.%0 .+t iL,'l 't/it. I/II-
dl)IIbi,QIl)US.lMnI r. WhCII vonI were a child, did vou ever play the Ifol­
lowig gatllc? TIle first playerx, hilspers a llessae. to tle second player: 
the second player maunt \%hisper what lie heard to the third play er, and 
so ill spered inlessac linal Ifor all tlie pla\er,. The \ 11, reaches the 
last participaint. vho has t,say .ut loud what lil thiiiks li hMs heard: 
at this plitinltheIgamC. the ll,+r tells te xvhat the or1igialIoip 

whispered mesage v,as,,. inl v hat the first person Said[ie usual dislrit 
and what the last prsoli repeated iade ts laugh a., childie. 

Now. vhen xCeare Hlloi-Cer children,.an1d especially in the case 
of' a Minister xxhn thinks hes coiiunicatii g clearly, it provokes 
sOtil0liiig olier than IluMhter. IllAr"eCr1tina. tile IrCuencyN Witi 
which .ovCrnliet officials accuse journalists //lo)/()(.of misinter­
preting them makes it iinpnsSihle that this could relprCsCnt a ctisPir­
acv ot(he part of tle press. 11is. rather. al example of tle Sill being 
conIsidrd-a1 I ire¢ to tinderstaild the difficulties iniherent in the 
c0ii1 tIniat ionOif i frma tion adl ileas. 
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Why shoulh the Minister of the Economy tell it like it is? Let's 
take a look. 

12. The,beliJ itt he wi/I he ah// to Yell the wo 'ran at once. 
Applying the rational expectations hypothesis to the Argentine expe­
rience shonldhi1 ghlight the asynImletry thai exists between the speed
wkith lwhich tile privale sector incorporates tile govenlment's e'rrone­
('U. econo1iic policies into their dcc.:isions and tile speed with which 
the piivate sectcr iclorporates (1rcqoprilateeconomic policies into 
their decisions. 

Let ine explain. The same Argenfinc-on-the-street who takes 
onl hours o cticuI ode that the government s technlic lvyinadequate
econinic rOtairn Will force a change in policy, and who often as-
StileS atcorTesponding de fenIsive posture (see Appendix A of* this 
paper. deal inc with economic models ii It "Noah's Ark"), this sameArgentiiie iscapable ol waiing several year; to le convinced that the 
governmient is going to institute ttechnically atdequte prog-ani. and 
that therefore it is in his hest inierest to align hilinelfwilh that 1 r-grail
instead of tpp(.,iiig it. For decadcs lhe Argentine people have per­
ccived tile enlt0llOrLms adviitlages to he gained from wagering that any
econm10ic i1lc\, iilient oil correcting certain economlic distortions 
will itself, in the end, he thrown over. In countries like Argentina,
therefore, inlslituting, a prongraml to reduce inflation or improve re­
source allocalion, for example. Involves serious problems of conVinc­
ill- lie nalion that these goals go,hCyold their niere announcement. 

I:1judging uian niotitiolins. ecoinonlists place more stock in 
actions lhan in \ords. What lieople do and don't do tell.,; us far more
 
about what thc are thinkin, than what tle)' say. Inthis case, mere
 

speeches alone w\ill not persuade anyone: the only way )opersuade the
nation is l\ithe systematic application of policy, clearly laid out
 
befoe all. 

13. /T1heeiifthat .elling cconomic policies to the pmblic is th,
.oUrnwliwt'.%co'lmc'ir. lhC everyday econOnlic aspects ofl'a country's
individual lives, affected very much by government policy, are the 
grist f'or manyv, an Argentine's mill. Under these circumstances, 
except for official speeches and statements, the mass media inevita­
bly intermediai bciwecn tile Minister of the Economy and all 
economic actor,, in the society. 
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Maintaining the distinctionl between role and person, it is esseri­
tial to remenber that "jonm-a iSts do what we ourselves wonld do if 
We wer joutrna.liss" a id, more imiportant., that "lte lasters of ih1e 
fliSs lledi do whatv1 vOtild io W masWe if' wre ll;ll',.'*The press 
cuars inI the \iNiisry 44f the lFcolorny are no differcit. 

The in here lies inI believine that the Minister ol thC E-conlomy
need [lot conceri himself, with ,ldisCeiilatinl econoimic policy to the 
public, bccause oUrInllists will do it. On the contrary, the Minister 
mo1LiSt ILndCrstantt 1he1 has lillary responsibility to sell his program 
thloulh thC niaSS niiedia ,idIo nllainaiill a diahOuC wilh joLural isv+. 
This filltion is essential b Lcaue lheC ohiShsucce I Iprogam ,lepend 
on the public's iliderlsltandilg of it, jusl as it depends oil the tllder­
standing of tihle Presidelit and the Cabinet. The better inforled the 
Citi/elr' is. the nirorc informed its choices will be in reCard to 
eeOnlOl c poli c ilnd the econon as a whole. they get used to this 
lask, Ministers will 1i,1d that it is casier th1an they Ihtuhlt. 

IN. 11/c h'lic/"/ha! trtditionalway.% /doii' things (/I)I//ioltt 
or hat theY are threhe-a/ 1ttd lnd-aIll. 'lohave anily chancllCle sllu'SLCCess, 
al eCOlnoniic policy mut ct.lCie anit sulstain a.Isense ol iredictability. 
It iinuSt encoLiragC Cofll'idelice, so that whel ipCeople turn out the lightsati 1ighit. ilot wrake tip andl haveto igure (ilthey kilow they will 

evervlhine froill Scralch he next iorning. Rituals-procedures. 
Itiles., and timlables. fr emxample--are extreell, important in 
influencing the ex pectatiols of tie priVale sector-. Pnublishiin regular.statistics c.anl help aigreat.l dea.l to cre'ate predictability, especuially wvhen 

variables are"adjuste'd pr'iipt' to av\oid ma1or surprises. The Central 
Bank, for inistance, does not publish a weekly balance shcel, and this 
creates probleis throughout thre financial system. 

The Miiisict flaik whelln lie IbClitlCs the benefits of i tual and of 
tradiiioial ways. not appreciatiig that these are insllll, for0accoIl­
pl ish ing larger purposes aiil are not ci!(s in themselves. The Minister 
also fai]s who is COnsi derCd "oult of his Ini Id," who is pce-Cli ed as 
raW CAlCly.'' or Vho cvsiVOlC C lre av. startill with his ownl\ (fri. 

staff. wh ich becomcs luionriall paralyzed whel faced with the 
boss's ap)aireilily unlr)dictablC out buitrstls. While tliese iidications of 
failure may seemu ohvioLis to IeolelC in iallny parts of tile world, they 
have hecri seriois problems for Miiisters in Argentiina. 
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"Personal" and Personality-related Sins 

Conventional economic policy wisdom, which derives fron the 
necessary bit insUIIflicient analyses of Jan Tinbergcen, Robert Mtun­
dell, Richaid L.ipse y and Kolvi', Lancaster, implicitly assumes 11111t 
tlhe head of the eccOnomic leam knows it all and is incorruptible,
aliOLS 1t achieve 1hC itS les! ptossiblC CCOIh011ic good for tle 
Co1lflunity regardless 01f what happenS to him personatlly and to his
fa11il\. Inl short, the theory assulles hllat he is o human.
 

F:or beter ol worse. those \\ ho are responsible for economic
 
policy are indeed hilla. 
 and therefore we must add to the sillscOnimiled in plannino and impIcmentaliol. Ihose deriving fIom the 
Mijuistlr qua "fallen angel'" or. if o will. 'upright ape.

Parlicularly conspicuous in this catcgory are the following trans­
gress ions: 

145. Ti' Ielifthti hiits :i 'ill osihlv he cl''llated or th1(at

Itixtov wiill rimhcr Iii,;,
hm Iith i;,r/ituih'. I'vely timie I analyze tlis
 
topic I cannot re~rain from q noting the words 
 or Federico Pinedo.
 
tuttered in I962. upon assu1minll his 
 u icS as IMistCr of the Economy: 

When Non 'reC07 years old and have had a political career 
spanning IiMore than 50 years, it is impossible to take up one's
dliiCs in the N in istry-and for the third time, almost 30 years
after having been named to that lofty post for the first tinme­
with any iliusio0ns that in lie discharge of one's ministerial 
dutics greal f;atlisflactlion awaits one. 

The sin here is not so imtuci that incumbentn111 Minister of the 
Economy believes his efforts may be applauded aS tlhat he consciously 
curries such recognition from the c1mmunity or. more accurately, the 
private sector. This is a sin because such private applause is bia;ed, 
conming from the special interests of the hands that applaud him. The 
weight of the concentrated interests of some members of tIhe private 
sector (slipper nantifacturers, let's say) versus tile diffused interests 
of othcrs (slipper colnsunmers) resuIts in more applause 10rthe Minister 
when lie raises import laxes on the product than when lie lowers then. 

The applause-related sin has its origin in the present, related as it 
is to "what is currently going oin." The sin of posterity, on tile other 
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hand-the sin of Iellevine History will honor hini-is related to tile 
future. To iIt roduce this transe ressiOn, we mlliht ask what ex-Minis­
ter of the Economy do we reneinher with respect and admiration? 

Ani extensive relationship exists betwcen these sins, hut there is 
a point at which tlIhe y conflict. BeC:oIsC. while the lhunging for current 
applause nMans sacrificin proe'ssional responsihililtics in order to 
salisfy the aspirations of the appluduine audience, the sin of"playing 
to" Historv coi iIsis,ts. paradoxicallV, ill the failure to work for History. 
Or, to put it another way. the sin COnsis in f'ailin to understlnd tha,, 
in matters ecOiom Jc. onlle Can11Work to garc'" the applause of either the 
pre.nt or the fluturC, bul not both. 

Time tuilatleringly sepalrItes that which has lasting value flrom 
that which has ony tihe appearance of lasting \,atie. What do Aris­
totle. Bach. Adail Smith. l1yth1ora. and Shakespeare have ill 
comn ? All of (hum pro duCCd, each i his own ield, something of 
lasting \'alue. We all know aboutL mtsiians wIho are today famous. 
but who labo~red durin their lil iimes unappreciated by their peers. 

16. /'he b/ie " b'ha hi./ bc ausc e ,vv 
ilncomll t'hItt. I wVelt to collee duri thel is>t hallfol tile 1960s. hi 
inlIcrtocconIIiics cotirses they explained tome that the Great Depres­
sion lasted t full decade ( 19.10- 194(0) becauSe econornists of the 
Classic School and NIinisters ofthII Lconoiv assumed that since lull 
employment was tle llorll, elmployinel, was ilolt1i worry abot,1 to 
exell though tirmenipolment rates were at 25 percent. '[hat is. tint1II 
Keynes caine on tile scene. A nd I, as a student of Cconomnlics, thought 
that all thiis had happened hecaise the economists and Milnisters of the 
LFconoiiiy of' tlie time were iucoinlpetent. Therefore. I.belleved this 
would never happen Itiie. (This l*cuIine arose lrom1a combi nation 
of my superioit V complex and from tie way professors presented 
historical analyses-paint Ing the actors S tItter si mpletons, while 
forget ting that it is only after a war that everyone is a general). 

We have had five years now of the debt crisis, and I ask myself 
what tilos,.. who wi l he stidyIng ecomiomics lt tile turiII of the century 
will think of ne. For my part. I gave up the simplistic approach of' 
trying to explain the events of' 50 years ago ill terms of any one 
individual's incompetence. 

It is not that such ilicompeteice does not exist: it just does not 
explain enough. The perceptions of the moment and the restrictions 
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of power, along with tile facor of Lick (as Roberto T. Alcnmann points 
Out illtile following section of this monograph) also play a role. 

17. 7he helic tha there'snobod.\ waitingin the n'ings to Ie'one 
Minis'r lthe Ecoonml. Deep down Ihave the feeling thai, Once in 
LIe job, one of the thoughls gciing through the minds of Minisiers of 
the 'cononi v is the fl0lowinrg: "'lowcan anyone in his right nind be 
interested in this job, for which the pay isso poor and the insults so 
many. while ill you do is lose friends in tile process?" The quLestion, 
in and of itself correct, overlooks tile fact that by definition tIe 
incumbent Niinisler was hiisel fa candidale for the position of 
Minister: therefore, his questioning of 1his would raise doubLts about 
his judgmieInt. 

Because power is a hlman passion, an end in and of itself (as are 
fame, tortu1ne, sex and gainbl1i ng ),itcan mobilize energies even in ihe 
face of conflicting "objective' indicators. Thuls it happens that the 
incumbent Minster of the Economy, feelin tihe burden of his 
position and believing that with his accession to tile post there are no 
furlher pretenders to the job, commits a sin which intile end could 
well cost him his post. 

Finally, it bears rneniioning that all Ministers suiffer from unfair 
compellltioni perpetrated by candidales anxious to0 succeed them. 
Politicians often see that Gresham's Law applies to econonlistS is 
well as to currency (lie inlferior economists will replace the better. If 
a politician consults two economists. one of \vhom tells him some­
thing cannot be done, while the other says it can, the pressure is 
intense on tile one who says it cannot. As a rule, the naysayer is the 
incumbenl Minister. who better appreciates the inherent costs of folly 
than does the candidate for the Minister's job. 

Some Married Couples Discuss Their Marital Problems 

Two forner Ministers of the Economy of* Argentina, after reading a 
preliminary version of this monograph,were kind enough to provide 
me their comments thereon in writing. I include both letters in their 
entirety because in both cases Iwouldn't presume to summarize them 
for fear of taking away f'rom the forcefulness of' their original texts. 
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My esteemed 'friend,de Pablo: 

I read your "How to End ip allUtter Failure as tile 
Minister of the Econonmy with intei est. I detect your charac­
teristic sarcasm. \V'hich hitnts the S'eriousness of' the subject 
matter. 

But why does he have to fail'? Why don't y/ou rigorously 
adhere to thai Middle coLiise betwen tWo extinemes which 
y)l. in sLichlI lialcCtical fashioIl, delineate for eath topic'? 
[ailres aiid sucCesses. inpolitics, ail'lmieasurCd So easily. 
[or e.inip)le. V)Lodon't ntion at all that s,hare o1 luck all 
Miili Sr inLtuslhave who achieve anl\, kind of siuccess. If Ibad 
Ilick is ridin with him. even if he avoids all the errors of* 
comniission or oinission \oildescrihe. not even the best of 
individuals will he able to co Lnduct his policiCs to aSuccess1ful 
concluion. As Napoleon said of' hi,, ield marshals, lie 
ValltCd thoSe with W1whon1 If' they didn't havelick was ridMiii. 


ain\y itck, hcyvweren't ofalV use to him1.
 
., o the iCst, SucceSs o1- IaILit ltleills Oil tMinister's 

"o.1 1, reasonably quantlified goals. If his aiini is growth, 
what was the in.1ciease in allocation of capital? If he wants to 
nC',derlate Lill ed'1(1 he o it? If he wantsICLI C\lansion, how (IfoeS 
to '2:OieC OLii o icsi-CCC iPI. \ lieutand how will lie dt it'? It' 
he's fightinc inflition. he will mlesiLIreC infhition by Ione­
tary and price indices. And s on. All of which geniierlly lls 
little to do0 with the dail' vicissit:dCS of the players play­
ne tihe econonic aine, asI the incuintent Minister isfar 


Concerned. 
Ibelieve accLrteii information IS a cuarantee for0Success. 

The Minister mllUlt look for his sOUlrCes of inlfornatlion wher­
ever they are available. The Central Bank and INDEC 
provide qiite a hit: the Treastiry..so1ne lore, and so on down 
the line Ior the renaiiiiniig Lovernment depiariments. Outside 
the Administrat ion, a NinisteriC ISseek infornatiol throughinut 

those with whon helspeaks, those who \isit with him, or those 
he himcsl f eeks (flit. International infornalion, which today 
is as ital aS rom11 l Inlst beiillforllat loll national soUrces, 
SOtu cht wilthtiut. The sCaC goCs for the readingc of'newspapers 
and nlaga/ines. Only a Iinister who is better intormed than 
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general public and government staffs will be able 1o conducL 
his policies skillfully, providing luck is with him. 

And don't fltget file political context: aIMinister of tlhe 
Econonly is JUSt Is politicall Is anv other mem her of the 
Cabinet: he's .just nmore suh.ject to the criticisms ol' those who 
imlportunl hIlm to ailloc teal ' scalrcL resourices, who seek, 
in general. tax relief. public expend itures, subsidies, credits. 
protectionist fivos. incentives, and who go through sundry 
other suhtle or notl-so-subtleInIot ios to IInalg I flnding 
sources witlhol hii c Itoearn them themselhes ill usiness. 
Politicil nllipulailOll ol public opinionlland tlhe political 

power lactor are not ascience hut allarl, frol which itfol lows 
that i successful Nlliilister also needs atcertin aritistic bent. 
though not necessarilh one of hist ionics. Soic qualities are 
learned: others aire the productl of hereditv: tilet1 inhre of the 
voice, personal malgnletism or instantaneous ant ipailhy, ap­
pei'ace,;a i c,or aiscowl, tile quick comeback, the ability 
to improvise ill the piesence ofioe's listeners, e1c. 

IcoLld cotinuelC IlliV 'ommlilients ad /infinitum. For today, 
let these suffice. Regiirds, 

Roberto T. Alemiann 
M inister ofthe Economy, 1961 and 1982 

and 

Dear friend: 

I have received ,O'ir draif...and, IS reCLuested in the ac­
companying note, I herewith provide you with my comments: 

In the first place, Imlust congrI.ultile y'Oti on your title 
which should self quite well... it's ''catch''" isyou journalists 
sa),, and. IdditiolhIllV, it's writtel with your characteristic 
witi insi-htfulne1ss andl hn1o1. 

I have 1othirg had to say' aboul your efforts. What I 
would like to do. however, is pass oil sonic thoughts that 
uMight prove Lsefl'l to \'oLI. For example. your manuscript 
Seems 1t llee oi Stlhe conclusion that1 everything could be 
resolved if we could only set things up in such . Wily tlhlt 
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Ministers of tle IF.COilonl wond fi,l liSh soie prep acadenliy 
wilh the "Miini ster of the LconIomV deree"already in hand, 
the \way admir s,, gencrals or brigeadiers do. 

I believe it is cr'ci',tl to point ou tat a Minister is not 
someone who cal bring Off a perl'ect: pertoriance if he is 
mrel\ preparcd for such, because what is -rucial are tlhe 
CircumsMc', rIud.Ie.r whfich he imust perorm, which ci rcum­
stalce" h ldalnltactlxI ' ,,Iipe him. 

The prolll.iIealiol of' an1 eCOtoliC policy ald evrn tlfe 
backine of the President mav nt0 be enouuh in iniies of great 
upaICval like thosC we arc present lv witnessllg. These are 
liellse whenl po werf uI sectariaili Interests strueele for SUpren1I­
acv, cl'cat i . a lif'e of theirdlolo'g',cs that acuire ,owvn,and 
work to mislead publlic opiion1 . 

The di(aholical proliferation of opilliols and their purvey­
0ors. inI 21IId i1l-prepared fkOr tie task. creates a veritable hell 
in the midst ofk hich the ieore reasoned voices seem like cries 
in tlhe dcserI. 

The choice, then. is not the proniuleatiol ofian economic 
plan or its adeqtule colintllli'ti11. Rlther, it cOllIeS down 
to re-estabishine an offllicial algency designed t0 Create that 
conlfidene which is indispensable and which enables the 
hI.arnmioions deve lopnlent (If activities, not onlly ecollollic 
activities but cultural and political as well. 

There is another poilt, ofi lesser i lpoIrtance, hut one that 
(.e.'rves cxplaatmiion. I believe that adelunialiine effect 
afflicts Ministers in the discharee of thCi miisierial (uties. 
especiallk those who ea in access for tile first tirn11 tile pOIlp 
and ci rcnstance associatedi With the position. This dehu­
maniatlon ilakes away oreatlly from tile efTectiveness of' ob 
performance and. as a rule. tis ministerial hearing lingers on 
loll( after tIe pOsit Ihas leen teIi nquished. 

I conl'ss hlVinc ne.ledCd 1t resist the atllure o,f power in an 
attempt to retairi lly personality. I can't say to what extent I 
was successful. but I mlluSt have had1 e success beca.use, 
only a few days ago. aln iassociate (f yours, Ican't say whether 
with admiration or pity. toldime that as Minister I was too 
hunhl­
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Of course, this doesn't bother me, nor does the abiding 
lack of regard those of us must face who, thank God, have 
little arrogance in ourselves because, as a rule, mediocrity 
would sooner respect the petulant thar the virtuous. 

Not so long ago Ministers wei. to their offices in coat and 
tails. There are many who still do so,at lea:t in asort ofmental 
coat and tails. This has its advantages and drawbacks, like the 
suits ofarmor worn by medieval knights, for wilom they were 
more of a nuisance than a protection 

You'll forgive the fact that I give vent to these trifling 
feelings of bitterness although, in the end, when the final 
verdict is in,they will be cause for pride and not for mortifi­
cation. 

This closing comment may seem trivial to you but, in my 
vast experience, Ihave seen many officials fail, having been 
enveloped by those of lesser stature in the trappings of the 
position, and I think this is germane to the title of your work. 

Very cordially yours, 

Jorge Wehbe 
Minister of'the Economy, 1962, 1972 and 1982 
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APPENDICES 

A. The End of the World, the Deluge or the System? 

When do you think the world will end? If you stop to think about it, 
it's quite likely you've never given this important question serious 
thought. The fact that you've not stopped to give it it thought, 
however, doesn't mean that, based on what you've done or failed to 
do, it could not be concluded that you are absolutely convinced that 
you'll depart fron this Earth before it explodes, freezes over or is 
covered over with water. 

Let's assume for a ionent that the world were to end in, say, a 
couple of hours and that you knew it (this bit of information, 
obviously, is crucial to our exercise). Would you do the same thing!; 
you intended doing before you learned of this momentous event? 
Assuredly, you would not. From the economic point of view, we 
ought to phrase the question in the following way: from the moment 
you learn about its inminent destruction, how much are a house, a car, 
a dollar, an ice-cream cone and a kiss worth to you'? 

Now, let's slightly modify our exercise. The world is going to 
end, and as before, you are aware of that fact; but now, instead of 
ending in the next two hours, it will end in a couple of months. I will 
wager. again, that. vis-a-vis your current belief that the world will 
never end, you will nmodify your behavior, but not as. much as in the 
conditions described in the preceding paragraph. Again, how much 
are a house, a car, a dollar, an ice-cream cone and a kiss worth to you? 
Shift the moment at which that you feel the world will come to an end, 
and you'll see how tie relative values of goods arc changed. 

If' your powers of imagination are weak or your anxie!y great, I 
propose to you a hypothesis superficially different but essentially the 
same as my Doomsday hypothesis above. A foreign tourist is about 
to leave a country that has a high inflation rate. He has already passed 
the passenger exit counter and the preboarding of his flight is being 
announced over the P.A. systen. At that precise moment, he puts his 
hand into his pocket and cones up with sonic bills from the country 
he is about to leave. The only thing available is a concession stand. 
What difference does itnake what they sell or at what prices (in local 
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currency) if, uinder the circumistances described, the issue at hand is 
not laying his hands on goods hut. rather., getting rid of money?
(Doesn't thlis explain some of those inucredible "'souvenirs"' we have 
seen at the hoIuses of friends who have come back from trips abroad?)

Let's imagine adifferent setling now. Assume that illia few hotrs 
another U9niveral Hood will Ieak loose, and. of course, you know 
blhOut it. UnJlider these ciI'CLIIMIlCS,ll(t\a
e 1ll1.ld) are ihoLise, a1carl, al

ice-cream cone, akiss, ;ll illbrella. and an ailission ticket to Noal's 
Ark worth to N'oui? 

ComIparing the results with those for tile loregoIing exercise are
quite interesling. As before, lie cost of hoiies will certainly decli ne 
immediately. Now. however, ne\ choices enter tile picture, (1foi'
example. ihe admission tickets t(Noah's Ark) such tlit, along with 
tile intermediae choices (the kiss, for example) tihe question mighl 
not be s;ocuL and dried. 

The essential difTerence bet w,.en tile I)oolmsdalV and Noah's Ark 
models is hiat. though both signil'\ a prol'otd discontinuity ill 
evolliion (a cltlai'ophe. to use tile lerminology of mlloderl mallthe­
malical research, which has some rather iliteresting appllicatlions ill 
economics), while models of the l)oonlsdav kiid eCillighten us coil­
cerning permanent an1d inelucLable colidilioris, miodels of the Noah's
Ark type do so with respect to transitory and (at least partially)
avoidable situations. And this explains why. in Doolsday-type

models, the relative cost of consumer goods only increases while, in

models olthe Noah's Ark type, the relative price of anythling elabl in
 
oie to escap tiehdifficult siLtnat1ion-here defi ned as tlile admission
 
ticket to the Ark--goes up. The seeni 
 gly i1ost innocuous hul in

reality iiost dingelous version of Noah's Ark-type Model s,
so wide­
spread in countries like Argentina, is Ihat which goes "'onemore flood
and it'll be the last.' TIhis is tihe macroecononi lic version of"bring on 
the cn'tlm lcram'/. I'll go ol riiv diet toilio'row,'" and m'ivetie t

Ilight-l'll finish this packet of'cigaetllte.s and theilgive up smlokilng," 
not to lentioni their parallels in extramarital affairs. 

Opposite tlie l)oomsday and Noah's Ark models isa system that 
links what occurs ilamarket dun1g oie period aILd in the next. In lhe
Doomlsday aind Noah's Ark models. the suI of the funds collected on
credits alreadv granted is ;inalmost arbitrarv number, while in a 
system a rehti ionsliip exists between funds taken iiiat the window 
where people pay off credits already granItCd idfunds paid OUt where 
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new credits arc accordcd. III models ol the Noah's Ark type, the price 
of coods is alhiost arhitrary. while inI a system. price (that is, the 
numlher that "sthe.re toCda\ ' and will he there tomorrow and next week) 
is the nunhr that makes it ptOssilIC. both today and in the 1uture. Ior 
the sinultancouS gatllerillu of horrowvmers and Ilders to exist at the 
winidmx\ 

1l'he co tltraslln, ofthe l)ojlnsday and Noah's Ark models ol the 
one hand alld olfa syste on tihe other hllep, to cxlplaii why ecollollists 
tood econoist, that Is) make st'tements so diff1erent froni the lest 
of society. (Did ,oion kno\ that there are two dltinitions of, tlle 
'collectivc waltllh, onle provided hy those who have already made ii 
to the t p, the othcr off.red 1w those still ichtinu to .ct there?) The 
economist think,, about today: lie thinks albou toill 'ir\ow:bit, abovC 
all, lie is not irolant of, the relationship that exists betwen xkiat 
lappcns toda\ and xxhat will happelln toioIrrow, which explains our 
insistence onl the perspective provided h the systen. 

A system is. then, a syVoiltli .r disciplin ie:: sVlollylnl for tile
 
respotisihilitv to liotllot ohligationls 
 that have been contracted, by 
accepting the discrepailcy betwe'en what was believe,,d would happ-1en 
a.nd what actualhl did(iand. soiliti mes, bet ween what is heitg said 
now, vlat was bcix,.e(l would occur tlieu, and what actually oc­
curred). A Sstci1 iS 1x nlonIIioIIts \i th cradicatnllil frorni o;e's heart 
aid 11intid lld. cOnsIC .eiitlyv lfrol l ie xxorld of Speeches. thie Specter 
of' Universa l)isaster ats a iM121ic wainid of ecoiionmic policy. It is 
Synionytmous wiil understantdin a lheartreldinu but nevertheless real 
aspect of I e: narnicly. that from flie standpoint of material necessity, 
life is tuuh. aihnd that efforts hrinc results. Fiilly,. a system is 
SytiOIylOUS wvith ittClicenCe. as t p to opportunistic llprovi­olld 
sat1 In1,1t uLse Vctor Massuh 's apt ternii nlohgy. 

To he inl Iaxor of a systen is to hciin to dcvclop different 
attitdes. A system eiys rise 1t iiexv niodes of behavior, uniliatetal ly 
disbands special interests, aids in disbanding other special interests. 
and encourages political lea.delrs to c0111 up vi thi a gov'etnment plan 
that permnently iinproves the situat ion. 
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B. Identification 

Wilh apologies to Saint Thonas Aquinas, (he case for tlhe 
existence of God is the most perfect example of identification 
(or its lack thereof). 

The matter of identification is deall with in econometrics textbooks 
in the chapter devoted to si lli taneotls CLftLions. That is to say. it is 
contailled in a ChaptCrthe student normally gets to when lie's tired, in 
a suLIect millatte he normally' approaches wvilh dread. The result call 
be anticipated: Most economics graduaLes (do nt master the suhject, 
which is llfortLnate given tle importance that idenlification, holds in 
tile alial \sis of e )colloil c pol icy. 

It is impossible to fully grasp the subject of identification in the 
context of ecolioni polic) x ithoul at least a superficial understand­
ing olho\ one proceeds ill ecotlonic policy. In econmi ipolicy one 
follows these steps: I )collection offacts: 2) classification ofthe facts, 
with Dlarti.ular atlenlion to those which, as far as economic policy 
goals are concerned. are identified as problemis: 3) causal explanalion 
of the aforestated prnblelM : and 4) elimiiiation and/or mitigalion of 
those prohlems, to til extenl possible. 

This order is not froluils. It starts with tle collection of tlhe 
facls. It would be diffiullI to exaggerate the need for adequate clar­
ification of fa.cs, prior topoceeding with th.eir anal ... The number 
of dCbates tI lat woUld not have taken place, wasting already scarce 
resources, if the facts had been adequately set forth is notewortliy. 

Once the ficts have been sorted out (the inflation rate, for 
example.) they iltist be qualified and classif'ied from the standpoint 
ofeconomic policy ,oal. Again. given the paucity of resources, what 
purpose is served in dealing ith that part oftihe economic reality that. 
in tersls oflthese goals. "is doing fine"? ()e need focus allenlion only 
on those sectors that have problems. 

Having sorted out thle facts and folused on those that reveal 
problems, one must explain said facts (Iicir identification), and, 
among the possible causes., determine which cause is operative in the 
problem under consideration. It should i6C noted that ill ecolnmic 
analy'sis. tile invest igat ion proceeds from causes t efects, xhisle in 
economic puClicy, We proceed in inverse order. from efTects, or 
problems. t0 causes. For example,. there is tnemployimcnt and tlh;s 
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constitlutes a problem: why is there unemploymenlt, here and noW'? 
The final step consists of determining whether the means to 

remedy the prOblCm presen themsel xves from the causal explanalion 
of that which has been judged to be a problem. For example, there is 
unemploy'ment bcausC there is a crisis in the balance of payments; 
there lore, let us resolVC fhetCrisis ill the blahce of payments. 

Those devoted to analaing,ecoilillic policies will find it useful 
to ask, in the order presetlled. three questions: I )what is the problem? 
2) is it my prohlem (or that of the alt horitics)'? and 3)what can be done 
about it'? 1ViOuslV. the order of these quCstions is n1ot lortuitouLs: 
Illmorover, eaIi Of thelII Callcrellder tie rest superluous (Something 
that isn't a problen Ior example, doesn't require solviing), Ihus 
lreinC tihe econonii stto consider another case. 

Identification is concerned with being suie that observations in 
real life coincide \\ithi a nIlocl! or theory; it is being sure that One has 
identified the real prolCI. TO illustrale the su bject of idlentification, 
we will resort to wfhat we hope will he an entertaining situation 
unrelated to economics. We will keep tile Setting in its original 
Spanish context, pro'idiing the English equivalents, :asnecessary. 
The story gocs that a little rascal ola hov,Omar Ralo. chanced upon 
the written word CASO (case) and with exceediniC mticulousleSs, 
proceeded to cut up the word. letter hy letter. What groip of letters 
did Ranio form with the word CASO (case)'? That's ineasy qtuCstion: 
that group which is composed of the letters "C-A-S-O" (because two 
glrouLps are the saic if they are composed of the same elements; 
merely changing the order of' the letters won't create a dif'fer nt 
group). Bored bx it all. little Raio left everything lying oi the table. 

Ester Retes, Onar' s mother. foUnd an "'0",a "'C",an 'S'' and ill 
'A- on the table. After she had pointed ouL to Onlar that he shouldn't 
have lefteverything in s.uch a mess, she asked herself: what word 
could he have cut Ipt0 coIlle Ipwith this groLlp of letters? She easily 
identified the word COSA (thing). She Iiked the gane and went on 
with it. And then she identified the words SACO (jacket), CAOS 
(chaos), OCAS (geese). (AS() (case). ASCO (disgust), SOCA 
(sugarcane, as a young plant)and ACOS (the p.,iral Itwn of the name 
of' a small plant). 

()1ar'S quesltin, that Is, the passing fron The word to the letters, 
was easy to answer. As we wil! see in a monlent, on the other hand, 
Ester's que tion 'nay evel turn ouLt no to have any answer. Let's see. 
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Ester examined the edges of each ofone the letters, lookingirregularities that might enable her to recognize-if oly in part-
for 

some order in the letters. (For example, if by the shape ot the cut 
marks she had been able to discover that the word had a -C.' followed 
by ill-A,' she would have immediately kept the words CASO,
CAOS, OCAS. arid SOCA. elllimilatine the words SAC(),ASCO. 
COSA and AU )S. Ilavinc additional inlformialion which natched 
other in fO.,iatioln, she onld be able to make progress in her identi­
fical i( pIlocess.' 

1But. no. A ,had luck v,LILd have it. Oniar had cut Up the letters 
illsuch a ineticulous fashiln that it wa.s't possible to make any
hea\% av with lhaltapproach. So Ester gave iuip.'What word did you
cut Up. son01,to prldhice thal grolp of letters? -.Al..." replied Onar 
in a toile of voice thal seethed to make flm of is mother. "Guess!Il 

Wallt a,cILe'? 
 The word beginus wilh " Ester inminediately 
eliilinalted the possibqili-es that didnl Isalisf' that requirement. That 
left her with the words CASO. ('OSA and CAOS. "Want another 
oie? Onl if ' e have crepes \ ilhcustard creamli for dessert tonight!" 
"YOU're oil!' she replied. "()K. the word that produced this group of 
!,:ers alleritaes colsonl ts oilivowels. " This new bit of illforma1.ltion, 
importait in that it enabled .ster to make progress illher identifica­
tioll. nalro\,ed the group of possible 
 words down to the following

pair: CASO and C(O)SA. "-low about a final cliue?'" Ester asked. 'No,

Mama. that's elioutl for t[e,' said 01r,1a. a little piqued. "'The word
 
is CASO."
 

By the tile Ester had concluded her process of identification, her
 
suspicions thal her son 
 was hinself a 'case" werereal confinied! 
I-towkever, illthe process she was performing in furCrtio that is crucial 
in econorn ics-identilying what tile tour scrambled letters really

ineal~riturt as econtonists rMust be careful to interpret complicated

intorrnatlion 1t unlderstand real problems, not.just problems perceived 
by itidividutals il the eConom\. 

C. Error lVkpe 1, Error Type 1i 

The Error Type i. Error Type I1approach systematizes factors that are 
relevant in making decisions tnder tncertainty. No method, as good 



35 thow 7o Ed Up An Utter Failure 

as itma), he,can eliminate uncertainty completely. A certain am11ou.nt 
ol uncertTii tiVis normal and unavoidable. 

As an example of Error Type I. Error Type II,consider the story 
of Pepe Ratones. Pepe dreams of being able to kiss the wonian who0 
lives next door to him, whose nme. at her retltuest, we shall not 
divulge. I le cannot make up his mi.nd to "go fOr it,"however, because 
he doesn 'Iknow ho\ she would react-and olfcolrse he doesn't dare 
ask her! 

Pepe. who iSvery thorough in ever\ lhing he does, senses that his 
problem iS doublc-dged. Oil the one side is ilie issue of his own 
decision (to kiss or not to kiss) and. on the other, his nei ehbor's 
reaction (she'll like it or she'll give him a royal :;lap-Ic makes no 
provision for her indifference. \hil lie l'inids unimaginable). Pepe 
also senses that both edees lofthis S\ ord are independent l'each other 
and that therel'ore, strictly speaking, tlie case ie+s contemplatinlg 
gives rise to tour possible scenarios. These are. I ) he kisses her and 
she likes it: 2) lie does not kiss her and she would not have liked being 
kissed by him: 3)he kisses her and she does not like it: and 4) lie does 
not kiss her and she would have liked it. 

As the reader will appreciate. possibilities I and 2 are completely 

Does lie
 
kiss her?
 

Would 	 YES NO 
she like to 
be kissed? 

YES 	 ERROR 
TYPE I 

NO NO ERRORTYPE 11 

http:am11ou.nt
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different-you won't pretend to tell me that the participants' welfare 
is equal whether they kiss or not-but they do have in common the 
fact that there is no conflict between them, because whatever he does 
that is the choice she prefers. Possibilities 3 and 4, on the other hand,
both present conflict: in these cases, she prefers the opposite ofeither 
choice he makes. 

When making decisions Under conditions where there un­are 
knowns, then, a couple of logical errors are possible. On the one hand,
the Error Type I consists in rejecting the hypothesis when actually it 
is correct (in our example, choosing not to kiss his neighbor, because 
he thinks she \,onld object. when in reality she would not). The Error 
Typc 1I,on the other hand, involves the opposite mistake-accepting 
the hypothesis when it is false (in our example, trying to kiss his 
neighbor, assuming she would like it, while, in reality, she would not).

The diagrain graphicallv illustrates tile arrangement or layout of 
information whenl decisions involving unknowns toare be made 
based on the Error Tpe 1,Error Type II approach. (This version of
the diagram incorporates a useful suggestion made by Roque Fernan­
dez to use di ferenl expressions on the circle faces to illustrate the 
different degrees of' well-being achieved in each of the situations 
where there is no conflict). 

Anyone who observes reality carefully will see that the world is 
f111 of men and women with smiling, happy faces (the stars of scenario 
No. I): men with bored faces and women with happy faces (scenario
No. 2); men with women's handprints indelicately imprinted on their 
f'aces and women with faces distorted by anger (our No. 3); and men 
with smiling faces and women with bored expressions (No. 4). How 
call we accounl for the simultaneous existence of differing scenarios'? 

The answer is that several considerations cntcr into the decision­
making mechanism that will lead a man to opt for one of the two

possible columns: hor example, there is the subjective probability, on
 
the man's part, that he will or will not make a mistake. There is also
 
the cost associated with each of those probabilities. The man who 
thinks he is irresistible, the one who does not mind getting slapped in
the tace every now and then as long as he gets a little kiss, will both 
go ahead and kiss. and put up with the consequences. On the other 
hand, the man who judges his being repulsed highly probable and 
who, independent of his judgment of that probability, will not take a 
chance on being rebuffed by a woman, will opt not to kiss-also, of 
course, putting up with the consequences. 



37 How To End Up An Utter Failure 

Let's come now to tile rescue of the reader shocked by the 
sensuality of our reasonings by illustrating how the Error Type I, 
Error Type I1approach is applied to the area of our real concern, 
economic policy. In economics, a distinction is made between ex­
ante and e.\-post values of variables, concepts that are involved in a 
lottery, for example. Whoever buys a lottery ticket believes eX-anU 
that his is going to be the winning jackpot ticket (gambling, in the last 
analysis, consists in selling the illusion that all the nulbers sold will 
be the jackpot ticket), while e.i-pst (i.e., after the drawing is over) it 
is clear there was only one winning jackpot number. In all expressions 
of life and consequently in econcmic policy matters as well, decisions 
are based on ex-ante considerations-that is, in the presence of 
unknowns. Consequently, anyone outside of government who must 
imagine how the government will react to a particular fact nust 
conduct his reasoning along the guidelines of the Error Type I, Error 
Type I! approach. 

An example: a company calls in a financial analyst because it is 
preparing a sales program and strategy for the next period, and 
management must commit itself now in terms of production plans, 
sales tenns, etc. The company wants to know whether the govern­
ment intends to make any important decision during ihe period in 
question. For example. is it likely to double the official exchange 
rate'? Faced with the impossibility of taking out an insuranLe policy 
guaranteeing the rate of exchange, the decision has to be made based 
on unknowns, on uncertainty. In this regard, whoever makes the 
decision could make a couple of mistakes. For instance, he could base 
his decision on the assumption the government will devalue currenlcy,
and it turns out the government authorities maintain the rate of 

exchange at a fixed level. Or he could assume that the government 
will not carry out any devaluation, and it turns out that the authorities 
do change the exchange rate. The company's options, as was stated 
before, are a function of the probability assigned by it to each of the 
alternati, es as well as of the cost to the company associated with each 
of the two different kinds of errors. 

I hope that this intuitive presentation of the Error Type 1, Error 
Type 11 approach helps improve decision making as well as the 
analysis of economic policy as regards the dimension of conjecture 
involved in decision making by economic policy planners. 
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D. One and Only One Minister Isn't More Than Enough 

In many Latin countries, it is said to he expedient to de-emphasize the
importance of matters dealing with the economy, which are consid­
ered to ie lowly concerns, and deal instead, wihll more exalted affairs 
(in Argentina. this point is often made in terms of its current case of 

acute eConomy-ilis"). It is also said that,1, t0 avoid a Con1flict of
personalities, it is important to avoid a situation inI which a Minuister 
of the Economy makes the President look as if he were takirp . hack 
seat. Such thinking is seconded by those in tle private sectur who 
think there ought to be someone in the government who ':s clout 
equivalent to that of the Minister of the Economy, but who serves as 
defender of private sector interests. Examples oflthis kind of thinking
include the belief that if there had been a Milister of Id ustries
alongside tile Minister of the Econonly. 110 recourse would have been 
made to exchange-rate policies to reduce inflation, or the belief that 
the existence of a Ministry of the Agriculture alongside the Ministry
of the Economy would guarantee that n1o future export taxes would be 
proposed. 

Recent experiences, both national andi international, illustrate tile 
point. At the national level, we are reminded of the abolition in May
197 1of the position of the Minister of the Economy, occupied at the 
time by Aldo Ferrer-an occasion which appeared reduce theto 

number of Ministers 
 from one to none. What in fact happened,
however, is that tile real number increased from one to two as tile 
Minister's responsibilities were discharged by the Minister of the

Treasury and Finance and the President of the Central Bank.
 

In the United States, President Richard Nixon at one point had one
 
man as Secretary of State, perlorming tile ceremonial roles associaled
 
with foreign policy, while another in the White House ran his foreign

policy. In his memoirs Kissinger brilliantly chronicled this regret­
table experience, in 
 which two people maneuvered to perform the 
country's foreign policy responsibilities. In the caiJy 1980s Brazil 
actually had three difTerent people doing tie Minister of the Economy's
job: Delfim Netto, who was Minister of Agriculture: Mario Henrique
Simonsen, Minister ofthe Treasury; and someone else with a hard-to­
pronounce name, who was head of the Central Bank. Brazil's 
experience resulted in a Cabinet crisis and in the concentration of' 
economic power in Netto's hands. 
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What do the three related experiences have in common? They 
have in common the failure of the belief that the ideal number of 
Ministers of the Economy is other than one and the mistaken belief 
that the duties of the office can be discharged by anyone who is not 
formally charged with the position of Minister of the Economy. 

The key to the issue derives from the need to distinguish between 
responsibilities and position. What is the primary function of the 
Minister of the Economy? Ilis primary responsibility is to atpply tie 
Principle of Scarcity, which in practice means saying no to govern­
ment o'f'fci1,, v,\h1want to erect yet another bridge, no to corporate 
officials who want yet another tax reduction, no to exporters who 
want higher exchange rates, no to renters who want lower rents, no to 
property owners who wani.higher rents, etc. This function, it is clear, 
must exist, and it cannot Ibe shared. 

Without any disrespect t0 the head of the current economic ad­
ministration (this paper was originially written in 1980), I would sug­
gest that both nationa! and international attitudes toward him are a 
functiot of his official duties, not his personality. In recent weeks I 
have asked audiences in a dozen or s different places ifthey knew the 
name of the current Minister oflDefense. Only once did anyone give 
the right answer. When I asked how he knew who it was, he replied, 
"We live in the same building.'" I'll bet you good money that if Marti­
nez de Hoz gave up his post as Minister of the Economy to become 
Minister of Defense, no one would rentember who lie was. 'Fhe pub­
lie's ignorance of the identity of' important government ministers 
highlights how little difference it makes who occupies those positions. 
What matters is the country and its policies. Let's make it known in 
Argen;ina who the minister will be for the next few years, and if we 
do itwith the same sense ofsupport that was given to Martinez de Hoz, 
we'll find the doors as opent as ever. For I am convinced that beyond 
initial differences in response to personalities, international doors are 
not opened or closed to Martinez de Hoz, but to Argentina. 

I believe that the duties of a Minister of the Economy should be 
discharged by one person alone, and furthermore that the individual 
discharging those duties should hold the office of Minister of tie 
Economy. Deterring, ho-,'ever, to the mxim that tie best (efense is 
a good offense. I will advance my proposal by showing that all 
competing proposals, following a period of' confusion and missed 
opportunities, will necessarily lead to mine. 
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Wily should there be one Minister of the Economy anli not none? 
Because if we retain the duties of the Minister but eliminate his office, 
the only thing gained is that those duties will he discharged by some 
government off icial who is formally entrusted with another office. 
And who would be the likely candidates? Another minister, the 
General Secretary of thc OfTicc of the Presidency. or, worse yet, the 
Chief' Execut ive hi self'. Can Vyo1i picture tile na|tioll's President 
dischtreiti, in addition to his already demn:ding mandate, the 
debilitating job that is today perfirmed by fhe Minister of' the 
Economy? There is little love shown to the President who put, the 
scarcity principle-fewer is bcst-into practice. 

Why then one and not more than one Minister of tie Economy? 
Iam not ain expert in deci sion making. but I amnimy own employer; I 
aml married and the lather of'children. In short. I am used to making 
decisions in LIif'ferenit spheres of' li fe. and experience tells me that it 
isn't LIiffict ft to ablstract sonIC rules 1 comnthat ar IL)t lie successful 
decision-snaking process in geceral. One of the most basic is that that 
process is euvehlped by an inevitable loneliness at-::i by a clear 
pJrinciple oltulit\. i ters ofthe case at hand, what will ag overnment 
Lo when its Minister of the Economy. or its Minister of AgriCu.ltur'e, 
concludes that the rate olexchiange must be doublcd, vihile an advisor 
to the Office of*the Presidency coLuInsels that exchiane rates must be 
maintainedt as they are? No one can Seriously contemplate splitting 
the Li ffcrencc-avera.tgin e Out the protp)sals---aId even less flipping 
. coin or choosing One COnleS o eveil LlayS of the 11onlth alld the other 
oi tihe odd Llays. 

This example shows that li tiille Candidatcs aspir ilg to carry out 
the Minister's duties will proLUce al tunstable system. Even if' 
everyone is thinking the same wa'y'. it Ldoesn't follow that the nultlber 
of'posts shou ld multipl\: ile tme Will come when they disagree, and 
then what? YoU \\ill only have to wail Otut the first tea crisis to see who 
is in charge. In the meanti me, we wvill i ivent a new profession in Ar­
gent ina., that of the cconocratologist, or the expert in figuring out who 
is really running tile econoniic show. I know of' no exaniples ill which 
experiments tLofind out who has authority have been successful. 

We cannot avoid the conclusion that the optimum number of' 
Ministers of the Economy cannot be less than one nor can it be greater 
than one. 
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E. Economic.loirnalism and Government 

Ask a high-ranking gvVe, *uncnt official to describe ajournali::t (on 
any day except Journalists' I)ay, and yoU Will get a description 
soniething like the following: "'Veryrareexcept ions notwithsting, 
they are an i nsuI ferale lot, insistent, who call oil us lUSl whell we a1re 
inl the middle of, work, who make things up like crazy, who distort 
information, who put Ill O111 thILsthat We could notstatcments ou 
possibly have said etc. 

Now let's r'VersC the sitnation, and ask the.journalist to describe 
I governlment olficial (oil any day except the day lie takes office), and 

you will get something like this: 

Very rare exceptions notwithstandinlg. tl'.:'rean iIcon­
sistent bunch. saying one thing today, doing another lomof­
row. They seek you out \Vheln tihey want VOt to write some­
thing favorable about them, ut then they refuse your calls; 
they think they have said one thing: and when you publish 
what they actually said, they gel angry and deny ever having 
said it. Thdy conduct important meetings Irorli which result 
absurd communiques ('The National ('abinet iet to consider 
matters of natioMal concern.'') or that elicit laughter ("'The 
Ministers of th -conomy andi Labor met with the President: 
the wage issue was not disclssed."), etc. 

This antagonism is int rinusic to tile process because, as I will 
demonstrate shortly. ou rinal Isil isdedicated to inform ing arid analyz­
ing contemporary economic events. Let's begin by considering the 
subject from the goverrmiet's ,alandpoillt. 

An ilmportant incident from ItX2 will take us to the Iheart of the 
issue. Instead ofdoubling prices while interest rates on capital assets 
remained the same, why didn't l)agrino IPastore-Cavallo order exist­
ing debt levels in tile financial systelii and Ire total liitlrlt 0f'savings 
deposited in that systein to be cut i lihall'? The answer is that froI one 
day to the next you can literally legislate the Central Bank's admin­
istrative order, Iiluidating assets and liabilities by tie f'orriier proce­
dure, but you cannot accoiiplish the sa.iie resIlt thl'ough tie latter 
procedures. 
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And wihy is it important in econonic matters to he able to legislate 
from one day to the next? The answer is: to preclude, as much as 
possible, individual behavior and practices designed to circumvent 
such econmlic pc licy intervent ions. (hi this context, it is important 
to keep in mind the distinction between eluding taxes, which is legal, 
and evading tlim. which is not. ) The less an intervention encourages 
Citilereludi ng orevding ofltaxe;, the greater its overall impact,and the 
broader the distrihut ion of its burden. For example, to raise a given 
amount of revenue, lhe 1-ore people who pay. the less each 1uist pay 
and vice versa. [or this reason goernment officialsare loi 
they seek as much as possible to hiide their policy interventions in an 
att tllpo rninifiize dodging. C)1 course, from tle standpoint of the 
holiest coverniment oflicial, what difference is there between savers 
who get wind (f'soniet Ihli '' about to happen that will laffect them 
anid all other savers? 

Analyzing the issue from tile standpoint of the Covernnent 
official clarifies fkr us the logic controll ing the opposite point of view, 
t1a of t lie.journalist. Why' does lheourinallist try to sneak a peek inside 
that economic policy 'kitchen"? (I ani here limiting ny analysis to 
ploys that are legal. like tlie well-known game of''lying to get to the 
truth.' and excludii" OutLtri,,lt buying of informationl or the like.) 

Again, if none of tlie economic players who Lsti shotilIder the 
effects ola changed policy chan,'ve his behavior and all paid the price, 
the impact of the change on eaL ,heni woti1(1d be minimized. From 
the standpoiiit of these economic players, however, no burdeii at all 
is prelerahle to somiie burden; anti it is even conceivable that advance 
knowledge of such changes itselloflers opportuiities to make money. 
(Who hasn't dreamed of gelting advance infornit ion on a new major 
traffic artery ilr order to rish out1 and either buy up or sell off 
property?) 

For this reason, each plver in the economic arena hasjtist as great 
anl interest in gettirig atdvace news of' changes in economic policy to 
avoid their effects as the uovernment official I described a moment 
ago has in keeping it from himin. 

While the price people will pay For this inlonlation depends on 
its valute ,o thierii in different circtirnstances, the point is that nobody 
behaves in the way portrayed in simplistic models ofeconoiiic policy 
theory, which posit the complete passivity of the private sector. Some 
people work to get ''their man'' inside tlhe Ministry. Others invite their 
Lovernrenlt official friends, these friends' friends and presumed or 
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actual "knowledgeable insiders" out to dinner. Professional lobby­
ists, 01'COLIIS , make their living opening doors for officials. Finally, 
there are people who do no more than rea(d newspapers and maga­
zines, listen 1t tile radio anid watch television. 

While this probleml has al,ways been around, in Argentina its in­
tensity seems to have increased. Ii early 1967, for instance, Krieger 
Vasella, who had sevellv days to dra his economilic program., re­
ported that no onie hothered hiin ,e ause everyone was at the beach. 
Regrettably, more and more, we Argentines, instead ofthinking about 
growth. Ihink only ahout saving otIrSelves. The pie (tile "dough" as 
sOrieC otlmy colleigues put it) keeps getting smaller, and is a restIIt we 
increasingly view personal salvation in terms of the tralnsler of in­
come or vealth Io wind ofa change in policyour o\Vn colunn. (Iettinrig 
befIore ile rest finrd out abouLt it is one way to bring about that transfer. 

AtlIInCd to tile puhlic's leeds and dnlemands, owners of newspa­
pers. imagazines, and TV 11ld radio stations divert resources from 
f'OCLSi In Oil tile iilfomIaltlivc trappings of the dccisions adopted aind 
allocate thlm to ''sq ueeiin"e' overnnelnt ofticials for advance infor­
mat ion. TiS pursuit involves all kinds of distortions and ranges from 
activities that are, in i)rhlcipie, aCCel)ted-such aS assuling thiat whel 
an official said this Or Ilat. ItS becaLise, in his code language, that's 
what lhe nlmeaiI-to practices that are patently Unacceptable, like a 
newspaler writer niaking Il) it story Whole cloth because le his to 
deliver I 40-line story withini hal f an houri ald musL siy someth0illg. 

These distortions pose a lior problem i it country its turbulent 
is Argentina. where, particilarly with regard to matters dealing with 
future clanges in economic policy, onc cannot ignore aprioriany re­
ported change, no natIer how otiti'ageIS. (Argentina is a country
where, it' somcone says, "tile cows are fly;ng,'' everyone within ear­
shot will look up.) The result is enormous huian arid material efforts 
to verify the accuracy ofeach and every leak made to the media-after 
all, our1 eCOnIomlliC Iiwvlillood rides on every last one of them! 

No matter how I look at the problem. I cai see no solution to it. 
The problem would disappear, of course, iin a world without time lags. 
There would be no probleml if on1e could eiSurle that not eVel one 
seconld elapsed between the nmoment someiody camC ip with an idea 
for policy change aind the mlonlint it was implemented. The problem 
would also disappear the moment each of tLISstopped leathering his 
own lest with the advance knowledge Of future reforms to ccononlic 
policy. But neither of these will happen. 
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So, let us government officials and journalists get used to gel ing 

along with each other. The former Iust recall that lel of the press 
are nothing more than representatives of the population at larje-a 
popultion that Wanlts to avoid the negat ive Jipact of any Change in 
economIc policy. The latter must keel in mind that government 
officials who Cut an1d trim1 inlforma.ttion are just doing their job when 
thev trv to,,0+'nsUIe1hat the goverument is not 4hortchanged by leaks to 
tle mledia. Finally. it is to be hoped that we never allow the 
understandable distancing that Occurs in professional roles to cause 
distancing on the human, personal level. 

F. Come Up with Your Own Version of'the Conspiracy Theory 

It is quitie popular in Argentin:t, in both public and pri'ate circles, to 
explain away events by attributing thei to some kind of conspiracy. 
If you'll prlldol mIy slight exag"eralion, comments made by gcovern-
Meti officKils about its public ictions fall into two categorie:' 
cotist riictivye ci iticism (a Cuphemism desigCed to demonstrate uncon­
ditional approval)and COmm~tlents like "yoL figure out what's behind 
these remarks.- We in the media are no less biting when seewe 
conspiracies in many actions of public officials: Martinez de Hoz, 
who worked for Rockefeller. for proposing that our country be 
ilutded in the machinery of tlie Trilateral Agreement: Jose Gelbard, 
for advocating in 1973 that our economy be "'Sovietized," etc. (thus, 
from this vantage point, eacht oie of them succeeded and were not the 
failures the teclocrals itudged them to be). 

Then there is the attitude that "'the government is doing this to 
divert people's attention from the real problems," a response applied 
to situations ranging from the recurring siglitings o! Russian subma­
rines on the Atlantic Coast to floods along the Argentine coastline. It 
even surfaced in connection with ?lhe Falklands: both Galtieri's 
attempt to recover the Falkland Islands aid Tnatcher's invasion were 
said to be notivated by "'internalproblems.' Since I don't know oflany 
country that doesn't have internal problems, I suggest, except in a 
case in which is imiportance is not very, very clear, that the above­
mentioned causal explanation Ibe banished From all interpretations of 
international policy. 

Bef'ore I explain why I think the conspiracy explanation for 
events is so popular in mIy country, I Must make it clear that, depend­
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ing on the poor or terrible taste of whoever is making the assertion, 
somic conspiracies are punlished to the letter by the Penal Code­
which reduces tile lecd to worry about the really serious conspiracies. 

The same thing happens to us professional economists when we 
hear these conspiratorial explimationis of matters as happens to psy­
chologists when the\, ,oto films: we never come ol well for it.At 
the international level, it1tur1s out that those ofius who Iound oppor­
ltil'abroad were considered "brainwashed" (especially those of the
 

Chticaoo School). At the regional level, itissaid that the bustle of the 
'cily"keeps us from sceing the rcalproblems, problems that can only be
 
accuralICly liat," sed and correctel fronI
the heart land of the country.
 

Inmy opinion, the fundalltial reason that conspiratorial explt­
nations are so Argentina sten;s from the fact tile average
p)pulr ill 
Argentine will put up with quite a lot, but not with being taken for a 
fool. Because it imaplics adeeper cause than the obvious one, the 
conspiratorial exphalaion iivariahly comes across as much more 
subtle thaii tihe normal explanation. For example, in analyzing tile 
cost of publ icgarbage collection. to start by taking into consideration 
the cost of the trucks, the salaries of the garbage collectors, and other 
such factors is to come off as an idiot. The smart, shrewd approach 
is to start by considering how much money is being pocketed by the 
incumbent govcrninent contracts adm in istrator. 

Another reason why explanations based on a conspiracy theory 
are attractive is that the inmdividual who smells aconspiracy behind 
everything that happens rarely comes off other than well, a fact which, 
in the "'game' of providing explanations, is no mnean f'eat. And this 
happeas because you can prove that a conspiratorial explanation is 
right even when, in reality, tile explanation itself is b)ult a part of the 
conspiracy inLuCStiOn. Moreover, a conspiracy theory can never be 
proven false. You d(o't believe ile? Try proving that of any of the 
conspiracy theories previously suggested isfalse. 

The purpose of this discussion is to provide help in resisting the 
temptation to get hooked on conspiracy theories of reality as well as 
to expose people Who push them. I will now show you how to 
fabricate cot,.,i,:,iorial explanations by using the same example that 
isused italy graduate microeconomics course to analyze this topic. 

licroeconIolic analysis teaches us lhlt when a product or 
service isunavailable, demand increases for substitute products and 
serv ces. We also know that this translates to increased profits for 
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those providing the substitutes. We are thus Provided with all tle 
elements we netd to creale a con:spiratorial explanation ,0r111he 
shortage su ffered. The only constraiit placed on the degree ofd(etail
in the explanation is Ihat povided by our inlain.ttion. Take, as an 
examnpli, the subw..'ay workers" strike. Ilow shall we provide a 
conspiratorial explanation Or the strike'? When the sub'ay Isnot 
runniing,. sonic people Will travel hy _Ib. others will hoot it.while still 
others w\ill stay at hlomc and lix a door, the plnming or some other 
household itell. The conspiratorial explanation fOr tlie subway work­
ers' strike. therefore, will iakc rool 1rtoiii a cnispi rac v forged by taxi
dlriver.s. shoem1akers. and hardware Store owners. Is there anyllone who 
says it's not p)ssihle? Now tihe sccond plhase ofI" the conspiratorial 
explaniat ion gets uiiderwaV. It consists of isolating and portralng a
f'ool anyone who raises :1riV ojections to tie lreniiss alleged. 
adding, for e xaliple, that the lecti rig wherC tie conspiracy was
 
hatched was secret and that, consequently, only a handfl have any

knowledge of it. No one raises any more objection:; there is no third
 
phase, and the conspirator (yvon you rself, perllaps) ends up looking

like the King! ot'V"licorists.
 

One example does not explain: it merely illustrates. Howe'ver,

based on 
 tile floregoing example and the f'ollowing rule, you are in a
 
position to learj how to fabricate conspiratorial explanations for
 
Vourself'. 
 The rule is qLui te Si IPtC: the sole restriction is that the
 
explanation heing fabricated ImltLSt
be consistent witi events (or none
 
of your LjLnest ionerS must 
 be ableIto 'tCOgiZ tite explanat ioil as
 
inconsistent with iet facts: 
 see Apleindix 13 for a discussion of
 
identification-related coticerns). It is worthwhlilC 
to point out thlt thie
 
correct explanalion is. of necessity. consistet 
 with events, but thilat
 
tihe inverse thereof is lot necessarily valid. 0 low will von prove that
 
tile f'ollow ing stateriient is I'alse: "Igo to concerts hcause nlileft ear
 
loveS MUSiC: ill), ear goes along becalse it hasn't any otherright 
choice illthe llatter"?) 

That's enough instrmcLion in le-arnilg to fabricate conspiratorial 
explanations, because Iwait to devote the reniainder olthese observa­
tions to explaitiing vlivhI have no use for conspiracy theories as 
explariat ions for con'lollmic reality. There are three reasons: one is at 
matter of taste: alnother. of intcll2ctual integrity: and the third, of 
probhailities. 

The reason related to taste is that the conspiracy theory always 
spills over into the personal sphere, which for nie is sacred. It is one 
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thing to suggest that the fool mide a mistake and another, quite 
different thing to lose your Voice going around saying that, by
pursuing his own unspeakable aims, the scheister took us for a ride. 
For its part, tie reason related to intellectual integrity arises from the 
fact that the habit of explaining away reality by conspiracy degener­
ates into inltllectual lainess. This is because conspiracy theories, 
from the standpoint of a causality-based inquiry into events. are, 
above all else, facile. 

File third ;ald final reason has to do will potentialities and 
probabilities. I do not participate in conspiracies and, therefore, tile 
question 'fOrtme consists in the essentially impossible task of deter­
mining the certainty or fi8lseness of the conspiracies olothers. In this 
regard, one lust unfailinMgly apply some principle or approach (for
example, Frror Type 1,Error Type 11, discussed in Appendix C of this 
paper). My own goes like this: in tile complete absence of any 
infornation, I IhaVe no choice but to iaSSmIle a position at one of, two 
extremes: either I believe in all conspiracies, or I don't believe in any.
Without givinlg up one iota of my Argentine identity, I am prepared 
to pass in your estination for naive, but given tile alternatives, I 
choose to believe that no conspir.cies exist. 

So far So good witi regard to the analysis at tile personal level. 
When we move to tie general level, which is concerned with the 
quality of the national economic debate, I find that conspiracy 
theories are a strong retarding fa.tctor in understanding alnd, above all, 
in solving concrete problems. They full, pushinlg useI' make us grow 
over to an all-ioo-convenient intel leM 1ual ils, a Vice according to 
which the only thing better than a repaired water tap is a good ex­
planat ion for why ite tap illcannot be repaired (or better, for why they
won't let us repair it). They provide, finally, an excuse for our pas­
sivity--letting us rational ie our unwillingness to address economic 
problems seriously. I am convinced thal Argentina will make pro­
gress when the debate centering around those everyday economic 
aspects of reality lets go of, among other things, tile conspiratorial 
"balloon" it so cherishes. 

I Will close witl the conspiratorial version of ly ideas about 
conspiracy theories: the machinery put in place by our internal and 
external enemies isso perfect that it has made us believe that they rule 
over us, when in reality we are free. But tile have spared us the el'ort, 
of proving to ourselves it is so. 
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Nown
 

I. y v iews CI mcern incIe rInni ne of an ceonomy wh icl, being an 
eCOn"1oInlIMs. I have studied and \ hich. a" at ,n-in-thc-street. I have 
been ohbli,,Cd to ridet. l ha,.c becll iimciorial i/ed--in addition to a 
ne.\er-cilin, it ot nC\\ spaper article, penned "durile2 alld alfter Ile 
l" -il thc 11(hm ie, 1ook: I'(,/iti:aLonomi,1. 'tj/( 1%7--70 

I.Ar'cniieL-1 e iioiirie lPI(ic\: 1of07 70l, \ilmnororith Hlteos Aires. 
)72:/, 1/-: ,, /u 0,(/I/ 1i0 dc\/Y ,,ihm¢, 1:.lconolirjc Polic IjinderIk'l.() :. 1:1 C'id. I'dihor. IBuua .i re,, 0 /(Ircvr F tI" iho."19 [Sl 'om 

('omo I.,, t I v ( 'I,) /) ! 1 , Ilhe,, otrilli. Pro'c,, : I low I Saw It 
Then and Ih()\\ I Set II Nm' ). 1./ ( ' ,MS ( Iin'r i,. }BUellos Aires. 
198 I: and I /I//./\ ) cw.. , I 1,C''I-, ol i i, /',/)I \ in EIniglish. illcodlkhoraliwn \k 111hA.. \ImrIinc/. h he ptli,,llcd h\ lite World Bank). 

At the sallc ttnC. I Ia\ Cbe,_u able. OhiOllujili111CriC s. to pro videns101\ ()I .\IC1ltineC CedI0iiniC phiex'. Ihe
liVdas ii I\,l 1yIlajority ot 

.,II-o 
L'dicil [:,I1 ('snita ('o0reicial. I9l0. and in Iu L,col iwla Qe Yo 

it, prtacoli , ill., 1: loQuc )li' (The ICoilolillv i Made). 

IiCI%10. /. diiioncs ( ronista C(olrcial. 1986. 
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